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Group financial

and operational highlights

RESULTS OF OPERATIONS

for the year ended 31 December (€m) 2015 2014
Total revenue 30,739 28,512
of which:
from Postal and Business Services 3,893 4,074
from Financial Services 5,188 5,358
from Insurance Services 21,415 18,840
from Other Services 243 240
EBITDA 1,461 1,362
Operating profit/(loss) 880 691
Profit for the year 552 212
Gross ROE 10,3% 9,0%

FINANCIAL POSITION

at 31 December (€m) 2015 2014
Non-current assets 3,010 2,893
Working capital 1,301 3,941
Net invested capital 999 3,677
Equity 9,658 8,418
Net funds/(debt) 8,659 4,741
Industrial net funds/(debt) (before adjusting for intersegment transactions) 302 (1,451)
Investment during the period 699 437
of which in property, plant and equipment and intangible assets 488 436

AVERAGE WORKFORCE

for the year ended 31 December (€m) 2015 2014
Total permanent and flexible workforce expressed in full time equivalent terms 143,700 144,635
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OTHER OPERATIONAL DATA
at 31 December (€m) 2015 2014
Outstanding customer current accounts (‘000)(" 6,362 6,173
Client assets (Em)@ 475,939 461,822
Number of post offices 13,048 13,233
for the year ended 31 December 2015 2014
Letters handled by Group (volumes in million) 3,937 4,324
Express Delivery and Parcels handled by Group (volumes in million) 86 76
Current accounts (average for the period in €m)® 45,169 43,953
Poste Vita group (net premium revenue in €m) 18,197 15,472
Number of PosteMobile SIM cards (average for the period in '000) 3,471 3,090

(1) This figure does not includes transaction accounts.

(2) These amounts include postal savings deposits, the mutual investment funds marketed, Poste Vita’s technical provisions and average current account
deposits.

(8) These amounts include both private customer deposits (including the investment of liquidity by Group companies and amounts payable to financial
institutions under repurchase agreements), and deposits by the Public Administration.

TOTAL REVENUE BY OPERATING SEGMENT (€m)

12% 17%
Postal and Business Services Financial Services
1%

’ 0

Other Services

2015
70%
Insurance Services

30,739

28,512

2014 2015
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GROUP PROFIT FOR THE YEAR (€m)

552

212

+340 €m
2014 2015
TOTAL GROUP INVESTMENT (€m)

699%™

437
2014 2015

() Includes € 210.5 million relating to the acquisition of a 10.32% interest in Anima Holding SpA.
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1. Management and supervisory bodies

BOARD OF DIRECTORS™

Chairwoman Luisa Todini
Chief Executive Officer and General

Manager Francesco Caio
Directors Elisabetta Fabri

Umberto Carlo Maria Nicodano
Chiara Palmieri

Filippo Passerini

Roberto Rao

BOARD OF STATUTORY AUDITORS®

Chairwoman Benedetta Navarra

Auditors Maurizio Bastoni
Nadia Fontana

Alternates Manuela Albertella
Alfonso Tono

MAGISTRATE APPOINTED BY THE ITALIAN COURT
OF AUDITORS TO AUDIT POSTE ITALIANE

Francesco Petronio

INDIPENDENT AUDITORS

PricewaterhouseCoopers SpA

At the meeting held on 10 September 2015, the Board of Directors established 3 Board committees with responsibility for
making recommendations and providing advice to the Board. The following committee members were appointed:

Nominations Committee Remuneration Committee Audit and Risk Committee

— Roberto Rao — Chairman — Filippo Passerini — Chairman — Umberto Carlo Maria Nicodano — Chairman
— Chiara Palmieri — Elisabetta Fabri — Chiara Palmieri

— Filippo Passerini — Umberto Carlo Maria Nicodano — Roberto Rao

(1) The Board of Directors was elected by the Ordinary General Meeting of 2 May 2014. The number of Directors was increased at the General Meeting of
31 July 2015 which, in keeping with the Company’s By-laws, increased the number of Board members in order to add new expertise and capabilities,
partly to ensure an adequate composition of the various Board committees. The General Meeting voted to elect seven Board members and proceeded to
elect Umberto Carlo Maria Nicodano and Chiara Palmieri, whose terms of office will expire at the same time as those of the existing Directors.

In addition, on 7 August 2015, Antonio Campo Dall’Orto resigned from the Board with immediate effect and, on 10 September 2015, the Board — in
accordance with art. 2386 of the lItalian Civil Code and art. 14.4 of the By-laws — appointed Filippo Passerini to replace the departing Director. Mr
Passerini’s election was then confirmed by the General Meeting of 23 September 2015.

(2) The Board of Statutory Auditors was elected by the Ordinary General Meeting of 25 July 2013 to serve until approval of the financial statements for the
year ended 31 December 2015.
Following the resignations of the Chairman, Biagio Mazzotta, and the alternates, Roberto Coffa and Patrizia Padroni, the Ordinary General Meeting of
23 September 2015 proceeded to replace the departing auditors, electing Maurizio Bastoni as a standing auditor and two alternates, Manuela Albertella
and Alfonso Tono. At the same meeting, Benedetta Navarra was elected Chairwoman.
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CORPORATE GOVERNANCE

Poste ltaliane has issued shares, listed on the screen-based trading system (Mercato Telematico Azionario or “MTA”)
operated by Borsa Italiana SpA since 27 October 2015. Until this date, the Company was wholly owned by the Ministry of
the Economy and Finance (the “MEF”).

The corporate governance structure was revised during 2015, in keeping with the recommendations in the Corporate
Governance Code for listed companies published by Borsa Italiana, the provisions of Legislative Decree 58 of 24 February 1998
(the Consolidated Law on Finance) where applicable, and the Supervisory Standards issued by the Bank of Italy and applicable
to Poste Italiane in view of the unbundled activities conducted by BancoPosta RFC (Patrimonio destinato BancoPosta),
following the creation of ring-fenced capital attributable solely to BancoPosta’s operations with effect from 2 May 2011.

Poste Italiane has adopted a “traditional” governance model, separating the roles of the Board of Directors and the Board of
Statutory Auditors. The Company’s accounts are audited by an independent firm of auditors. Poste Italiane’s financial management
is overseen by the Italian Court of Auditors (Law 259 of 21 March 1958); the relevant controls are conducted by a Magistrate
appointed by the Court of Auditors, who attends meetings of the Board of Directors and the Board of Statutory Auditors.

The Board of Directors and Board of Statutory Auditors and their respective chairpersons are elected and dismissed by
General Meeting of shareholders, which is also responsible for determining the related remuneration and for appointing
independent auditors. The General Meeting also approves the annual financial statements, amendments to the Company’s
By-laws and transactions of a non-recurring nature, such as rights issues, mergers and demergers.

The Board of Directors consists of 7 members and normally 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
transactions of strategic importance. The Board met 18 times in 2015.

Of the 7 members of the Board, 6 are non-executive and of these, 4 meet the requirements to qualify as independent.

In accordance with the provisions of the ltalian Civil Code, the Board of Directors has delegated certain executive powers
to the Chief Executive Officer and has established three Board Committees to provide recommendations and advice: the
Nominations Committee, the Remuneration Committee and the Audit and Risk Committee. The latter committee is also
responsible for procedures relating to related parties and associated entities.

The Chief Executive Officer and Chairwoman have completely separate roles and both have the authority to represent the
Company; the Chief Executive Officer represents the Company with regard to matters falling within the scope of his authority.
The role of the Chairwoman is to lead and oversee the Board of Directors, exercising the powers provided for by law and
the Company’s By-laws, and those assigned by the Board of Directors’ meeting of 7 May 2014.

The Chief Executive Officer and General Manager, to whom all key departments report, has, again on the basis of the
Board of Directors’ resolution of 7 May 2014, full powers for the administration of the Company across the organisational
structure, unless otherwise provided for by law and the Company’s By-laws and with the exception of the powers reserved
to the Board of Directors.

The Board of Statutory Auditors in office has 3 standing members and 2 alternates elected by General Meeting of
shareholders. The Board verifies compliance with the law, the Company’s By-laws and with correct corporate governance
principles, also verifying the adequacy of the organisational structure and administrative and accounting systems adopted
by the Company and their functionality. The Board has also been designated to serve as the Supervisory Board pursuant
to Legislative Decree 231/01.

The Board of Statutory Auditors met 20 times during the year, including in its role as Supervisory Board. It held a further
2 meetings exclusively in its role as Supervisory Board.

The audit firm, PricewaterhouseCoopers SpA, has been appointed to audit the Company’s accounts for the period
2011-2019. The appointment was made in conformity with Legislative Decree 39/2010 (’Implementation of Directive
2006/43/EC on statutory audits of annual accounts and consolidated accounts”).

With regard to the governance system adopted by BancoPosta RFC, the rules governing the organisation, management
and control of BancoPosta’s operations are contained in the specific BancoPosta RFC Regulations approved by the
Extraordinary General Meeting of 14 April 2011 and amended by the Extraordinary General Meeting of 31 July 2015.

As a result of the new Supervisory Standards applicable to BancoPosta RFC, issued by the Bank of Italy on 27 May 2014,
Poste Italiane, in conducting BancoPosta’s activities, is comparable —for the purposes of application of corporate governance
regulations — to a major bank in terms of size and operational complexity.

Further information regarding the corporate governance structure is provided in Poste Italiane’s “Report on Corporate

Governance and the Ownership Structure”, approved by the Board of Directors and published in the “Governance” section
of the Company’s website.
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Poste Italiane aims to be a driving force for inclusive development in ltaly, helping citizens, businesses and the Public
Administration through the transition to a digital economy by offering high-quality, simple, transparent and reliable services.

During the year just ended, which witnessed the admission to listing of Poste Italiane SpA’'s shares on the screen-based
trading system (Mercato Telematico Azionario or “MTA”) operated by Borsa ltaliana SpA, the Poste Italiane Group was
heavily engaged in implementing its Business Plan for the period 2015-2019. The Plan reflects the Group’s goal of driving
the country’s growth through the development of its business: Letters and Parcels, Financial Services and Insurance
Services. The aim is to do this by leveraging its strengths in terms of human resources, multi-channel network and
technology platforms.

The steps to be taken to achieve the targets set out in the Plan regard all the above aspects. An action plan, focusing on
business processes and on the Group’s physical and technology assets, has been drawn up and is being implemented.

During 2015, the Postal Services segment focused on transformation of the delivery model and the letters offering and on
initiatives designed to support growth in the parcels market. This included:

e the start-up of work on re-engineering network logistics, with the aim of revisiting the delivery model and trialling
the new setup;

e the introduction of new technologies enabling the automation of letter tracking and sorting processes.

The Group’s strategies in Financial Services aim to consolidate profitability through:
e  targeted initiatives aimed at high-potential customers;

e implementation of the new retail services model at 900 post offices;

e arevamped range of loan products.

The following developments took place in the Asset Management and Insurance Services segments:
e the acquisition of 10.3% of Anima Holding SpA, with the aim of developing new savings products;

e  expansion of the offering of protection and welfare products (pensions, assistance, healthcare), focusing above all on
health insurance, with the acquisition, by the subsidiary, Poste Vita SpA, of SDS System Data Software Srl.

As noted above, these actions were accompanied by staff development initiatives. This involved a specific training programme,
including the launch of the new Corporate University, using a multi-channel approach and technology platforms. The aim is
to improve the customer experience in both physical and digital sales channels, introducing new technologies in post offices
(e.g., free Wi-Fi and a new queue management system) and rethinking the way that the Group’s customers interact with
digital platforms (e.g., the launch of the new website, the Post Office app and the BancoPosta app).
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The Group’s operations are divided into four operating segments: Postal and Business Services, Financial Services,
Insurance Services and Other Services, which are managed by dedicated Group functions and/or companies. The
organisation is also based on two distribution channels for retail customers, on the one hand, and business and Public
Administration customers, on the other. These channels operate alongside a series of Corporate functions responsible for
policy, governance, controls and the provision of services supporting business processes.

The organisational model, which ensures the development of synergies within the Group as part of an integrated approach
to operations, is applied via governance and operating models, characterised by:

e  coherent and integrated management of the Group, ensuring a uniform and coordinated approach to the market, whilst
taking into account the central importance of customers and exploiting potential synergies, assigning responsibility for
coordinating subsidiaries to the relevant functions within the Parent Company according to business sector;

e  an organisational structure focused on the core businesses: postal logistics, finance and insurance;

e  Corporate functions capable of ensuring, through coordination and integration of their respective areas of expertise,
coherent fulflment of their assigned roles at Group level and the provision of shared services closely aligned with
business needs, thus guaranteeing efficiency, economies of scale, quality and effective support for the different
businesses.

It should be noted that, as of 2016, following organisational changes that will be described below, the allocation of certain
companies to the related operating segments will be modified. Specifically, BancoPosta Fondi SpA SGR, which is currently
allocated to the Financial Services segment, will form part of the Asset Management segment, now called Insurance
Services, while Poste Tributi ScpA, which is currently allocated to the Postal and Business Services segment, will join the
Financial Services segment.
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POSTAL AND BUSINESS SERVICES

Postal and Business Services include the letter post, express delivery, logistics, parcels and philately activities carried out by
Poste Italiane SpA and certain subsidiaries, in addition to the activities conducted by various units of the Parent Company
for BancoPosta RFC and the other segments in which the Group operates.

Legislative Decree 58/2011 provides that Poste Italiane SpA is the universal postal service provider for fifteen years from
30 April 2011. The efficiency of provision of the service is verified every five years by the Ministry for Economic Development,
based on an assessment performed by the regulator (AGCom — the Italian Communications Authority). Letter post includes
Poste Italiane SpA’s traditional postal services, direct marketing and innovative services for paper-based as well as electronic
communications in addition to e-Government services. Postel SpA provides communications services to businesses and
public entities, offering a full range of services including mass printing and enveloping, electronic document management,
direct marketing and commercial printing.

The Express Delivery and Parcels business relates to express delivery products offered on the deregulated market by Poste
[taliane SpA to retail and SME customers, and by SDA Express Courier SpA to business customers. SDA also provides its
customers with integrated solutions for distribution, logistics and catalogue sales. The provision of standard parcel services
falls under the Universal Service obligation (USO).

Consorzio Logistica Pacchi ScpA supplements and oversees the activities of consortium members (Poste Italiane SpA,
SDA Express Courier SpA, Postel SpA and Mistral Srl) relating to: the collection, sorting, transport, processing and delivery
of parcels; integrated logistics and storage activities; handling and transport (by land and/or air) of postal items; printing and
enveloping; Electronic Document Management; e-procurement.

With the aim of creating a single document management hub, as well as consolidating all integrated logistics activities at
SDA, with the creation of a technical courier expertise centre that takes advantage of synergies between ltalia Logistica’s
technical expertise and SDA's transport network, the following initiatives were implemented:

e on 18 February 2015, PostelPrint SpA acquired 20% of Consorzio Logistica Pacchi ScpA from SDA Express Courier SpA;

e on31March 2015, Postel SpA signed an agreement to acquire ltalia Logistica SrI’st") “Physical Document Management”
business unit, with effect from 1 April 2015;

e on 30 April 2015, PostelPrint SpA was merged with and into Postel SpA. For tax and accounting purposes, this
transaction was effective from 1 January 2015;

e on 26 May 2015, a deed was signed to merge ltalia Logistica into SDA Express Courier. For tax and accounting
purposes, this transaction was effective from 1 June 2015.

PosteShop SpA sells various types of product to retail customers through dedicated channels (the website www.posteshop.it,
paper catalogues and periodic flyers). In 2015 the company was engaged in finalising initiatives aimed at rationalising its
operations ahead of the merger with and into Postel SpA, approved in December 2015. For tax and accounting purposes,
this operation will be effective from 1 May 2016.

Postecom SpA develops and manages information systems, primarily for Group companies, for the purposes of
implementing the digital transformation. The main areas of specialisation relate to digital communication and certification
services, payments and e-commerce, and e-Government projects, especially regarding healthcare and local taxation.

As noted previously, there are a number of Group companies that provide support services for letter post, express delivery,
logistics, parcels and philately:

Mistral Air Srl provides air mail services to Poste Italiane SpA (in conjunction with Consorzio Logistica Pacchi ScpA) as part
of its postal service operations, in addition to air freight and passenger services for other customers.

Europa Gestioni Immobiliari SpA (EGI) operates in the real estate sector, managing and developing properties through
urban and property redevelopment, with a view to their commercialisation (leases and sales). Due to the nature of the
properties, the service is mainly provided to large customers, often public entities. The company also offers property
management services to Group companies and external customers.

Poste Energia SpA procures energy for the Poste Italiane Group, acting as a wholesale purchaser, and deals with energy
saving projects for Poste Italiane SpA.

(1) Italia Logistica Srl provides integrated logistics, document management and technical courier services (logistics management and the installation and
maintenance of electronic equipment, primarily for work stations) for Group companies and external customers.
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With a view to bringing property management and energy procurement under the control of a single company and combining
EGI's know-how with Poste Energia SpA's expertise in rationalising and optimising electricity procurement, the following
took place in 2015:

e on 6 October 2015, Poste Italiane SpA transferred its 100% interest in Poste Energia SpA to EGI SpA;

e on 3 December 2015, Poste Energia SpA was merged with and into EGI SpA. For legal, tax and accounting purposes,
the transaction was effective from 31 December 2015.

PosteTutela SpA offers secure funds logistics services (transport, escort, custody, currency counts), fixed and mobile
security, as well as all types of surveillance and protection of sensitive data. These services are provided to Poste [taliane’s
operating units and customers outside the Group, for whom it primarily carries out the movement of cash and valuables.
PatentiViaPoste ScpA is a not-for-profit, joint-stock consortium that serves as a jointly owned vehicle for its shareholders
(Poste ltaliane SpA, Postecom SpA, Dedem Automatica Srl and Muhlbauer ID Services GmbH) in managing and
fulfilling the contract regarding the centralised printing, distribution and delivery of European driving licences and vehicle
registration certificates.

The not-for-profit consortium, PosteMotori, serves as a jointly owned vehicle for its shareholders (Poste Italiane, Postecom,
KPMG Advisory SpA and Integrazioni & Sistemi) in managing and fulfilling the contract regarding management and remittance
services for payments, by road users, for the services provided by the Department of Transport.

FINANCIAL SERVICES

The Financial Services segment primarily regards the BancoPosta RFC offering, which is regulated by Presidential Decree
144 of 14 March 2001, as amended. These activities include: management of private and Public Administration customer
deposits and the related investment, postal savings deposits issued by Cassa Depositi e Prestiti (Savings Books and
Interest-bearing Postal Certificates), collection and payment services, the sale and distribution of financial products issued
by banks and other finance companies authorised to provide investment services, and electronic money services via the
issue of debit and prepaid cards.

The BancoPosta function, partly by coordinating the operations of a number of Group companies and without affecting the
operational autonomy of these companies, in compliance with the relevant legal and regulatory requirements, is responsible
for creating, designing and managing the Group’s financial product and service offerings, as well as checking the compliance
of insurance products. In addition, the function is responsible for processing the related products and services, partly
through the coordination of local operating centres, including:

e three Unified Service Automation Centres, where the payment slips for bills paid at post offices are processed;
e two Centres for the processing of cleared cheques;

e two Multi-service Centres located in Turin and Ancona, which carry out certain back-office processes (fraud analysis
and management, credit checks, the management of payment orders for legal and other expenses, as well as postal
savings products).

The activities of the segment also include the management of public funds carried out by Banca del Mezzogiorno —
MedioCredito Centrale SpA, the promotion of mutual funds carried out by BancoPosta Fondi SpA SGR, and the distribution
of asset management products by Anima Holding SpA, an independent asset manager. Poste Italiane acquired a 10.32%
interest in Anima Holding SpA from Monte Paschi Siena SpA (BMPS) on 25 June 2015 for a total consideration of €210.5 million,
equivalent to a price of €6.80 per share. This is broadly in line with the average market price of the investee’s shares on the
Milan Stock Exchange during the month prior to the agreement, executed on 14 April 2015. The agreement will also result
in Poste Italiane’s inclusion in the shareholders’ agreement that BMPS has previously entered into with Banca Popolare di
Milano (BPM), which owns 16.85% of the investee.

The transaction is highly significant and confirms Poste Italiane’s commitment to the asset management sector, which is one
of the strategic pillars underpinning the Group’s Business Plan.
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INSURANCE SERVICES

The Insurance Services business is run by the Postevita insurance group, a registered insurance group that includes the
parent, Poste Vita SpA, and its subsidiary, Poste Assicura SpA. The Group operates in the life and non-life insurance
business.

Given the strategic objective of broadening the group’s offering of health insurance for individuals and groups of people, on
4 November 2015 Poste Vita SpA completed the acquisition of a 100% interest in S.D.S. System Data Software Srl, which
in turn owns a 100% interest in S.D.S. Nuova Sanita Srl. The SDS group provides services and manages claims on behalf
of, among others, private health funds that offer private health cover (above all the Fasi and Faschim funds). The group also
designs, develops and maintains management software and provides IT services for businesses.

OTHER SERVICES

The Other Services segment includes Poste Mobile SpA and Consorzio per i Servizi di Telefonia Mobile ScpA.
PosteMobile is the Group’s mobile operator which, in keeping with its planned development, has gradually switched from
being an Enhanced Service Provider (or ESP) to operating as a Full MVNO (a Full Mobile Virtual Network Operator).
Consorzio per i Servizi di Telefonia Mobile ScpA is responsible for providing Poste Italiane with electronic communications
networks and the related platforms, systems and terminals, by coordinating, organising and managing the resources,
equipment and people made available by consortium members. The consortium is also responsible for supplying the related
mobile, fixed-line, integrated and value added services.

ADDITIONAL INFORMATION

On 16 April 2015, with the aim of promoting and developing a systematic presence, at national and local level, in support of
social inclusion and solidarity initiatives, the not-for-profit organisation, Fondazione Poste Insieme Onlus, of which Group
companies are members, was established with start-up capital of €1 million provided by Poste Italiane SpA.

The Foundation will also benefit from operating funds of €1 million per year to carry out projects relating to health and
social services, charity, education, amateur sport and the protection of the civil rights of the disadvantaged and needy, with
particular reference to children and young people, equal opportunities, families, the disabled and the elderly.

The decision to set up a foundation stems from a desire to make the use of the Company’s resources in the social sphere
more efficient and rational, by avoiding duplication and fragmentation, encouraging non-profit organisations to play an
proactive role, supporting the creation and development of volunteer networks within Group companies, and fostering joint
participation and involvement by customers and citizens.

In July, once the board of directors was in place and the organisation had received legal recognition from the competent
prefecture, the Foundation presented its first two initiatives, comprising the setting up of the first safe house for mothers
in prison with children in Rome, and a prevention programme to combat irregular school attendance and drop-out rates.
Another 123 project proposals were received during the first few months of the Foundation’s operations, and 16 new
projects, aimed at children, families and the elderly, were presented in February 2016. This outcome highlights Poste
Insieme’s capacity to activate a process of involvement and participation by staff memibers and local and national non-profit
organisations, in confirmation of Poste ltaliane’s commitment to families and local communities and its widespread capacity
to respond to their social needs.
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DISTRIBUTION CHANNELS

The Group has an integrated, multi-channel distribution network, which serves the country’s entire population via a physical
network of post offices and staff on the ground and a virtual infrastructure with state-of-the-art multimedia channels.

The Private Customer function manages the commercial front end and back office activities (pre- and post-sales support)
for the Private Customer, SME and the Local Government segments for which it is responsible, as well as overseeing the
development of philately products, their distribution and marketing.

The organisation of the commercial network and related operational support processes breaks down into three levels:

e Multi-regional Area Offices (referred to as Private Customer Area Offices);
° Branch Offices;
° post offices, classified with respect to their business operations, into central, reporting, standard and basic.

Incontinuation oftherationalisation process, the number of post officeswas reducedin2015from@13,233at31 December2014
to 13,048 at 31 December 2015.

At 31 December 2015 At 31 December 2014
Number Workforce Number Workforce
Private Customer Area Offices 9 2,196 9 2,235
Branch offices 132 3,876 132 3,773
Post offices 13,048 58,875 13,233 59,5689

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

Back-office activities are partly carried out at post offices, and partly at 15 specialist service centres (Centralised Service
Teams) spread around the country which are the sole point of reference for post offices with regard to such activities®,
handling both Private Customers and business customers.

Projects launched in 2014 were continued and new initiatives were defined in line with the organisational developments and
corporate objectives provided for in the Business Plan.

The main initiatives regarded:

° implementation of the “new retail service model” at 900 post offices, which provides for a more focused approach to
customers with the introduction of consultants specialised in terms of target customers, and a new staff role dedicated
to welcoming and guiding customers inside post offices. At central level, commercial coordination of post offices
affected by the new service model and also of the financial promoters’ network, was established;

e  continuation of the initiative launched in previous years with a view to strengthening the network of Specialist
Commercial Financial Promoters (206 at 31 December 2015), who are responsible for promoting and selling certain
investment products and services, with a view to increasing market share and developing retail segment opportunities;

e regarding Customer Services:

— in relation to the Centralised Service Teams, the development of specialist expertise at the various sites was
fine-tuned and anti-money laundering initiatives were strengthened, partly in order to comply with Bank of Italy
regulations. Business segment services were also boosted, including via the definition of dedicated post-sales
initiatives together with establishment of the role of post-sales advisor;

—  service quality improvement also continued at Contact Centres, by bringing them into line with the standards

applied by key players through the introduction of roles with responsibility for coordination and on-the-job training;

° Corners, staffed by dedicated specialists in non-life insurance products, continued to be launched, with a view to
ensuring an adequate market presence. At 31 December 2015, the number of Corners in operation stood at 59;

e inthe Philately segment, 7 Spazi Filatelia shops were reallocated to the nearest local Branch, in order to provide a more
comprehensive and rapid response to network and the related customer requirements.

(2) The rationalisation of the post office network, aimed at reducing universal service provision costs, is being carried out in accordance with the criteria laid
down by the Ministerial Decree of 7 October 2008 and AGCom Resolution 342/14/CONS.

(8) This regards the processing of certain products and services, such as current accounts, financial products, probate issues, and money laundering
prevention requirements.
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Moreover, in terms of SMEs and local government customers, the new business customer management model introduced
in 2015 provides for the phasing out of business post offices via targeted actions based on their relevance in terms of
sales and transactions. This review has resulted in 14 closures, 72 conversions to retail post offices and 162 mergers with
neighbouring retail post offices.

At the same time, the role of business consultant was created to operate within post offices, with the aim of developing new
business with this customer segment.

At highly complex Branches, the Business Commercial function has been established to provide direct support to specialists
and an interface between the post office sales network and Area Offices.

Consequently, the commercial coordination model dedicated to this segment was also revised at Area Office level, in line
with the changes that have taken place.

In addition, in compliance with Bank of Italy regulations, a specialist role focusing on BancoPosta products was established
for door-to-door selling.

Finally, in order to make business customer management more effective and maximise commercial efficiency, customer
segmentation was revised, resulting in a new distribution of customers among the Private Customer and the Business Sales
and Public Administration functions. This reconfiguration specifically focused on two aspects:

° Local Government customers were brought under the umbrella of a single unit within the Business and Public
Administration function;

° business customers were subdivided and allocated to the two functions based on the customer’s size.

GEOGRAPHICAL DISTRIBUTION OF POST OFFICES AND BRANCH OFFICES

POST OFFICE
@ BRANCH OFFICES
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GEOGRAPHICAL DISTRIBUTION OF AREAS

Lombardy Area
based in Milan

North-eastern Area
based in Venice:
Veneto

Trentino Alto Adige

North-western Area Friuli V.G.

based in Turin:
Piedmont
Valle d’Aosta
Liguria

North-Central Area
based in Bologna:
Emilia Romagna
Marche

Central Area 1
based in Florence:
Tuscany

Umbria

Southern Area 1
based in Bari:
Puglia

Molise

Basilicata

Central Area
based in Rome:

Southern Area

Lazio based in Naples:
Abruzzo Campania
Sardinia Calabria

Southern Area 2
based in Palermo:
Sicily

The Business Sales and Public Administration function is responsible for commercial operations and sales of Group products
and services regarding large companies, commercial partners and Central and Local Government.

The business model is based on approaches that differ in terms of the characteristics of the sectors in which customers
operate, and the actual and potential value of the various identified customer targets.

Specifically, the model provides for:

e central and local management specialised by sector, aimed at maximising the effectiveness of marketing via
specialisation of the sales force and the provision of pre- and post-sales processes in line with this customer type;

e  development of relations with prospective customers through activation of an indirect sales channel in addition to the
direct network;

e  central management dedicated to the identification and implementation of commercial partnerships, aimed at
customer development;

e five Area Offices (Lombardy and Northwest, Northeast, North-Central, Central, South), each responsible for commercial
operations in their own area, via management of the local sales force and the implementation of marketing initiatives
designed to target the different customer segments.

The Mail, Logistics and Communication function aims to bring all areas of business relating to the postal, logistics and
communications services provided by the Group under one roof. This function is responsible for end-to-end management
of operating processes, development and management of the offering and the activities involved in its supply.

The initiatives implemented during 2015 regard consolidation of the function’s organisational structure, the completion of
initiatives launched in previous years, and adaptation to changes in the regulatory framework, with the trial of new mail
handling and delivery procedures.
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The logistics network!¥ is locally organised on two levels: the first deals with coordination and is represented by Area Logistics
Offices with responsibility for one or more regions; the second is operational and includes sorting centres (mechanical and

manual) and distribution centres (Delivery Offices).

At 31 December 2015

At 31 December 2014

Number Workforce Number Workforce
Area Logistics Offices™ 9 2,428 9 2,517
Sorting Centres 16 8,164 18 8,818
Priority Centres 7 906 5 602
Logistics support 2 265 2 284
Delivery Offices**) 2,372 43,601 2,412 44,968

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

() The geographical distribution of Offices at 31 December 2015 is as follows: Piedmont, Valle d’Aosta and Liguria; Lombardy; Veneto, Trentino Alto
Adige and Friuli Venezia Giulia; Emilia Romagna and Marche; Tuscany and Umbria; Lazio, Abruzzo, Molise and Sardinia; Campania and Calabria; Puglia

and Basilicata; Sicily.

() Delivery staff include 33,523 postmen and women and delivery supervisors (34,876 at 31 December 2014).

In terms of initiatives designed to improve the quality performance, a quality dashboard was introduced. This enables all the
most important service provision processes to be monitored, with each process having its own specific indicators in order
to assess the performances of the organisation as a whole and of each organisational unit (Distribution Centre/Primary/
Secondary/Decentralised Distribution Centres) in terms of their assigned targets. Other initiatives were also launched, on a
trial basis, to support the management of undelivered items. In particular, the “Digital signature for postmen and women”
project was launched with the aim of improving customer care, efficiency and response times, whilst also helping in the

gradual elimination of paper receipts.

In the second half of 2015, following authorisation by the regulator and the agreement with the labour unions of 25 September
2015, alternate day delivery was launched on a trial basis at 19 Distribution Centres in “unregulated” and “regulated” rural

areas.

As part of the process of rationalising sorting activities, automated walk-sequencing was trialled at the Bologna sorting

centre, using existing sorting equipment together with latest generation equipment.

Regarding the Parcel Logistics Integration Plan, the insourcing of activities was completed in relation to the delivery of Poste
ltaliane branded parcels (ordinary parcels and Paccocelere 3 parcels weighing up to 5 kg) by postmen and women. To this
end, the corporate fleet of vehicles was expanded, with a total of 335 four-wheeled vehicles, and the trial of automated
parcel sorting at sorting centres, using special semi-automatic equipment (2,650 Promopacco trolleys and 608 wheeled

containers) was completed.

The application of new rates on 1 October 2015 saw the introduction of the Posta 4 product for retail customers, leading to
lower priority volumes of mail. This has enabled a reduction in airmail routes from 9 to 6.

In October 2015, the process of integrating the primary transport networks used by Poste Italiane and SDA Express Courier
began. The new operating model will provide for a shared and integrated transport process, aimed at maximising vehicles’
transport capacity and guaranteeing current levels of service, whilst cutting costs. Development of the network will also
guarantee the interoperability of the logistical platforms (HUB), as well as flexibility in adapting to the development of the

logistics and production network structure and the volumes to be handled.

The process of reorganising the Logistics Network in accordance with the National Agreement of 28 February 2013, with
regard to the former Postal services, entailing conversion of the Brescia and Venice sorting centres into Priority Centres, was
finally completed. At the same time, the process of transferring sorting machinery continued, with the aim of redistributing
capacity among the Logistic Network hubs, following the rationalisation of sorting centres. This has resulted in changes in

the relevant areas.

(4) The logistics process covers receipt, collection, transport, sorting and delivery.
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DISTRIBUTION OF AREA DISTRIBUTION OF
LOGISTICS OFFICES POSTAL NETWORK CENTRES
Sorting Priority Logistics
Centres  Centres Support
Piedmont — V. Aosta — Liguria 2 1 -
Lombardy 2 1 -
Triveneto 2 2 -
Emilia Romagna — Marche 2 - -
Tuscany — Umbria 1 2 -
Lazio — Abruzzo — Molise — Sardinia 2 1 2
Campania — Calabria 2 - -
Puglia — Basilicata 1 - -
Sicily 2 - -
TOTAL 16 7 2

MULTI-CHANNEL STRATEGY

The numerous contact points include: Counters, Consulting Rooms, the Business Sales Force channel, financial promoters,
PosteMobile corners and insurance corners, Contact Centres, electronic postmen, the website www.poste.it, and the more
innovative social networks.

Sales and contact channels for retail customers and Small and Medium Enterprises (SMEs) are supervised by the Private
Customer function, which coordinates the network of post offices and contact centre services.

The Business Sales and Public Administration function is responsible for managing and developing business with Large
Accounts and Central and Local Government customers.

Inthe retail customerand SME segments, activities aimed at making organisational and commercial management more effective
continued. To this end, as explained in the section, “Distribution channels”, the “new retail service model” was implemented
and the network of Specialist Commercial Financial Promoters strengthened (206 promoters at 31 December 2015,
compared with 129 at 31 December 2014).

Regarding the post office network, 6,318 Consulting Rooms were in operation at 31 December 2015, including 900 with
staff dedicated to affluent customers, 159 with staff specialising in financial products and 47 with staff with expertise in
insurance products.

At 31 December 2015, more than 3,800 post offices with Consulting Rooms catered for dematerialisation of contracts and
financial transactions. In another 4,000 post offices, which are primarily one-person offices, dematerialisation of the main
over-the-counter financial transactions has been provided for. Moreover, in order to simplify the commercial offering and the
sale of financial services, the “New Savings Book Front-End” and “New Postal Certificate Front-End” applications, enabling
automated management of the procedure for opening a Savings Book, ancillary services and the issue of Interest-bearing
Postal Certificates, were introduced at all post offices.

The “New Commercial Front-End” application was upgraded with new functions. In operation across the entire post
office network at 31 December 2015, this application provides tools for appropriate customer management regarding the
BancoPosta Piu and BancoPostaClick current accounts (opening, migration and upgrade).

Extension of the national ATM network, comprising 7,235 machines at 31 December 2015 (compared with 7,174
at 31 December 2014) continued, and new separate Postamat windows were created at some post offices (2,808 at
31 December 2015, compared with 2,759 at 31 December 2014), with a total of 3,920 counters dedicated to BancoPosta
account holders (3,899 at 31 December 2014).

The new queue management system, which has simplified the process by which customers book the service they require,
was installed at 720 post offices. The new technology infrastructure, using centralised architecture, enables the provision
of a wide range of highly innovative services to customers, based on a multi-channel approach. Counter operations may
also be booked by smartphone using a free app. In addition, BancoPosta account holders, savings book card holders and
business customers may book services at a post office by inserting their personal electronic card into the queue manager.
At 917 post offices, a free Wi-Fi service has been made available to customers.
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The network of PosteMobile cormners was also further expanded (339 at 31 December 2015, against 319 at 31 December 2014),
as was the number of insurance corners (59 at 31 December 2015, compared with 41 at 31 December 2014).

In 2015, the “Poste Risponde” Contact Centre handled more than 22 million contacts (21.9 million in 2014), of which over
91% for the captive market.

The main services provided in support of internal Group activities relate to: retail customer relationship management for
financial, insurance and postal products and internet-related matters, and business customer relationship management
regarding financial, letter post and parcel products and internet-related matters; assistance to the post office network and
the Business sales force with enquiries regarding regulations, operations and product and service support; after-sales
services and assistance to post offices regarding Poste Vita and Poste Assicura and PosteMobile products; and customer
care regarding PosteShop products.

With regard to financial services, the number of dedicated advisors was increased and new contact methods (via the
BancoPosta app and private messaging on the Postepay fan page) were introduced. In addition, with the aim of improving
the quality of service provided, automated customer satisfaction surveys were launched in September.

In 2015, the provision of services aimed at simplifying relations with the general public and the Public Administration
continued via the Sportello Amico network, including: local tax collection services; payment for healthcare services, which
is also available at post offices outside the Sportello Amico network and regarding which agreements were entered into with
other healthcare providers; the issue of birth, death and other certificates, and INPS statements (available throughout the
network); and the issue of land registry documents. The delivery of Carta Acquisti (Social Cards) to EU and non-EU citizens®
and the home delivery of passports also continued.

Regarding customers from non-EU communities, who are mainly reside in certain cities, the number of mono and/or multi-
ethnic post offices was increased. In these post offices, counter staff and consultants speak the languages of the various
ethnic groups present. At 31 December 2015, this service model is operating in 18 post offices, including 2 mono-ethnic
and 16 multi-ethnic post offices (one mono-ethnic and two multi-ethnic post offices at 31 December 2014).

The web distribution channel, run by Postecom via the website www.poste.it and other dedicated web portals, provides
access to online services for around 10.7 million® retail and business customers (9.3 million at 31 December 2014),
operating as a direct end-to-end sales channel and as a support provider for other channels.

As well as providing ongoing maintenance for the portal, Postecom has implemented a series of initiatives aimed at improving
the Group’s online offering. In particular, the Poste.it and_Postepay.it websites have benefited from restyled graphics and
new functions, aimed at making it easier for users to browse when on the move thanks to responsive design®. The
Postevita.it website also benefitted from new graphics designed to enable browsing when on the move, and the PostelD
number management service was rolled out.

=

Service provided for by Law 147 of 27 December 2013.
The figure refers to registered and active users.

Responsive web design (RWD) refers to web design technology for building websites with graphics that automatically adapt to the device on which they
are being viewed (computers with different resolutions, tablets, smartphones, mobile phones, web TV), thus reducing the need for users to resize and
scroll through content.

23

Directors’ Report on Operations 2015



.Poste Italiane Group - Annual Report 2015

ORGANISATIONAL STRUCTURE
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Initiatives were implemented in 2015 to complete the development of the Group’s organisational and operating model, in
line with the strategy and the targets set out in the Business Plan. This model has created the right conditions for the Group
to act as an integrated whole, thus enabling synergies to be obtained through industrial integration. This has resulted in a
greater focus on core businesses, whilst, at the same time, ensuring efficiency and quality.

Via this approach, management of the three areas of business — post and logistics; banking, savings and payments;
insurance — is carried out, respectively, by the Mail, Logistics and Communication Services, BancoPosta and Asset
Management and Insurance Services functions. The latter function was set up in December 2015, with a view to further
developing asset management and insurance products and strengthening the Group’s asset management business, partly
through coordination of the Poste Vita Group and BancoPosta Fondi SpA SGR, and by taking advantage of the interest
acquired in Anima Holding SpA.

The main initiatives implemented during 2015 include:

e  setting up of the Digital Architecture and Services for the Public Administration function, which focuses on managing
digital architecture innovation issues in Italy, as part of the current process of modernising public service provision to
make it faster and more efficient;

e creation of the Group Secretary, External Relations, Security and Safety function, which was assigned responsibility for
all external communications, public affairs, regulatory matters and security and safety.
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In addition, the Legal and Corporate Affairs function was established in January 2016, aimed at bring together the
management of legal and corporate governance matters, and thereby obtaining operating synergies in business support
activities.

Other initiatives regarded improvements to the operating model for the main corporate functions, including:

e the definition and structuring of the Mail, Logistics and Communication Services function, taking an integrated
approach to planning and management of the logistics process overseen by the function and the related companies,
while also strengthening the focus on ongoing improvements to service quality and the commitment to product and
service development in line with customer and market requirements;

° review of the organisational structure of the BancoPosta function, in accordance with the supervisory regulations
issued by the Bank of Italy and applicable to BancoPosta RFC, and in line with business needs, resulting in the
establishment of marketing strategies defined on the basis of both product and customer segment;

e revisitation of the organisational structure of the Private Customer and Business Sales and Public Administration
distribution channels. In the latter case, the new business model provides for the establishment of central and local
teams specialising in the various industrial sectors and, in the case of affluent customers, dedicated, specially trained
account teams, including sales staff, as well as pre- and post-sales specialists. During the year, in order to ensure more
effective management of business customers, the areas of responsibility of the two channels were reconfigured, based
on the customer segments managed, with particular reference to Local Government and small businesses, entailing
the reallocation of sales staff in line with the new areas of responsibility defined;

e  the restructuring of the Chief Financial Office, in order to step up oversight of the various aspects involved in financial
management and financial reporting, as well as to establish a reference point for relations with the financial community
and implement transactions aimed at improving the Group’s operating performance, partly in the light of the privatisation
process completed during the year;

o redefinition of the Internal Auditing function to strengthen relations with other entities forming part of the internal
control system at Group level, thus providing a single interface with corporate bodies and greater specialisation among
auditing functions on a process-by-process basis.
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The global economy continued to grow in 2015, despite a slowdown compared with the previous year on the back of a
decline in international trade. In particular, the slowing Chinese economy put a brake on trade, above all for energy and
commodity producing countries. There continues to be considerable uncertainty over the timing and strength of the future
recovery, resulting in a high degree of volatility on international financial and currency markets.

The stronger US dollar, slowing economic activity in importing countries and excess supply have helped to drive down
commodity prices, giving added impetus to a redistribution of purchasing power internationally, with net importing countries
enjoying an increase, whilst commodity exporters have seen a reduction.

Among the advanced economies, the USA and UK recorded their seventh consecutive year of growth in 2015 and,
in December, the Federal Reserve raised interest rates, albeit by a minimal amount, for the first time in nine years. Japan’s
performance, on the other hand, came in below expectations, despite the central bank’s attempts at monetary stimulus.
Alongside the above slowdown in China, the main driving force behind the global economy, emerging nations saw opposing
trends, with declining GDP in countries such as Russia and Brazil contrasting with growth in India, which outperformed
China thanks to strong internal demand. Elsewhere, a number of Arab oil producers responded to falling sales and declining
prices by announcing measures aimed at reducing their trade deficits.

In spite of a less favourable international environment, the euro zone’s recovery continued, driven by a number of internal
factors, above all rising consumer demand. The European Central Bank’s Securities Markets Programme has proved
effective in supporting economic activity overall, with the impact so far meeting initial expectations. However, ongoing
deflationary factors led the ECB, in December, to strengthen its expansionary measures, prolonging its Quantitative Easing
programme and cutting its deposit facility rate. These measures were reinforced in early 2016, with March seeing further
cuts in the ECB’s interest rates (the main refinancing operations and deposit facility rates), an increase in monthly purchasing
under the Quantitative Easing programme and new long-term refinancing operations for banks.

After a number of years of recession, Italy began to see a recovery, even if at a slower pace than the average for the EU as
a whole. Export-led growth is being progressively replaced by a recovery driven by internal demand.

The third quarter of 2015 recorded an increase in household disposable income, which, combined with improved labour
market conditions, generated a real improvement in consumption.

In addition, the fact that interest rates are at all-time lows is giving households access to credit on easy terms. This freedom
of access has yet to result in a significant restoration of trust in financial institutions.

The services sector has begun to show signs of renewed expansion, whilst the construction industry has also seen an
improvement. Confirmation of the modest recovery is provided by figures for lending, which has risen in recent months,
even if the performance reveals notable differences across the various sectors and sizes of business.

The ltalian economy is expected to see a progressive improvement in the coming months. The level of investment, which
has so far made a modest contribution, could benefit from improved projections for demand and easier access to credit,
partly thanks to the steps recently taken by the ECB. Whilst focusing its attention on strengthening the public finances, the
government has introduced a number of measures in its 2016 Stability Law designed to stimulate both private and public
investment. However, risks linked to the international environment remain: a further slowdown in emerging economies or
events of a geopolitical nature could lead to renewed tensions in the markets and in the global economy.
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PERFORMANCE INDICATORS

This document has been prepared in compliance with the requirements of art. 154-ter, paragraph 5 of Legislative Decree
58 of 24 February 1998 (the Consolidated Law on Finance). The recognition, measurement and classification criteria
used are those established by the International Financial Reporting Standards (IFRS) adopted by the European Union and
contained in the related EU regulations published up to 22 March 2016, the date on which Poste ltaliane SpA’'s Board of
Directors approved the annual accounts.

Moreover, in accordance with the Committee of European Securities Regulators’ Recommendation CESR/05-178b
regarding alternative performance indicators, in addition to the financial disclosures required by IFRS, Poste Italiane has
included a number of indicators in this Report on Operations that have been derived from them. These provide management
with a further tool for measuring the performances of the Parent Company and its subsidiaries.

In particular, in addition to the operating segment disclosures required by IFRS 8, management has proceeded to reclassify
the income statement for the financial and insurance segments solely for the purpose of integrating and enhancing its
assessment of the operating performance of the specific segments in which the Group operates.

The following alternative performance indicators have been used:

EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortisation) — this is an indicator of a company’s operating
profitability before non-operating financial expenses and taxation, and depreciation, amortisation and impairments of non-
current assets and investment property.

Gross ROE (Return On Equity) — the ratio of pre-tax profit to the average value of equity at the beginning and end of the
reporting period. The performance of this indicator reflects, among other things, the change in the fair value reserves for
financial assets classified as available-for-sale. In order to facilitate comparison of the Group’s profitability, pre-tax profit has
been used in calculating this indicator, rather than net profit for the period, given the different forms of taxation to which the
Group’s operating segments are subject and changes in the related tax regulations in recent years.

NON-CURRENT ASSETS - this indicator represents the sum of property, plant and equipment, investment property,
intangible assets and investments measured using the equity method.

WORKING CAPITAL - the sum of inventories, trade receivables and other receivables and assets, less technical provisions
attributable to reinsurers, current tax assets, trade payables and other liabilities, and current tax liabilities.

NET INVESTED CAPITAL - the sum of non-current assets and working capital, deferred tax assets, provisions for risks and
charges, provisions for employee termination benefits and pension plans and deferred tax liabilities.

GROUP NET (DEBT)/FUNDS - the sum of financial liabilities, technical provisions for the insurance business, financial
assets, technical provisions attributable to reinsurers, cash and deposits attributable to BancoPosta and cash and cash
equivalents. This indicator is also shown separately for each operating segment.

INDUSTRIAL NET (DEBT)/FUNDS, IN ACCORDANCE WITH ESMA GUIDELINES, for the Postal and Business Services
and Other Services segments — the sum of the following items, shown according to the format recommended by ESMA,
the European Securities and Markets Authority (document 319 of 2013): financial liabilities after adjusting for intersegment
transactions, current financial assets after adjusting for intersegment transactions and cash and cash equivalents.

INDUSTRIAL NET (DEBT)/FUNDS, before adjusting for intersegment transactions: this is the sum of net debt

attributable to the sum of net (debt)/funds for the Postal and Business Services and Other Services segments before
adjusting for intersegment transactions.
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GROUP OPERATING RESULTS

The Group saw a significant improvement in its operating performance in 2015, with operating profit of €880 million up 27%
on 2014 (€691 million in 2014) and profit for the year of €552 million (€212 million in 2014).

The contribution to operating profit from Financial Services is up 21% (€930 million in 2015, compared with €766 million in 2014).
The Insurance Services segment recorded an excellent operating performance, with Poste Vita registering premium revenue
of €18.2 billion (€15.5 billion in premium revenue in the previous year).

Finally, in addition to the above improvement in operating profit, profit for the year of €552 million reflects a proportionate
reduction in income tax expense compared with 2014, due primarily to the change in legislation that came into effect from
1 January 2015. This has made it possible to deduct personnel expenses for staff employed on permanent contracts from
the IRAP tax base.

RECLASSIFIED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

for the year ended 31 December (€m) 2015 2014 Increase/(decrease)
Revenue from sales and services and insurance premium revenue 27,007 24,622 2,385 9.7%
Postal and Business Services 3,825 3,964 (139) -3.5%
Financial Services 4,744 4,950 (206) -4.2%
Insurance Services™ 18,199 15,472 2,727 17.6%
Other Services 239 236 3 1.3%
Other income from financial and insurance activities 3,657 3,772 (115) -3.0%
Financial Services 442 404 38 9.4%
Insurance Services 3,215 3,368 (153) -4.5%
Other operating income 75 118 (43) -36.4%
Postal and Business Services 68 110 (42) -38.2%
Financial Services 2 4 ) -50.0%
Insurance Services 1 - 1 n/s
Other Services 4 4 - n/s
Total revenue 30,739 28,512 2,227 7.8%
Cost of goods and services 2,590 2,648 (58) -2.2%
Net change in technical provisions for insurance business

and other claims expenses 19,683 17,883 1,800 10.1%
Other expenses from financial and insurance activities 639 76 613 n/s
Personnel expenses 6,151 6,229 (78) -1.3%
Capitalised costs and expenses (83) (80) ) 10.0%
Other operating costs 198 344 (1486) -42.4%
Total costs 29,278 27,150 2,128 7.8%
EBITDA 1,461 1,362 99 7.3%
Depreciation, amortisation and impairments 581 671 (90) -13.4%
Operating profit/(loss) 880 691 189 27.4%
Finance income/(costs) 50 7 43 n/s
Profit/(loss) on investments accounted for using

the equity method 3 (1) 4 n/s
Profit/(Loss) before tax 933 697 236 33.9%
Income tax expense 381 485 (104) -21.4%
Profit for the year 552 212 340 n/s

n/s: not significant.

(*)  This item includes €18,197 million in insurance premiums and €2 million in revenue attributable to the SDS group, in which Poste Vita SpA acquired a
controlling interest in 2015.
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TOTAL REVENUE BY OPERATING SEGMENT

for the year ended 31 December (€m) 2015 2014 Increase/(decrease)

Postal and Business Services 3,893 4,074 (181) -4.4%
Financial Services 5,188 5,358 (170) -3.2%
Insurance Services 21,415 18,840 2,575 13.7%
Other Services 243 240 3 1.3%
Total revenue 30,739 28,512 2,227 7.8%

The Poste Italiane Group’s total revenue for the year amounts to €30,739 million, marking an increase of 7.8% on 2014. This
reflects the strong performance of the insurance segment, where total revenue is €21,415 million (€18,840 million in 2014).
The Postal and Business Services segment where, as the reader will be aware, the growing popularity of digital media
and communication has led to a progressive reduction in demand for traditional products and services, the operating
performance has, for the first time in many years, seen a slowdown in the pace of decline in total revenue, which is down
from the €4,074 million of 2014 to €3,893 million in 2015 (a reduction in revenue of €181 million compared with 2014, whilst
the reduction in 2014, compared with the previous year, was €378 million).

Total revenue from Financial Services amounts to €5,188 million, marking a reduction of 3.2%. This reflects the reduction in
average interest rates on deposits invested in securities and on deposits with the Ministry of the Economy and Finance, in
line with market trends, as well as a decrease in income from the distribution of postal savings products on behalf of Cassa
Depositi e Prestiti SpA, linked to the agreed mechanism tying fees to the achievement of net savings inflow targets. The
impact of the above was only partially offset by the positive performance of other income from financial activities, which is
up from €404 million in 2014 to €442 million in 2015. This was primarily generated by the sale of available-for-sale financial
assets, in the form of euro area government securities or, up to a maximum of 50%, of securities guaranteed by the Italian
government®, in which the postal current account deposits of BancoPosta RFC’s private customers are invested.

As noted above, the Insurance Services segment delivered excellent results during the period, with Group companies
(represented by Poste Vita and its subsidiary, Poste Assicura) recording premium revenue of €18.2 billion (premium revenue
of €15.5 billion in 2014). This primarily reflects the performances of traditional Class | investment and savings products,
where the Group has built up a strong presence. Other income from financial and insurance activities is, however, down
from the €3,368 million of 2014 to €3,215 million in 2015, reflecting fair value losses on the financial instruments held to
cover obligations to policyholders.

Total revenue from Other Services is up €3 million (€243 million in 2015, compared with €240 million in 2014). This reflects
improved operating results from Poste Mobile, making an important contribution to the Group’s operating result.

The cost of goods and services is down 2.2% from €2,648 million in 2014 to €2,590 million in 2015, primarily reflecting
reductions in the cost of funding, represented by interest paid to customers by BancoPosta RFC, and in purchases of
goods and services.

The net change in technical provisions for the insurance business and other claims expenses, which is closely linked to
the above growth in premium revenue recorded by Poste Vita, amounts to €19,683 million, marking an increase of 10.1%
compared with the previous year.

Other expenses from financial and insurance activities are up from €76 million in 2014 to €689 million in 2015,
reflecting the greater impact of movements in the fair value of financial instruments, for the most part attributable to
the subsidiary, PosteVita.

(8) This change was introduced by the 2015 Stability Law (Law 190 of 23 December 2014).
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PERSONNEL EXPENSES

for the year ended 31 December (€m) 2015 2014 Increase/(decrease)
Salaries, social security contributions and sundry expensest” 5,781 5,832 (51) -0.9%
Redundancy payments 78 152 (74) -48.7%
Net provisions (uses) for disputes (13) (11) 2) 18.2%
Provisions for restructuring charges 316 256 60 23.4%
Total 6,162 6,229 (67) -1.1%
Income from fixed-term and temporary contract agreements (11) - (11) n/s
Total personnel expenses 6,151 6,229 (78) -1.3%

n/s: not significant.

(*)  Thisincludes the following items described in note C8 to the consolidated financial statements: salaries and wages; social security contributions; employee
termination benefits; temporary work; Directors’ fees and expenses; other costs (cost recoveries).

Personnel expenses are down 1.3% from the €6,229 million of 2014 to €6,151 million in 2015. This reflects a reduction in
the average workforce employed during the period (over 930 fewer full-time equivalents on average in 2015, compared with
the previous year).

The above figure also reflects provisions for restructuring charges of €316 million (€256 million in 2014), made to cover
the estimated costs to be incurred by the Parent Company for early retirement incentives, under the current redundancy
scheme for employees leaving the Company by 31 December 2017.

Finally, the change in personnel expenses also reflects income of €11 million recognised by the Parent Company in 2015,
following the agreements concluded with the labour unions in July, regarding the re-employment by court order of staff
previously employed on fixed-term contracts.

Income tax expense is down from the €485 million of 2014 to €381 million in 2015. The effective tax rate is 40.77 %, consisting
of the sum of the IRES tax rate (36.42%) and the IRAP tax rate (4.35%). Compared with the figure for 2014, when the effective
tax rate was 69.58%, the charge for the year under review benefits from the positive impact of the deductibility of personnel
expenses for staff employed on permanent contracts from the IRAP tax base, introduced by the 2015 Stability Law.

OPERATING RESULTS BY OPERATING SEGMENT

2015 Postal and Financial Insurance Other Adjustments Total
Business Services Services Services and
(€m) Services eliminations
External revenue 3,893 5,188 21,415 243 = 30,739
Intersegment revenue 4,323 479 - 91 (4,893) -
Total revenue 8,216 5,667 21,415 334 (4,893) 30,739
Costs 8,657 445 20,473 284 - 29,859
Intersegment Costs 127 4,292 455 19 (4,893) -
Total costs 8,784 4,737 20,928 303 (4,893) 29,859
Operating profit/(loss) (568) 930 487 31 - 880
2014 Postal and Financial Insurance Other Adjustments Total
Business Services Services Services and
(€m) Services eliminations
External revenue 4,074 5,358 18,840 240 - 28,512
Intersegment revenue 4,584 404 1 85 (5,074) -
Total revenue 8,658 5,762 18,841 325 (5,074) 28,512
Costs 9,063 435 18,030 293 - 27,821
Intersegment Costs 99 4,561 396 18 (5,074) -
Total costs 9,162 4,996 18,426 311 (5,074) 27,821
Operating profit/(loss) (504) 766 415 14 - 691
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POSTAL AND BUSINESS SERVICES

SEGMENT PROFIT OR LOSS - POSTAL AND BUSINESS SERVICES

for the year ended 31 December (€m) 2015 2014 Increase/(decrease)

Revenue from sales and services 3,825 3,964 (139) -3.5%
Other operating income 68 110 (42) -38.2%
Total external revenue 3,893 4,074 (181) -4.4%
Intersegment revenue 4,323 4,684 (261) -5.7%
Total revenue 8,216 8,658 (442) -5.1%
Cost of goods and services 2,118 2,148 (80) -1.4%
Personnel expenses 5,977 6,066 (89) -1.5%
Depreciation, amortisation and impairments 530 614 (84) -13.7%
Capitalised costs and expenses (83) (28) 5) 17.9%
Other operating costs 65 263 (198) -75.3%
Intersegment costs 127 99 28 28.3%
Total costs 8,784 9,162 (378) -4.1%
Operating profit/(loss) (EBIT) (568) (504) (64) -12.7%

The Postal and Business Services segment recorded an operating loss of €568 million (a loss of €504 million in 2014).
This performance reflects a decline of €442 million in total revenue, including a €181 million reduction in external revenue and
a reduction of €261 million in intersegment revenue in 2015. This is due, on the one hand, to a reduction in traditional letter
post and, on the other, to the different mechanism for the remuneration of services provided by the distribution network,
reflecting a decrease in transfer payments by made BancoPosta RFC to other Poste Italiane functions, in accordance with
the “General Guidelines governing the process of contracting out BancoPosta’s corporate functions to Poste ltaliane” and
in application of specific operating guidelines.

In contrast, costs are down €378 million, primarily due to a reduction in other operating costs (down €198 million compared
with 2014), reflecting, among other things, the release of provisions made in previous years, linked to the procedures and
timing involved in the collection of amounts receivable from the Ministry of the Economy and Finance as Universal Service
compensation. Reductions were also recorded for personnel expenses (down from €6,066 million in 2014 to €5,977 million
in 2015) and depreciation, amortisation and impairments (down €84 million compared with 2014). This trend confirms the
effectiveness of the cost efficiency drive launched in 2015.

Directors’ Report on Operations 2015



Poste Italiane Group — Annual Report 2015

THE POSTAL SERVICES MARKET

The main European incumbents continued to register falling letter volumes in 2015. The pace of decline varies from one
operator to another depending on the level of internet penetration, the degree to which public and private organisations
have shifted to electronic invoicing and billing, the level of market competition and deregulation, the degree of demand
elasticity to price changes and other macroeconomic factors.

Against this backdrop, a number of national regulators have begun to review the regulations governing postal services, with
a view to ensuring the sustainability of the Universal Service provided by public providers, whilst at the same time opening
up the market to competition.

In Italy, where the rate of decline in volumes since 2007 has been the fastest among all the main European operators, the
approach adopted by the regulator (AGCom - the Italian Communications Authority) to provision of the Universal Postal
Service has allowed Poste Italiane to proceed with its planned transformation of the postal service, necessary in order to
continue to effectively meet the changing needs of customers in the digital age.

In contrast, the market for Express Delivery and Parcels continues to grow, primarily driven by the expansion of
e-commerce. The value of online purchases in Italy reached €16.6 billion in 2015, up 16% on 2014 and equivalent to an
increase of more than €2.2 billion (source: E-commerce B2C Observatory — School of Management of the Polytechnic
University of Milan and Netcomm).

MAIN COMMERCIAL AND SERVICE QUALITY INITIATIVES

In the Postal and Business Services segment, the process of rationalising and optimising the various product and services
offerings continued in 2015, aimed — partly through development of new technologies — at providing a more efficient
and comprehensive response to customer requirements, especially those of business customers. The main marketing
initiatives in the Letters segment regarded unrecorded mail, recorded mail and integrated services. Unrecorded mail saw the
launch of the Posta Contest modular offering, a non-universal product for contract tenders and SMEs, offering additional
premium services (for example, updates on the speed of delivery, fewer weight and format restrictions, etc.). A recorded mail
offering called Raccomandata InCitta was launched in 16 cities on a trial basis. This tracked, signed-for product is aimed at
customers who regularly need to send items that are delivered within their town of origin. The product includes the Pick-Up
Light and Infodelivery Light services. The latter is designed to provide online reports for delivery outcomes. 2015 also saw
the launch of the Extradoc range, a new non-universal service aimed at business customers and the Public Administration
for tracked and signed-for items weighing up to 20 kg, to be delivered within 6 working days. The recorded mail segment
also saw the launch of the Raccomandata Market modular offering for mailing contract tenders, with additional functions
that include notice of receipt.

In the Value Added services segment, Raccomandata SIN Smart was launched. This product enables management of the
entire process of sending administrative documents via registered mail, with acknowledgement of receipt.

Commercial initiatives relating to Express Delivery and Parcels were aimed at taking advantage of growth opportunities
in the e-commerce sector. In this regard, the Crono 1 service was launched. This marks a step-change in Poste Italiane’s
express delivery services, by, among other things: bringing the entire express delivery offering for the B2C segment under a
single brand (Crono), with the standardisation of service models, customer care, the number of days items may be stored
free of charge in post offices, and second delivery attempts. The service provides for a single offering comprising four
products for the domestic segment (Crono Express, Crono, Crono Economy, Crono Reverse), and one for the international
segment (Crono Internazionale).

A number of innovations were introduced for Promopacco, another product specifically designed for business customers
using e-commerce, which provides a “non-express” delivery service for small items under 3 kg throughout Italy. These
innovations include:

e areduction in delivery times from the current 4/5 days to 2/4 days depending on the destination postcode;
e areduction in the minimum quantity per pick-up;

e the possibility of transporting lithium batteries in accordance with the relevant regulations®;

e improvement of the tracking system, with the introduction of new functions;

e theintroduction of an ancillary cash-on-delivery service.

(9) From 1 January 2015, the transport of lithium batteries (shipped without equipment) is prohibited on passenger aircraft, and only allowed on cargo aircraft.
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Finally, other initiatives related to the launch of the new Paccoreverse service, which enables acceptance of a returned
shipment at a post office or via pick-up from a home or business address, and the launch of Gamma Free for overseas
shipment and delivery (to the United States and within the European Union) of signed items, packed by customers using
special pre-franked packages that may be purchased at post offices.

Operations at the subsidiary, SDA Express Courier SpA, were affected by a major labour dispute that led to a 4-week
stoppage at the most important automated sorting centre, located in Bologna. Indeed, strike action by the Confederazione
dei Comitati di Base (Cobas), a rank and file labour union, had been growing in pace since early 2014, affecting not only
SDA, but all the companies in the sector and entailing wildcat strikes at peak periods, thus forcing the biggest groups to
enter into direct negotiations with Cobas. At the end of lengthy negotiations mediated by the Prefect of Bologna, agreement
was reached in May.

Throughout the crisis period, SDA continued to guarantee the service provided to its customers, resorting to alternative
solutions, such as the use of branch offices, in order to be able to find replacements for and limit the impact arising from
closure of the Bologna hub. This obviously led to specific repercussions, in terms of shipments and the related daily
turnover, as well as of operating costs, which rose substantially as a direct result of the emergency.

With regard to Contact Centre activities carried out within the Group, for both the internal and external markets, calls for
tenders were launched to find a suitable provider to manage the entire service. On completion of the tender process,
the companies to which SDA Express Courier had outsourced the services until the end of 2015 — Uptime SpA (28.57%
owned by SDA) and Gepin Contact SpA (which owns 71.43% of Uptime SpA) — were not awarded the contract and, on
30 December 2015, SDA terminated its relationships with these companies, as provided for in the relevant contracts.

This termination, which takes effect on 1 July 2016, could have repercussions for jobs at both Uptime and Gepin Contact
and, on 2 March 2016, an Ordinary General Meeting of Uptime SpA’s shareholders voted by a majority to call an Extraordinary
General Meeting for 16 March 2016 to terminate operations and wind-up the company.

Strictly in terms of employment law — even though no court document or formal letter of notice has been received so
far — the possibility of disputes arising with staff employed by the two companies cannot be ruled out. Any claims will be
assessed on merit in view of the effective situation.

From a civil law standpoint, however, with a memorandum on 26 February 2016, Gepin Contact claimed damages of
€10.5 million from SDA. As grounds for this claim, the counterparty pointed out that, as it only received the notice of
termination on 29 December 2015, it was unable to access the special redundancy fund, which was abolished by Legislative
Decree 148/2015 on 31 December 2015. According to the plaintiff's version of events, SDA should have taken account of
this issue and terminated the contract in due time to prevent such an occurrence. As matters stand, the claim appears to
be largely unfounded. Indeed, SDA merely exercised — in the correct manner — its contractual right, by which, among other
things, the parties had established that there can be no grounds for any claim for damages or compensation. From another
standpoint, SDA's conduct could not have been legitimately interpreted as giving Gepin any assurance that the contractual
relationship would have continued.

On this basis, no appreciable elements currently exist to define and/or quantify any potential risks with respect to this
matter, either in terms of possible disputes or with regard to reputation. However, given the above circumstances,
future developments that might have an effect on profit or loss in reporting periods subsequent to the period ended
31 December 2015 cannot be excluded.

Efforts continued to enhance the philately offering with the launch of a new product, the “MiniFolder” which provides for
limited edition numbering and the introduction of a new “forever stamp” — a first in Italian philatelic history. Indeed, for the first
time ever, stamps with no expiry date or explicit face value have been produced and put on sale. One of the advantages is
flexibility for users in the event of rate increases.

The 2015 philately programme featured 48 issues, with a total of 113 stamps.

The most important issues were: “Turin, European Capital of Sport 2015”; the centenary of the birth of Alberto Burri; the
70th anniversary of the Liberation; stamps to commemorate the First World War; the Milan 2015 Universal Exposition; and
stamps for the Extraordinary Jubilee of Mercy.
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DIGITAL AND MULTI-CHANNEL SERVICES

Regarding the digital services the Poste ltaliane Group provides via Postecom SpA, development and provision of the
offering continued. In particular, ahead of the upcoming activation of the Public System for Digital Identity Management
(SPID), steps were taken to enable Poste Italiane to obtain accreditation as a Digital Identity Manager, something that took
place on 19 December 2015.

The SPID system, provided for by Legislative Decree 82 of 7 March 2005, the “Digital Administration Code”, amended by
Law 98 of 9 August 2013, is the new system for accessing online services, created to simplify relations between the public,
businesses and the Public Administration. It will enable citizens to access any Public Administration service with a single PIN
and seek certification of their identity only once from one of the digital identity managers.

Following accreditation on 19 December 2015 and the signature of an agreement with the Agency for Digital Italy, Poste
ltaliane, InfoCert and Tim (via the Telecom ltalia group company, Trust Technologies) will make the first digital identities
available from 15 March 2016.

Operating results

GROUP LETTER POST

for the year ended 31 December Volumes (in millions) Revenue (€m)

2015 2014 Increase/ 2015 2014 Increase/

(decrease) (decrease)

Unrecorded Mail and Philately 1,556 1,685 (129) -7.7% 1.020 1,091 (71) -6.5%
Recorded Mail 207 216 ©) -4.2% 971 997 (26) -2.6%
Direct Marketing and Unaddressed Mail 980 1,093 (113) -10.3% 192 209 (17) -8.1%
Integrated Services 42 46 4) -8.7% 220 219 1 0.5%
Other® 1,162 1,284 (182) -10.3% 280 321 41 -12.8%
Universal Service Obligation (USO) compensation
and Electoral subsidies**) 279 294 (15  -51%
Total 3,937 4,324 (387) -9.0% 2.962 3,131 (169) -5.4%

(") Includes services for publishers, multi-cnannel services, printing, document management, other basic services.

() Universal Service compensation also includes compensation relating to the ordinary parcels service. With regard to tariff subsidies, Law Decree 66/2014
has abolished subsidised tariffs from 1 June 2014, for both electoral publicity and for publicity regarding the voluntary contribution of 0.2% of personal
income tax.

GROUP EXPRESS DELIVERY, LOGISTICS AND PARCELS

for the year ended 31 December Volumes (in millions) Revenue (€m)
2015 2014 Increase/ 2015 2014 Increase/
(decrease) (decrease)
Domestic Express delivery 67.0 59.0 8.0 13.6% 395 369 26 7.0%
International Express delivery 17.0 15.6 1.4 9.0% 106 93 13 14.0%
Total Express delivery 84.0 74.6 9.4 12.6% 501 462 39 8.4%
Domestic Parcels )8} 1.1 0.2 18.2% 18 11 2 182%
International Parcels 0.6 0.7 (0.1) -14.3% 26 27 (1) -3.7%
Total Parcels 1.9 1.8 0.1 5.6% 39 38 1 2.6%
Other® 70 87 (17) -19.5%
Total Express delivery, Logistics and Parcels 85.9 76.4 9.5 12.4% 610 587 23 3.9%

() The item, “Other”, includes Dedicated Services, Logistics, other SDA Express Courier SpA services and other revenue attributable to Consorzio Logistica
Pacchi ScpA.
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All European operators continue to register falling volumes for traditional postal services, in relation to the size of their
domestic market, the extent to which digital services have developed and the scale of electronic billing by private and public
entities. Moreover, in Italy the reduced demand for postal services has been accompanied by increasingly tough competition
in the most profitable areas, a factor that is aimost totally lacking in rural and mountain areas, where costs for a Universal
Service provider like Poste Italiane continue to be high, thus discouraging alternative operators from entering the market.
In the light of these considerations, the performances of the Group’s Letter and Philately services in 2015 registered
reductions in volumes of 9.0% (387 million fewer items) and 5.4% (169 million fewer items), respectively, compared with
2014. Indeed, the decline in demand for Unrecorded Mail, which generated revenue of €1,020 million in 2015 (€1,091 million
in 2014) and which, as already mentioned, is affected by e-substitution and the development of technological innovation,
was only partly mitigated by the tariff increases introduced by AGCom on 1 December 2014 (with Resolution 728/13/CONS)
and on 1 October 2015 (with Resolution 396/15/CONS). The new Ordinary Mail product, with a target delivery time of J+4,
generated 107 million items and revenue of €121 million.

Recorded Mail generated revenue of €971 million, marking a 2.6% decrease (down €26 million on 2014), due to the reduced
amount of mail sent by the Public Administration as a result of cost cutting, and the poor performance of Registered Mail
(12 million fewer items handled, corresponding to a fall in revenue of €21 million compared with 2014).

Direct Marketing and Unaddressed Mail volumes fell respectively by 10.3% and 8.1%, due to customers rationalising their
mail spend.

Other revenue includes, among other things, services for publishers, which fell as a result of the continuing decline in the
number of subscribers for printed publications and the increase in digital subscriptions.

The compensation partially covering the cost of the Universal Service for 2015 was set at €262 million, awarded within the
limits of the amount earmarked in the government’s budget, as per the 2015 Stability Law. Total compensation, amounting
to €279 million, includes €17 million in revenue, deferred in previous years, paid from additional funding allocated by the
Ministry of the Economy and Finance to cover prior contractual commitments.

Despite the negative impact of the industrial action that hampered the operations of SDA Express Courier during the year,
the Express Delivery, Logistics and Parcels segment saw growth in the volume of items transported and in revenue,
registering increases of 12.4% (9.5 million more items handled) and 3.9% (up €23 million), respectively, compared with
2014. This good performance is essentially due to growth in the National Express Delivery segment, which registered a rise
of 8 million in the number of items handled and a €26 million increase in revenue (volumes up 13.6% and revenue up 7%,
compared with 2014) due to the good performances posted by Promopacco and Express Box, which are used for B2C
shipments.

The International Express Delivery segment performed well (volumes up 9%, and revenue up 14%) thanks to the competitively
priced Export Box product for business customers.

POSTAL SERVICE QUALITY TARGETS

for the year ended 31 December 2015 2014
Delivery Target Actual Delivery Target Actual
within within
Prioritary Mail®) 1 day 89.0% 88.96% 1 day 89.0% 90.3%
Posta 1% 1 day 80.0% 85.4%
International Mail**)
inbound 3 days 85.0% 83.9% 3 days 85.0% 83.7%
outbound 3 days 85.0% 84.4% 3 days 85.0% 84.1%
Registered Mail***) 4 days!" 90.0% 97.9% 3 days 92.5% 94.3%
Insured Mailt**) 4 days!" 90.0% 99.5% 3 days 94.0% 98.5%

(1) The 2015 Stability Law, which came into effect from 1 January 2015, has set the quality standard for the universal postal service, with the exception of the
priority mail service, as four days after postage in the public postal network (j+4).

(*) Based on data certified by 1ZI at the request of AGCom.
The figures for priority mail refer to the period January-September 2015, as the product was withdrawn from October and replaced by the Posta 1 product.
As a result, the measured quality for the Posta 1 product relates to the period October-December 2015.

(*) IPC — UNEX End-to-End Official data.
(***) Monitored by the electronic tracking system.
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for the year ended 31 December 2015 2014
Delivery Target Actual Delivery Target Actual
within within
Standard Parcels 4 days™ 90.0% 96.7% 3 days 94.0% 94.0%
Postacelere Express Delivery 1 day 90.0% 84.6% 1 day 90.0% 84.2%
Paccocelere 3 days 98.0% 95.8% 3 days 98.0% 94.3%

(1) The 2015 Stability Law, which came into effect from 1 January 2015, has set the quality standard for the universal postal service, with the exception of the
priority mail service, as four days after postage in the public postal network (j+4).
All products are monitored with an electronic tracking system.

With Resolution 572/15/CONS of 16 October 2015, following an assessment of the quality of Priority Mail carried out by
IZI SpA for 2014, the regulator, in relation to achievement of the regional target for Abruzzo, noted a 1.12% shortfall with
respect to the regulatory target, and imposed a penalty of €50,000, as per art. 5 of the Contratto di Programma (Service
Contract) for 2009-2011. On 7 December 2015, the Company submitted a defence brief, contesting the resolution.

With Resolution 5/16/CONS of 14 January 2016, notified to Poste Italiane on 3 February 2016, AGCom confirmed the
€50,000 penalty. Following this resolution, in a memorandum on 23 February 2016, the Ministry for Economic Development
ordered the Company to pay the penalty by 24 March 2016.

In a memorandum dated 27 November 2015, AGCom asked IZ|I SpA to transfer its sample quality checks on Priority Mail
to the Ordinary Mail service from December 2015.

Furthermore, with Resolution 699/15/CONS issued on 15 January 2016, regarding the contract with IZI SpA, the regulator
extended the contract to include additional services relating to the survey of Ordinary Mail delivery times in municipalities
where alternate day delivery is in operation (the first stage of the rollout of such a service) for the period 1 February —
30 June 2016.

POSTAL SECTOR REGULATIONS
SERVICE CONTRACT

The Contratto di Programma (Service Contract) regulates relations between the Ministry for Economic Development and
Poste ltaliane SpA in connection with the Universal Postal Service.

The approval process for the Contratto di programma (Service Contract) for 2015-2019 was completed in 2015.
On 6 October 2015, it was formally submitted to the European Commission for the usual assessments relating to European
regulations regarding state aid.

With the “State Aid SA. 43243 (2015/N) — ltaly” Decision of 4 December 2015, the European Commission approved
government compensation for the years from 2012 to 2015019 and for the period 2016-2019, granted to Poste Italiane for
provision of the Universal Postal Service, deeming it to be compatible with European Union regulations regarding state aid.
Subsequently, the Contratto di Programma (Service Contract) for 2015-2019 was signed by the parties on 15 December
2015 and is effective from 1 January 2016 to 31 December 2019.

Pursuant to the extension referred to in article 16, paragraph 3 of the Service Contract for 2009-2011, and as confirmed
by Law 190 of 23 December 2014, article 1, paragraph, 274, letter a) (the 2015 Stability Law) and endorsed by the above
European Commission Decision, the Service Contract for 2009-2011 remained in force in 2015.

(10) In application of the subsidy cap mechanism provided for in the Service Contract for 2009-2011, compensation for 2015 amounts to €329.1 million,
without prejudice to the effects of any subsequent checks to be carried out by AGCom in order to quantify the net cost incurred by the Company. Under
the new Service Contract, for the years 2016-2019, the maximum amount of compensation Poste Italiane may receive is €1.05 billion (approximately
€262 million per annum). Regarding previous years, for 2011 AGCom has ascertained a cost of €380.6 milion compared with compensation of
€357 million approved by the European Commission. Regarding the cost for 2012, on 7 August 2015 the Ministry of the Economy and Finance granted
the Company compensation of €327 million, equivalent to the cost ascertained by AGCom. Regarding 2013, on 23 September 2014, with Resolution
493/14/CONS, the regulator launched a procedure designed to study and assess the applicability of the methods used in allocating and assessing the
net cost. This investigation was extended to include 2014 on 24 July 2015.
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OTHER REGULATORY MEASURES

On 26 January 2015, the Ministry for Economic Development issued a Decree regarding Calculation and procedures for
the payment of contributions by postal operators to the Autorita per le Garanzie nelle Comunicazioni (AGCom) for the
years 2012, 2013 and 2014, regarding the contribution that all postal service operators are obliged to pay to AGCom to fund
the regulator’s activities, in accordance with the provisions of Legislative Decree 261/99, art. 2, paragraph 14, letter b). Poste
[taliane paid the contributions for 2012 and 2013 to the regulator on 30 March 2015. The contribution for 2014 was paid on
11 December 2015, subject to the right to request a recalculation depending on the outcome of the appeal lodged by the Italian
Association of International Air Couriers (AICAI) and other postal operators, requesting cancellation of the relevant Decree,
application of which was suspended following a ruling by the Lazio Regional Administrative Court. On 10 February 2016,
with sentence no. 1930 in first instance, the First Section of the Lazio Regional Administrative Court ruled that the retroactive
nature of the contribution for the years 2012-2014 was illegitimate, and therefore the final outcome of the dispute is awaited.
Other regulatory measures regarding the sector include the draft of Law 3012 “Annual market and competition law”,
presented by the government in June 2015, which in art. 18 provides for the repeal, from 10 June 2016, of art. 4 of
Legislative Decree 261/99, giving Poste Italiane SpA exclusive rights (as the Universal Service provider) to offer services
relating to legal process and the naotification of violations of the Highway Code. To date, the parliamentary procedure has yet
to be completed, so the rights are still attributed to Poste Italiane.

PRINCIPAL RELATIONS WITH THE AUTORITA PER LE GARANZIE NELLE
COMUNICAZIONI (AGCOM — THE ITALIAN COMMUNICATIONS AUTHORITY)

Following implementation of the 2015 Stability Law, which sets out principles aimed at ensuring the sustainability of service
provision, partly in anticipation of a future decline in volumes and in the light of the amount of resources available to fund
it, the Company sent two proposals to the regulator that AGCom subsequently submitted for public consultation, via
Resolution 163/15/CONS and Resolution 164/15/CONS, on 27 March 2015. On completion of the consultations, on
20 July 2015, AGCom adopted the following resolutions:

e  Resolution 395/15/CONS “Authorisation of an alternate delivery model for mail within the scope of the universal
service”;

e Resolution 396/15/CONS “New statistical quality targets and new tariffs regarding universal service mail pursuant to
art. 1, paragraph 280, of Law 190 of 23 December 2014”.

Specifically, in Resolution 395/15/CONS, the regulator defined the criteria to identify the municipalities affected by the
new model, based on the particular geographical nature and type of infrastructure characterising mail delivery in ltaly.
Implementation of alternate day delivery (with delivery on Monday, Wednesday and Friday in one week, and delivery on
Tuesday and Thursday in the following week), which, when fully implemented, will affect up to a quarter of ltaly’s population,
will be rolled out in three phases: the first, in October 2015, will take in 256 municipalities in the Lombardy, Piedmont,
Friuli Venezia Giulia and Veneto regions, whilst the second phase will launch in April 2016 and the third in February 2017.
The regulator may restrict or influence the introduction of corrective measures relating to implementation of the second and
third phases, whether arising from any comments made by the European Commission or to solve any problems identified
during the monitoring process. Poste Italiane will be required to send quarterly reports to the regulator, including detailed
information on cost savings made, problems encountered and any impacts on users. In addition, an annual summary report
should be sent to the regulator and the European Commission regarding each of the model’s implementation phases.

On completion of the gradual implementation of the new delivery model, from February 2018, the regulator will assess
whether grounds exist for extending its authorisation of the model, taking into account any problems arising during the
model’s overall implementation period and the correspondence between the results achieved with the targets set out in
Poste Italiane’s Business Plan. As notified on 25 September 2015, Codacons has lodged an appeal before the Lazio Regional
Administrative Court opposing the resolution. Discussion of the request for suspensive relief is awaited. Subsequently, on
16 October 2015, the Italian Federation of Newspaper Publishers (FIEG) and Avvenire Nuova Editoriale SpA lodged an
appeal with the Lazio Regional Administrative Court against the same resolution, as did the Piedmont branch of the National
Confederation of Local Authorities (ANCI), together with some municipalities in Monferrato, in a separate appeal. Discussion
of the case was adjourned until 23 March 2016 to give the parties time to reach agreement.

In October 2015, Poste ltaliane launched the first phase of the new alternate day delivery model in 256 municipalities in
the Lombardy, Piedmont, Friuli Venezia Giulia and Veneto regions and, on 3 February 2016, in compliance with reporting
obligations required in order to launch the second implementing phase, the Company sent AGCom a list of the 2,395 ltalian
municipalities involved.
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With Resolution 396/15/CONS, AGCom also introduced some amendments to Resolution 728/13/CONS, regarding the
regulation of Universal Postal Service rates.

Regarding ordinary mail, the resolution transferred the safeguard cap mechanism previously applied to priority mail to this
product, bringing forward to 1 October 2015 the option to apply the maximum rate of €0.95 (domestic retail rate for the
first attempt at delivery). The mechanisms that strictly linked changes regarding the first attempt at delivery for domestic
retail products to those to be applied to subsequent attempts at delivery and international and online products have
been replaced by more flexible criteria relating to accessibility, fairness, reasonableness and non-discrimination. Future
developments in the ordinary mail rate envisage allowing Poste Italiane to revise rates from 1 January 2017 until expiry of
the Service Contract, with adjustments applied at least once a year, in inverse proportion to the performance of volumes.
In terms of priority mail, also from 1 October 2015, Poste Italiane’s sole obligation is to charge fair, moderate and non-
discriminatory rates. However, in the event that quality commitments are not met, AGCom is entitled to impose different
prices for different levels of service and automatic compensation mechanisms.

In light of the above, rate changes were applied from 1 October 2015, primarily regarding:

e theintroduction of Ordinary Mail, with rates starting from €0.95 for retail products, from €0.85 for business (and online)
products, and from €1.00 for international products;

e the restructuring of priority mail, which has been enhanced with a reporting service, with rates starting from €2.80 for
retail products, from €2.10 for business (and online) products, and from €3.50 for international products;

e  setting the acknowledgement of receipt rate (ordinary mail only) at €0.95 for single mail items, €0.70 for multiple items
and €1 for international items.

Regarding service quality, at least 80% of priority mail items should be delivered within the first available day after collection
(the quality target), and at least 98% of items should be delivered by the end of the fourth working day after collection (the
reliability target).

The first priority mail target is measured in terms of “available” working days in order to enable implementation of alternate
day delivery. Therefore, the target will be set at one, two or three working days after collection, depending on whether the
collection and/or delivery area is affected by alternate day delivery.

For all other regulated products (ordinary, bulk, registered and insured mail) the rapidity target is set at J+4 for 90% of mail
items, and the reliability target at J+6 for 98% of items. Ordinary parcels are only required to meet the set quality target
(90% of parcels at J+4).

The Italian Association of International Air Couriers (AICAI) challenged Resolution 396/15/CONS before the Lazio Regional
Administrative Court in relation to the part that provides for the tracking of Priority Mail, which would enable replacement of
this universal service by couriers and might therefore entail an obligation for the latter to contribute to the universal service
compensation fund.

Regarding the same matter, on 6 November 2015, the Antitrust Authority sent AGCOM a report, requesting the
regulator to review the decision to include Priority Mail in the universal service, which according to the Antitrust
Authority, especially in the format offered to business customers, was likely to distort competition in the parcels/courier
market. On 9 December 2015, AGCOM confirmed its decision to include the service in question in the universal service
(with Resolution 662/15/CONS).

Also in relation to universal service rates, on 1 December 2015, new rates were applied for domestic Registered Mail
products (with rates starting at €4.50), International Registered Mail, physical and online (with rates starting at €5.95),
Acknowledgement of Deposit (€5.45) and Acknowledgement of Naotification (€4.50). These new rates, set in accordance
with the above-mentioned Resolution 728/13/CONS, were notified to the regulator and the general public beforehand, with
90 days’ and 30 days’ notice, respectively.

Resolution 728/13/CONS also includes provisions regarding access to Poste lItaliane’s network. Specifically, AGCom
established an obligation for the Company to provide access to postal services, at the request of third parties, under fair
and reasonable conditions to be freely negotiated with the parties. Pending the appeal lodged by the Company against
this ruling, Poste [taliane received two requests for access to the postal network, in February and October 2014. Neither
of the two requests has reached a conclusion. Regarding the first request, in October 2014 the operator seeking access
involved the regulator, which asked the parties to go ahead with negotiations. In January 2015, the operator informally
notified Poste Italiane that it had reiterated the request for intervention to the regulator, owing to the persistent stalemate in
the negotiations, following which the regulator has so far taken no action regarding the intervention request.

Following the above-mentioned Resolution 396/15/CONS, in which, among other things, the regulator had deemed that a
review of Poste ltaliane’s network access obligations was necessary, Poste Italiane requested the launch of a procedure to
review the regulatory framework relating to postal network access in November 2015.

With Resolution 129/15/CONS of 11 March 2015, issued on completion of a procedure launched in 2013, AGCom
approved the “Regulations regarding the requirements to be met in order to offer postal services to the public”
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(Annex A of the Resolution). Applied on 24 March 2015, the Resolution sets out the conditions (requirements and
obligations) to be met before an individual licence can be issued and general authorisation be given by the Ministry
for Economic Development.

On 27 May 2015, Nexive SpA and the ltalian Association of International Air Couriers (AICAI) challenged the Resolution
before the Lazio Regional Administrative Court (also notifying Poste Italiane as the other party to the proceedings), with
particular reference to the obligation for general authorisation holders to contribute to the universal service compensation
fund, on the basis of earnings received from the sale of services deemed to be in replacement of universal services.
On 27 June 2015, Poste ltaliane submitted its brief regarding the proceedings launched by AICAI to the Lazio Regional
Administrative Court. The case was adjourned and the matter referred to the Court of Justice due to a number of preliminary
matters contained in the adjournment ruling.

Pursuant to the above-mentioned resolution, on 29 July 2015, the Ministry for Economic Development published terms and
conditions containing procedures relating to the issue of the licence to provide postal services to the public.

This action was also challenged by AICAI. The Regulations lay down that within 180 days of their publication, parties already
authorised to provide postal services should bring their licence into line with the provisions contained therein by sending a
specific application to the Ministry for Economic Development. Poste Italiane fulfilled this requirement on 10 February 2016.

On 31 October 2014, AGCom issued Resolution 564/14/CONS, launching a procedure designed to define the legal and
financial terms and conditions relating to the return of mail items entrusted by senders to operators other than Poste Italiane,
and returned via the latter’s network('). Exclusively regarding items handled by the operator GPS — which did not sign the
Terms and Conditions of Service and brought a dispute before the Authority — as a precautionary measure, the Resolution
also sets out Poste Italiane’s obligation to return items to the operator, without requesting any payment for the time being,
pending the outcome of the dispute. The launch of the investigation is justified by the large number of such items, and
certain difficulties involved in negotiating the related agreements for their return. Subsequently, on 12 May 2015, AGCom
issued Resolution 287/15/CONS, launching a public consultation on the matter. Poste Italiane submitted its contribution
on 6 July 2015.

At the end of the consultation, with Resolution 621/15/CONS of 5 November 2015 (published on 24 November 2015),
AGcom approved the final ruling on the matter, providing for revision by Poste Italiane, within 60 days of the publication
of the above resolution, of its “Contract terms and conditions regarding the return of mail items entrusted by senders and
other postal operators via Poste Italiane’s network”. The revised version will include three return procedures('? on the basis
of which the rates will be reformulated, taking into account, among other things, the principle of cost orientation (avoidable
cost) and applying discounts for certain volumes.

Poste Italiane has amended its Contract Terms and Conditions and informed all contracted operators, as well as GPS,
about the changes made. Given the financial and operational impacts this ruling may have on Poste Italiane — especially the
possibility of only being able to recover additional costs with the new rates, and having to widely implement manual solutions
in order to provide the service — the Company has appealed against the ruling before the Lazio Regional Administrative
Court. The hearing on the merits has been scheduled for 8 June 2016.

On 4 February 2016, AGCom sent Poste Italiane a memorandum containing various observations on the procedures for
implementing the provisions of the ruling. Poste Italiane replied to this memorandum on 5 February 2016, reaffirming that its
Contract Terms and Conditions comply with the above regulations.

On 11 March 2015, AGCom issued Resolution 121/15/CONS, launching a procedure aimed at measuring and reducing
administrative costs arising from reporting requirements relating to matters for which the regulator’® is responsible.
On 15 May 2015, Poste ltaliane submitted an initial contribution to the regulator, prepared at the regulator’s express
request. On 1 December 2015, AGCom issued Resolution 65715/CONS, thereby completing the first initiative to measure
administrative costs via a mapping and financial assessment procedure, partly based on contributions received from
stakeholders. The assessment includes preliminary recommendations regarding possible rationalisation and simplification
measures to be introduced as part of a long-term programme aimed at cutting administrative costs.

On 17 July 2014, AGCom published Resolution 364/14/CONS, launching a survey entitled “Universal Service: the needs
of end users and potential future developments”, with the aim of assessing the adequacy of postal services, above all
those classed as universal, in relation to the needs and expectations of end users. On 13 January 2015, AGCom issued
Resolution 22/15/CONS, extending the deadline for completion of the survey by 180 days.

(11) Article 18 of the General Terms and Conditions of Service relating to provision of the universal postal service (Resolution 385/13/CONS) only regulates
the return of such items, referring the definition of conditions regarding the return of items to an agreement between operators, and only provides for the
regulator’s intervention in the event of a failure of such negotiations.

(12) Pick up at sorting centres to which items are returned and/or referred; 2) pick up at one or more collection centres; 3) delivery by Poste Italiane to an
address specified by other operators.

(13) Reducing companies’ administrative costs is one of the cornerstones of European better regulation policies (simplification and improvement of the quality
of regulation), and is aimed at increasing their competitiveness.
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On 14 April 2015, AGCom issued formal notification of penalty 02/15/DSP, launching a procedure against Poste Italiane for
alleged violation of certain legal obligations relating to provision of the Universal Postal Service, with regard to the exceptional
closure of 21 post offices in the Province of Messina on certain days in July and August 2014. The regulator set a deadline
for completion of the procedure at 150 days from notification of the proceedings, without prejudice to any suspensions
arising from further investigations. On 14 May 2015, Poste Italiane submitted a defence brief to the regulator, which was
subsequently supplemented with additional evidence prepared after the Company accessed the relevant documents. With
Resolution 517/15/CONS of 25 September 2015, notified to the Company on 26 October 2015, the regulator filed the
penalty procedure regarding 29 of the 42 violations initially claimed, while for the remaining 13 it extended the deadline for
the procedure until 24 November 2015 in order to carry out further investigations. Subsequently, on 18 November 2015,
with Resolution 631/15/CONS AGCom ordered the Company to pay a fine of €296,000 for the 13 violations relating to the
procedure regarding closure of 13 post offices.

In response to these alleged violations, Poste ltaliane decided to pay the fine relating to 3 post offices, amounting to a total
of €141,000, whilst opting to contest the other claims. On 18 February 2016, Poste Italiane submitted an application for
re-examination of the ruling to AGCom, arguing its case and requesting cancellation of the ruling. Moreover, on 19 February
2016 the Company lodged an appeal before the Lazio Regional Administrative Court.

On 26 June 2014, as a result of a procedure launched in 2013 to which Poste Italiane also contributed, AGCom adopted
Resolution 342/14/CONS, concluding the procedure. This ruling has added to the current criteria used in deciding on the
distribution of post offices, defined by the Ministerial Decree of 7 October 2008, introducing, in particular, a ban on the
closure of offices located in municipalities in rural and mountain areas.

On 29 September 2014 and 8 April 2015, the Company submitted to AGCom its plan for the rationalisation of post offices
and delivery offices that are not financially viable, for 2014 and 2015. In response to the plan, a number of municipalities
filed administrative challenges in 2015, contesting the Company’s proposals based on differing interpretations of the
demographic criteria contained in AGCom 342/14/CONS. The related hearings on the merits are pending.

On 31 July 2015, the regulator notified Poste Italiane of Resolution 356/15/CONS, whereby the penalty procedure launched
against the Company on 21 January 2015, regarding its failure to raise online registered mail rates together with the increase
in retail registered mail rates, was filed. The specific matter in dispute was the alleged violation of the provisions of art. 9 of
AGCom Resolution 728/13/CONS, which links the rates for the two products in question.

On 10 July 2015, AGCom issued formal notification of penalty 04/15/DISP, launching a procedure against Poste Italiane for
the alleged violation of its legal obligations relating to certain post offices and local area offices, following monitoring carried
out by IZI SpA in 2014 in connection with changes to post office opening hours during the summer period. The regulator
set a deadline for completion of the procedure at 150 days from notification of the proceedings, without prejudice to any
suspensions due to further investigations. On 7 August 2015, Poste Italiane sent the regulator a defence brief, rejecting the
alleged violations. On 18 December 2015, AGCcom extended the deadline for the procedure by another 60 days, in order
to further examine the legal implications of the disputed violations. On 26 February 2016, AGCom extended the deadline
for the procedure by another 30 days, in order to further examine the legal implications.

On 19 October 2015, AGCom issued Directive 07/15/DISP, claiming that Poste Italiane had failed to meet its obligations
relating to legal process requirements, following inspections carried out at the Roma Prati post office, regarding 14 court
documents. The Company submitted its defence brief against this claim on 18 November 2015.

On 6 November 2015, AGCom, issued Directives 08/15/DISP, 09/15/DISP, 10/15/DISP and 11/15/DISP, claiming
that Poste [taliane had failed to meet certain obligations regarding provision of the Universal Service: continuity of service
provision; communication with customers; and the legal process service. The Company submitted its defence against these
claims to the regulator on 7 December 2015.

With Directive 1/16/DISP, the regulator claimed that Poste Italiane had failed to meet its obligations relating to legal process
requirements, following inspections carried out at the Rome Tiburtino Main Distribution Centre, as well as certain reporting
obligations relating to customers. The Company submitted its defence brief against this claim on 2 March 2016.

On 3 March 2016, AGCom issued Directives 5/16/DISP and 6/16/DSP, claiming that Poste Italiane had failed to meet its

obligations relating to legal process requirements, following inspections carried out at the Rome Belsito post office and the
Naples South Main Distribution Centre, respectively. The Company will submit its defence brief within 30 days.
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FINANCIAL SERVICES

SEGMENT PROFIT OR LOSS - FINANCIAL SERVICES

for the year ended 31 December (€m) 2015 2014 Increase/(decrease)

Interest and similar income 1,601 1,711 (110) -6.4%
Interest and similar expense 58 127 (69) -54.3%
Net interest income 1,543 1,584 (41) -2.6%
Fee and commission income 3,620 3,640 (20) -0.5%
Fee and commission expense 57 51 6 11.8%
Net fee and commission income 3,563 3,589 (26) -0.7%

Profits/(Losses) on trading, on disposals or
repurchases and fair value adjustments in hedge

accounting 428 391 37 9.5%
Net interest and other banking income 5,534 5,564 (30) -0.5%
Net losses /recoveries on impairment of loans and

advances (©)) - 9 n/s
Net income from banking activities 5,525 5,564 (39) -0.7%
Administrative expenses: 4,493 4,728 (235) -5.0%
a) personnel expenses 126 120 6 5.0%
b) other administrative expenses 4,367 4,608 (241) -5.2%
Net provisions for risks and charges 59 41 18 43.9%
Other operating income/(expenses) 43 29 14 48.3%
Operating expenses 4,595 4,798 (203) -4.2%
Operating profit/(loss) (EBIT) 930 766 164 21.4%

n/s: not significant.

Operating profit generated by the Financial Services segment in 2015 amounts to €930 million, marking an increase of
21.4% on the previous year (€766 million in 2014). This was essentially generated by BancoPosta RFC’s operations, which
benefitted from gains made on the sale of financial assets and a reduction in administrative expenses, reflecting a decrease
in transfer payments for services provided by other Poste Italiane functions. Going into greater detail, net interest income
of €1,543 million is down 2.6% (€1,584 million in 2014), essentially due to a reduction in returns on BancoPosta RFC’s
investments, following a reduction in average interest rates on deposits invested in securities and on deposits with the
Ministry of the Economy and Finance, in line with market trends.

Net fee and commission income is down from €3,589 million in 2014 to €3,563 million in 2015. This income primarily
consists of commissions earned on the distribution of postal savings products, totaling €1,610 milion, and €1,928
million from the processing of bills paid by payment slip, sundry payments and from other services offered to customers
(e.g. insurance broking).

Net income from banking activities is down €39 million from the €5,564 million of 2014 to €5,525 million in 2015,
after provisions for doubtful debts of €9 million, including impairment losses on current account overdrafts granted to
BancoPosta RFC’s customers.

Operating expenses are down 4.2% on the previous year, primarily due to a reduction in other administrative expenses,
which benefitted from a decline in the transfer payments made by BancoPosta RFC to other Poste Italiane functions,
in accordance with the “General Guidelines governing the process of contracting out BancoPosta’s corporate functions
to Poste Italiane” and in application of specific operating guidelines. The reduction is explained by the new method of
calculating the charge, which is now based broadly on a percentage share of revenue generated and no longer on the cost
of providing the service plus a mark-up (further details are provided in the specific BancoPosta RFC Management Review).
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FINANCIAL MARKET TRENDS

The continuing presence of deflationary pressures in the euro zone led the European Central Bank to take further
expansionary measures, increasing the scale of its Quantitative Easing programme (this has now been extended until the
end of March 2017) and reducing the ECB’s deposit facility rate (-0.30% from December 2015). These policies helped to
drive down the yields on government securities (between November 2014 and December 2015, yields on 10-year European
sovereign debt have fallen by approximately 40 basis points), with the benefits extending to Italian sovereign debt. The
spread between 10-year Treasury Notes (BTPs) and 10-year German Bunds remained below 130 basis points throughout
the second half of the year, falling to 110 basis points at the end of the year.

International equity markets were in positive territory overall in 2015 (the Euro Stoxx index had recorded a 5.1% rise, on an
annual basis, in December 2015), despite the decline seen in the third quarter of the year as a result of the crisis in China
and the impact of the Volkswagen group’s difficulties on the car industry. The ltalian stock market outperformed leading
international exchanges, chalking up a rise of approximately 13%. The early weeks of 2016, on the other hand, were marked
by a high degree of market volatility, with all the global indexes registering negative performances, as growth expectations
for Asian economies were lowered and the oil price fell.

The expansionary policies adopted in Europe contrasted with the Federal Reserve’s decision to raise rates. This had an
impact on the currency markets, consolidating the rise in the value of the US dollar (the average EUR/USD exchange rate
in December 2015 was 1.088 versus 1.233 in December 2014).

THE BANKING SYSTEM

Bank deposits by resident Italian savers fell in 2015, with aggregate deposits totalling approximately €1,697 billion
in December 2015, representing a year-on-year decline of 0.6%. This negative performance is due to falling investment in
bonds, only partially offset by growth in deposits by resident customers. Funding costs (deposits, bonds and repurchase
agreements) continued to follow a downward trend in 2015: the average cost of customer deposits in December 2015 was
1.19%, compared with the 1.27% of July 2015 and 1.50% of December 2014.

After the decline registered early in the year, from August on, bank lending began to see year-on-year growth for the first
time since 2012. Total lending in December 2015 — excluding interbank loans — amounted to €1,830 billion, compared with
the €1,828 billion of December 2014.

The ongoing crisis and its lingering effects mean that lending in Italy remains highly risky, with the banking system reporting an
increase in gross doubtful loans over the year. In November 2015, such loans totalling approximately €201 billion, up around €20
billion on the previous year, whilst the percentage of total loans represented by doubtful loans stood at approximately 10.4% in
the same month (9.5% in 2014; 2.8% in 2007). The average interest rate applied to consumer and corporate loans continued to
fallin 2015, with the rate standing at 3.26% in December 2015, compared with 3.38% in July 2015 and 3.6% in December 2014.

PRINCIPAL COMMERCIAL INITIATIVES

2015 saw BancoPosta RFC proceed with a commercial strategy designed to foster the cross-selling Poste Italiane Group
products. In the private current account segment, this strategy resulted in expansion of the Conto BancoPosta Piu offering
through the introduction of new promotions, with customers purchasing insurance policies or savings products being
offered free banking (no annual current account fee). Likewise, business current account holders were offered a higher rate
of return if they deposited their money in an Opzione SorpRend account for a longer period, whilst BancoPosta In Proprio
Web account holders were offered a refund of their account fees in return for meeting certain conditions.

With regard to the distribution and management of Postal Savings products, during 2015 the issuer, Cassa Depositi e Prestiti
SpA, proceeded with a review of its offering, with a view to responding to changes in the market and in customer needs. The
issue of certain Interest-bearing Postal Certificates (BFPs) was halted (Buono BFP3x4Fedelta, Buono BFP3x4RisparmiNuovi
and BFPImpresa) and replacement products introduced, including: BFP4x4Fedelta for customers redeeming at maturity
certificates or bonds 