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Key figures (1)

311272006 31/1272006 31/12/2005% Change Change
restated 311272006 - 31122006
31/1272005 (%} reslated -
34122005 (%)
CONSOLIDATED BALAMCE SHEET {€/mil)
Total assets 288551 280 683 263,258 +96 +£6
Loans o customers {excluding NPLs) 156,699 152,746 138,427 +13.2 +16.3
Equity sharchoklings 893 819 +98
Group net shureholdens’ equity 14,338 13,483 +6.3
CUSTOMER FINANCIAL ASSETS {€/mii}
Total financial assets (2) 446,394 438670 401,838 +i1.1 +8.2
- direct deposity 187,564 181,432 165,230 +13.5 +5.8
- indirect deposits 284,812 283 220 262 232 +86 2.0
- assel managerpent 162,293 161,704 157,990 +2.7 +2 4
- a5se) adminsization 122,519 121,516 104,242 +17.56 +16.6
LOAN RISK RATIOS {%)
Doubtful keans / Leans to custorners 2.0 2.0 24
Nan-perforrnireg financing / Loans to customers 0.7 0.7 08
Problein and mestructured financmg /£ Loans 1o customers 08 0.8 08
Financing dus/overdue by more than 180 days / Loans to customers 05 0.5 08
EQUITY SOLVENCY RATIOS (%) (3)
Care tier 1 ratia 64 68
Tier 1 ratio 7.0 74
Total risk ratio 9.2 94
SHARES
Number of shares {thousands) 1,875,088 1,871,151 +0.2
Listing lor the period (€}
- average 15.127 11.836 +27 .8
- Jow 12.986 10.201 +27.3
- high 17.928 13420 +336
Market capitalzation (€4nil 33,002 24719 +33.5
Dividend per share {€) (4) 057
Dividend per share / Average annudl listing (%) {4) 482
Book value per share (€) (5) 7.66 1.22 +6.1
OPERATING STRUCTURE
Ernpikayess (B} 50,071 42 505 42326 +18.3 +14
- laky 40,839 40,037 39,641 +3.0 +10
= Foreign 9,232 2,868 2685 ns. +6.8
Domestic branchis 3,286 3201 3,172 +36 +0.9
Foreign branches and representative oftices 415 156 136 ns, +14.7
Fitsancia! planners 4217 4217 4,151 +1.6 +16
2006 2005 Change
2006 / 2005 (%}
CONSOUDATED STATEMENT OF INCOME (/mil)
Netserest incotne 4,138 3,798 +8.0
Net comimissions. 3,389 3,284 +3.2
Total operating incorne 9,098 8,201 +10.9
Net adiustments to loans -501 492 +1.8
Net_adjustinents to other linancial assels -12 -1 ns.
Net operating income 8,585 7,708 +114
Operating costs -4, 838 4,656 +5.2
Pre-tax operating profit 3,580 2,954 +21.5
Nt profit 2,148 1,983 +8.3
Het profit per share (€) (7) 1.15 1.06 +£.5
Diluted net profit per share (€) (7) 1.15 1.06 +8.5
MAIN RATIOS (%)
Rof (B} 17.6 17.2
Cos1/ Income ratio (&) 53.8 56.8

(1) During 2006, the major changes to the Group’s scope of consolidation are attributable to the inclusion, at the end of the year of Cassa dei Risparni di Forli,
Panorska Banka and Bank of Alexandria, as well as, frorn the second quarter, Banca ttale Albanese. As these changes mostly took place at the dlose of the year,
they had no sigificant impact on the statement of incomne, but didd affect the main operating volumes. In order to give a homogeneoys comparison of the vol-
urnes, the column "31/12/2006 restated” contains the figures reconstructed on the basis of the scope existing at the end of 2005.

{2) Includes netting between dircct deposits and asset inanagernent,

{3} Solency rtios as at 31 Decernber 2005 have been reworked compared 1o fiqures from the 2005 Financial Staternents in order to take inlo account the introduc-
tion of definitive provisions and specific regulations for transition to IASAFRS published by the Bank of italy in April 2006.

{4) The 2006 dividend will be distributed by the new lagal incorporating hody Intesa Sanpaolo 3.p.A..

{5} Net shareholders” equity ! Number of shares in circulation.

{6} Includes atypical contracts.

{7) Calculated on the basks of 1AS 33.

&) Net profit | Net shareholders’ equity at year-end (excluding profith

@) Personnel costs, other adinistrative costs and amortization | Total operating income. The indicator is cakulated on the basis of the values expressed in the reclas-
sified statement of income. The Attachments (o the consolidated financial statements contain a comparison of the reclassified staternents and the relative finan-
cial statement tables.




Group structure

—

CENTRAL FUNCTIONS

)

SANPAOLO iMi

» Governance, support and control functions
¢ Equity shareholdings
- Sanpaolo IMU international {Luxembourg)
- Santander Central Hispano {(Spain; 2.2%)
- Natlxis (France; 1.7%)
- Bangue Palatine (France; 37.3%)}
- Cassa di Risparmia di Firenze {18.6%)
- Banca delle Marche (7%)
- Cther equity shareholdings
* Finance
+ Macchina Operativa Integrata
{integrated Operating Vehicle)

D)

-

|

(_ BANKING

RETAIL & PRIVATE

Sanpaclo IMI-Retaii & Private

Cassa di Risparmio di Padova e Rovi?oﬂiztail & Private
Cassa di Risparmia in Bologna-Retail & Private

Cassa di Risparmio di Venezia-Retail & Private
Friulcassa-Retail & Private

Sanpaclo Banca dell'Adriatico-Retail & Private
Sanpaclo Banco di Napoli-Retail & Private

Neos Banca (99 5%)

Farbanca (19.3%) (1)

CORPORATE

« Sanpaolo IMI-Companies

Cassa di Risparmic di Padova e Rovigo-Companies
Cassa di Risparmio in Bologna-Companies

Cassa di Risparmio di Veneria-Companies
Friulcassa-Companies

Sanpaalo Barica dell'Adriatico-Companies
Sanpaolo Banco di Napoli-Companies

Sanpaolo Leasint

[

SAVINGS AND ASSURANCE
11
EURIZON FINANCIAL GROUP

[

[

EURIZONVITA

+ Eurizonlife {irefand)
* EurizonTutela
s Universo Servizi

1f

BANCA FIDEURAM (92.5%) (2)

* Sanpaolo Invest SIM
+ Financiére Fideuram (France)

- Euro-Tresorerie (France)

- Fideuram Wargny Gestion SAM (France)
* Fideuram nvestimenti
Fideuram Bank (Luxembourg)
- Fideuram Bank Suisse (Switzerland)
Fideuram Fiduciaria
Fideuram Gestions {Luxembourg)
Fideuram Asset Management ffrefand)
Sanpaclo tnwvest {retand (reland}

LI R

WHOLESALE

» Sanpaolo iMlLarge Groups

* Sanpaolo iMI-International Netwoerk
- Sanpaoclo IMI Bank Ireland (ireland)
- Sanpaolo IMI Internazionale

+ Bana IMI

* Banca OPl
- FIN.OPI

OTHER ACTIVITIES

+ Ml Investimenti
+ Cassa dei Risparmi di Forll (38.3%) (3}
+ Sanpaolo Bank (Luxembourg}
- Sanpaolo Bank Suisse (Switzerland)
- Santpaolo Immobiliere
+ Sanpaoclo Fiduciaria

1z

EURIZON CAPITAL

« Eurizon Capital (Luxernbourg)
+ Eurizon Alternative Investiments

(1) On 6 March 2007 it was ducided to cxde the shareholdings in Farbanca te Banca Popolare df Vicenza.
(2) Sharchuliing held directly of indirectly by Eurizon as a result of the voluntary Public Offer conchaded on 25 October 2006. On 18 Jatwiary 2007, the residual obligatory
Public Oller launched by Eurizon on 7.5% of the capital of Banca Fideuram was conchided. As a result of the residual offer, Eurizon heid 98.7% of Banca Adeuram and
will evercise its purchasing nghts on the remaining shares within four months, The talian Stock Exchamge amanged the defisting of Banca Fideurain sharos as from 24

January 2007,

{3} As frotm 19 March 2007, Cassa tei Risparmi o Forli took on the narme Cassa ded Risparmi of Forf) e defla Rommagna,
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12 ( Reclassified Consolidated Financial Statements

Reclassified Consolidated Statement of Income ()

2006 2005 Change
{€/mil) (&/mi) 2006 / 2005 (%)
A, Net interest income 4,138 3,798 +2.0
B. Net commissions 3,389 3,284 +3.2
C. Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities 85 Y] +45.6
D. Dividends and incorne from other financial assets and liabilities 889 526 +69.0
£. Profits (losses) on equity shareholdings 128 104 +23.4
F.  Income from insurance business 459 431 +B8.8
TOTAL OPERATING INCOME 9,098 8,201 +10.9
G. Net adjustments to loans -501 -492 +1.8
H. Net adjustments to other financial assets -12 -1 n.s.
NET OPERATING INCOME 8,585 7,708 +11.4
I.  Personnel costs -2,945 -2,765 +6.4
L. Other administrative costs -1,552 -1,452 +6.9
M. Net adjustments to tangible and intangible assets -401 -435 -7.8
- Operating costs (1+L+M) -4,898 -4,656 +5.2
N. Other net income {expenses) 53 74 -284
0. impairment of goodwill . -47 -100.0
P Profits {losses) from disposals of investments 28 16 +75.0
Q. Net provisions for risks and charges -178 -141 +26.2
PRE-TAX OPERATING PRORIT 3,590 2,954 +21.5
S. Taxes for the period -1,067 -919 +16.1
T. Profits {losses} on disconitinued operations 20 5 ns.
U. Integration charges net of tax -341 - n.s.
V. Profit attributable to minority interests -54 -57 -5.3
NET PRORAT 2,148 1,983 +8.3
Net profit per share (€) 1.15 1.06 +8.5
Diluted net profit per share (€) i.15 1.06 +8.5

(1) The rectassified consolidated staternent of income airms To present managerent econormic margins. The contribution of the Group's insurance commpanies fo *Total
operating incorme” is summarized in “Income from insurance business®. Furthormore, the scope of consofidation of the Group was widenad during 2006 with the
inclusion, at the end of the year, of Cassa dei Risparmi of Forfi, Panonska Banka and Bank of Alexandria, as veell as, from the second quarter, Banca ftalo Albanese.
in any case, as the majority of these changes occurred at the dosing of the year, their impact on the staterment of incorme was negligible.
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Quarterly trend in the Reclassified Consolidated Statement of Income (1)

2006 2005
Fourth Third  Second First  Quorterly Fourth Third  Second First  Quartorly
quarter  quarter  quarter  quarter  average quarter  quarter  quartef  quarter  avefage
mi) (&) (€/mily (€l (€/mil} Ehnl)  (€mil)  (e/mil)  (Eanil)  {€/mil)
A. Net interast income 1,080 1,039 1,026 993 1,035 980 954 g43 o1 949
Net commissions 855 825 2856 853 847 861 B&O 816 747 821
C. Income from dispesals of credit, financial
assets held to maturity and repurchase
of non-hedged financiat liabilities 37 9 29 10 21 2 13 38 5 15
D. Dividends and income from other financial
assets and liabilities 429 135 181 144 222 102 207 166 51 132
E. Profits {losses) on equity sharehofdings 52 17 44 15 3z 18 11 66 12 26
F. Income from insurance business 173 93 103 100 117 129 120 118 64 108
TOTAL OPERATING INCOME 2,626 2,118 2,239 2,115 2274 2,089 2,165 2147 1,800 2,051
(. Net adjustments to loans -142 126 137 96 -125 -135 -128° 142 -87  -123
H. Net adjustrments to other financial assets -1 -1 - - -3 3 -1 -2 -1 -
MNET OPERATING INCOME . 2,473 1,991 2,102 2,019 2146 1,957 2,036 2003 1,712 1,928
I, Personnel costs -823  -724 705 693 -736 -754 682 -6%3  -680  -692
L. Other administrative costs -477 0 -342 AN -362  -388 -422 -336 -353  -341 -363
M. Net adjustments to tangible and intangible
assets -127 -92 -98 -84 -100 -129 -105 -103 -98 -109
- Operating costs (I+L+M) -1,427 -1,158 -1,174 1,139 -1,224 -1,30% -1,123 1,109 1,119 -1,164
N. Other net income (expenses) 19 8 15 1 13 25 7 32 10 19
0. Impairment of goodwill - - - - - -46 -1 - - -12
P.  Profits (losses} from disposals of investments 27 1 - - 7 3 - 13 - 4
Q. Nat provisions for risks and charges -79 -34 -27 -38 -45 -8 -23 -75 -35 -35
PRE-TAX OPERATING PROFIT 1,013 808 916 853 897 626 896 864 568 740
S. Taxes for the period <127 -301 318 AN 267 -132 -280 280 227 -230
1. Profits losses) on discontinued operations -29 5 38 6 5 -11 20 -10 6 1
U. Integration charges net of tax -341 - - - -85 - - - - -
V. Profit attributable to minority interests -6 -14 -15 -19 -14 -8 221 -13 -i4 -14
MNET PROFIT 510 498 621 519 536 474 615 561 333 497

(1) The redlassified consolidated staternent of income aitns to present management economic margins. The contribution of the Group's insurance companies to “Total
operating income* is surmimarized in “Income from insurance business®, Furthernore, the scope of cornolidation of the Group was widened during 2006 with the
inclusion, at the end of the year, of Cassa el Risparmi di Forli, Panonska Banka and Bank ot Alexarwiria, as well as, from the second quarter, Banca Htalo Alhanese,
In any case, as the majority of these changes occurred at the closing of the year, their impact on the staterment of incorne was negligibie.
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Reclassified Consolidated Balance Sheet (1)

31/1272006 311272005 Change
31/12/2006 -
31122005
&/l (€/mil) L W"".’,),H
ASSETS

A, Cash and cash equivalents 1,534 1,107 +38.6
8. Financial assets {other than credit and assets held to maturity) 80,437 77,402 +3.9
C. Assets held to maturity 2,872 2,535 +13.3
D. Leans to banks 30,058 28,836 +4.2
E. Loans to customers 157,800 139,507 +13.1
F. Hedging derivatives 1,020 435 +134.5
G. Fair value changes of generically hedged financial assets (+/-) - - -
H. Equity shareholdings 893 819 +2.0
b.  Insurance reserves attributable to reinsurers 46 29 +58.6
L. Tangible assets 2,951 2177 +356
M. Goodwill 2,023 756 +167 6
N. Other intangible assets 282 252 +11.9
0. Tax assets 2,690 2,728 -1.4
P Non-current assets and discontinued operations 176 220 -20.0
Q. Other assets 5,769 6,455 -10.6
Total assets 288,551 263,258 +9.6

LIABILITIES AND SHAREHOLDERS' EQUITY
A, Due to banks 38,913 35,682 +9.1
B. Due to customers 105,493 92,306 +14.3
€. Securities issued 55,914 46,985 +19.0
D. Financial liabilities held for trading 9,664 11,342 -14.8
E. Financial liabilities designated as at fair value 26,157 25,939 +0.8
F. Hedging derivatives 1,019 730 +39.6
G. Fair value changes of generically hedged finandal liabilities (+/-) -97 -35 +177.1
H. Tax liabilities 969 860 +12.7
|. Liabilities on discontinued operations 165 164 +0.6
L. Other liabilities 5,949 10,573 -59
M. Provisions for risks and charges 3,274 2,883 +13.6
N. Technical reserves 22,540 22,113 +1.9
Q. Minority interests 253 233 +8.6
P Group net shareholders” equity 14,338 13,483 +6.3
Total liabilities and net shareholders' equity 288,551 263,258 +9.6

{1) The scope of consofidation of the Group was widened during 2006 with the inclusion, at the end of the year, of Cassa dei Risparmi di Fodfl, Panorska Banka and

Rank of Alexandria, as well as, from the second quarter, Banca ltalo Albanese. These chanies aftected somne of the main operating volumes. in order to grve an
homageneous comparison of these volumes, the figures reconstructed on the hasis of the scope of consalidation in effect at end 2005 are given helow:

Loans to customers 153,779 €hrif
Goodhwitl 756 €hmil
Due to custormers 100,580 €/mit

Securities ssued 54 684 €fmil
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Quarterly trend in the Reclassified Consolidated Balance Sheet (1

2006 2005
3112 309 306 313 3112 30/9 30/5
el {€/mil) (€/mif) (€l {€/nil) (€/mil} {E4mif)
ASSETS
A, Cash and cash equivalents 1,534 951 262 967 1,107 870 1,016
B. Financial assets {other than credit and assets held to maturity) 80,437 77,251 73,033 75,068 77,482 90,678 91,190
C. Assets held to maturity 2,872 2,356 2,433 2429 2,535 2,475 1,660
D. Lloans to banks 30,058 30,785 31,094 34,724 28,836 29,937 26,165
E. Loans to customaers 157,800 150,184 147,330 144,170 139,507 138,289 132,443
F. Hedging derivatives 1,020 434 522 324 43% 653 855
G. Fair value changes of generically hedged financial assets (+/) - .- - - - - -
H. Equity shareholdings 883 1,015 985 847 819 813 796
i. Insurance reserves attributable to reinsurers 46 40 35 29 29 25 23
L. Tangible assets 2,951 2,723 2,657 2,153 2,177 2,221 2,248
M. Goodwill 2,023 794 794 756 756 761 762
N. Cther intangible assets 282 231 232 239 252 256 259
0. Tax assets 2,690 2,330 2447 2529 2,728 3,188 3299
P Non-current assets and discontinued operations 176 332 798 220 220 - -
Q. Other assets 5769 5097 6B81 6151 6455 6478 6910
Total assets 288,551 274,523 270,243 270,606 263,258 276,344 267,626
LIABILITIES AND SHAREHOLDERS' EQUITY
A. Due to banks 38,613 39,656 36,376 39,385 35,682 44,193 39,963
B. Due to customers j05,493 6B, 385 98,0090 94516 52,306 95489 89,907
C. Securities issued 55,914 50,966 48,509 48290 46,985 47,005 48,072
0. Financial liabilites held for trading 9664 9818 9608 11535 11,342 13,561 14,214
E. Financial liabilities designated as at fair value 26,157 25871 25,386 25,955 25,939 25373 25,096
F.  Hedging derivatives 1,019 527 354 541 730 1,103 874
G. Fair value changes of generically hedged financial liabilities {+/-) -97 -82 -98 -79 -35 11 34
H. Tax liabilities 969 1,149 950 1,028 860 1,412 1,261
I.  Labilities on discontinued operations 165 265 585 164 164 - -
L. Other liabilities 9,949 7.999 11,835 10,121 10,573 10,162 11,378
M. Provisions for risks and charges 3,274 2,620 2,575 2,801 2,883 2,620 2,627
N. Technical reserves 22,540 22,603 22,000 21,893 22,113 22135 21,709
Q0. Minority interests 253 207 205 245 233 218 186
P Group net shareholders’ equity 14,338 14,539 13,949 14,211 13,483 13,052 12,295
Total liabilities and net shareholders’ equity 288,551 274,523 270,243 270,606 263,258 276,344 267,626

(1} The scope of consalidation of the Grouyp was widened during 2006 with the inclusion, al the end of the year, of Cassa dei Risparmi di Forli, Panonska Banka and
Bank of Alexandria, as well as, from the second quarter, Banca Ralo Alsanese. These changes affected same of the main operating wolumes. In ordes to give an
hornogenecus comparison of these wolumes, the figures reconstructed on the basis of the scope of comolidation in effect at end 2005 are given below:

Loans to custorners 153,779 €/mil
Goodwill 756 €/mil
Due o customers 100,580 €/mil
Securities ssued 54,684 €imil
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Economic background

The International context

The world economy closed 2006 with a growth estimated at
around 5%, for the third year in succession. The United States has
gone through large-scale resizing of the property prices which has
slowed economic growth. On the other hand, the euro-area
regained cyclical strength and returned to growth with rates
above the expected. Despite statistical revision, Japan's produc-
tion remained around 2%. Emerging countries, especially China
and India, continued to grow at fast rates thanks to the perform-
ance of international trade and large inflows of capital. Finally,
with the intensification of so-called South-South commercial and
financial exchanges, even those economies on the margins of
development showed improvements in the levels of pro capita
income,

The performance of raw material prices was stable in the first half
of the year but fell towards the end of 2006. Despite continuing
geopolitical tension in the Middle East, the price of crude oil ben-
efited from favorable climatic conditions and the good perform-
ance of reserves. Qil reached 78 dollars a barrel in July then fell by
over 20% and closed at 61 dollars a barrel at the end of
December.

Although consumer prices rose in many countries, worldwide
underlying inflation (less the performance on energy and food
prices) remained steady. The rise in energy prices was not reflect-
ed in salary increases and medium-term inflation forecasts
remained low,

After a particularly robust first quarter, the real economy in the
United States began to decelerate towards tendential growth
rates below potential. GDP increased 3.3% in 2006, a slight rise
over 2005, The major driving force was internal demand, espe-
cially consumption sustained by disposable income. Corporate
investment were slightly downsized while residential investments
fell heavily into the negative.

The public sector deficit was slightly reduced to 1.9% of GDP in
2006 from 2.6% in 2005. However, foreign debt continued to
grow and reached around 7% of GDP.

Overall inflation in the United States (3.4%) followed the trend of
oil prices and was accompanied by a rise in underlying consumer
prices (2.5%). above the limit considered sustainable by the
Federal Reserve {Fed).

After raising rates from 4.25% to 5.25% in the first part of the
year in response to a decelerating economy and with inflationary
pressures under control, the US central bank then kept the policy
rate unchanged. The performance of long-term rates cnly partly
followed the rise in short-term rates, accentuating the negative
curve and closing the year at 4.70%.

The decrease of the interest differential between the United
States and the eurozone, connected to the ending of restrictive
actions of the Fed and the continuation of the policy of raising
policy rates in the EMU — together with fears of a sharp deceler-
ation of the American economy — led 1o a depreciation of the dol-
lar against the euro after a prelonged period of stability. The dol-
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lar/euro exchange rate opened the year at around 1.18 and closed
at 1.32, a depreciation of some 11.5%. The doltars exchange
against the yen appreciated by a little under 0.9%.

During 2005, the Japanese economy showed an annual growth
of around 2% which, without being exceptional, was within the
average of mature economies. Despite business and family confi-
dence remaining high, the weakness of consumption, in the face
of disappointing rises in real wages, and the poor performance of
investments have a bearing on future prospects.

On the prices front, the prolonged phase of deflation seems to
have passed, even if the change in the consumer price index
remains very small. Faced with uncertainty in the ecanomic cycle
and a more placid than expected performance of prices, the cen-
tral bank of Japan has kept interest rates unchanged at 0.25%
from July to the end of the year,

As far as emerging countries are concerned, 2006 saw their con-
tinuing autonomy from the cydical phase of the mature
economies, thanks both to the development of the domestic mar-
kets and to the performance of foreign demand.

Latin America enjoyed sustained growth (4.7%), mainly stimulat-
ed by the boom in the price of raw materials and public spending
connected to scheduled elections. However, the development of
the region remains influenced by the political situation. In some
countries, governments are finding it difficult to give strong indi-
cations of implementing the structural reforms necessary to
improving competitivity.

Some new members of the European Union saw their prospects
{or joining the euro-area diminish because of a drifting away from
the plan of convergence to the fiscal parameters {oreseen in the
Maastricht Treaty. The year ended with the entry of Bulgaria and
Romania into the EU, while negetiations for the entry of Turkey
are stalled over the disagreements over Cyprus.

In 2006, Asia continued to stand out from the emerging markets
because of a particularly brilliant economic performance. With the
exception of indonesia, all the major countries in the area witnessed
an acceleration in growth. More in detail, China and India contin-
ued to expand - respectively growing 10.6% and 8,5% — and are
increasingly the drivers for the development of the entire area. The
region has also continued to receive foreign capital, mainly in the
form of FDL. The continuing inflow of foreign capital has translated
into a general appreciation of Asian cumencies which led some
countries in the area to loosen restrictions of the export of capital
in the final months of the year. In line with the exceptional advance
of China, also the yuan tended towards appreciation, heavily bal-
anced by the intervention of the authorities.

Qil prices have influenced the macro-economic performance of
countries in the MENA area (Middle East, North Africa). Besides
the obvious benefits for producing countries, the significant rise
in the amount of money remitted by emigrants and the increase
in liquidity — transformed into greater investment — have created
growth opportunities for the entire region. The good cyclical
phase allowed the authorities to acceierate their efforts for
greater economic diversity. All the same, intensification of ten-
sions in lrag, anxiety over Iran’s nuclear program and the political
situation in Lebanon continue to foster a geopolitical uncertainty
that penalizes the area.
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The eurozone and italy

Despite atternating growth rates, economic activity in the euro-
area closed 2006 in a favorable cyclical phase. Overall, estimates
for annual GDP growth (2.8%) show the highest annual rate since
2001. Internal demand made the greatest contribution to the
growth, allowing consolidation of the economic recovery and less
dependence on foreign impulse. Investrments were favored by
good financing conditions, while {inal family consumption was
sustained by a rise in employment. The perfermance of the econ-
omy became more solid over the course of 2006, thanks also to
the geographical spread of the recovery phase. Of the main mem-
ber countries, Spain posted the highest average quarterly growth
rate, followed by Germany, ltaly and France.

Overall inflation, mainly driven by the performance of energy
costs, was 2.2% for the year. Underlying inflation remained sta-
ble at 1.4%, indicating that the indirect and secondary effects
(wage-price spiral) of the rises in oil prices were guite fimited. The
positive performance of GDP and the non-marg:nal risks for price
stability led the ECB to increase the policy rate gradually to 3.5%
in December.

For Italy, 2006 was the year of cyclical recovery, after a five-year
period of predominant stagnation. GDP grew by 1.9%. Foreign
demand gave impartant support to the performance of exports,
and therefore growth that generally appeared more balanced
thanks to the increased solidity also of the internal components of
demand. Family consumption in particular showed encouraging
signs of recovery. Investment recorded an increase in equipment
for campanies while households continued to buy homes.

The year was characterized by the recovery of ltalian industry.
Industrial production posted an increase of over 2%, driven by
expansion in sales, mainly on foreign markets. Instrumental goods
made the largest contribution, favored by the recovery of the
cycle of German investments. The performance of the automo-
bile, electrical and electonic and machinery compartments
should ako be mentioned. There were less obvious signs of recov-
ery in some of the more traditional sectors such as textiles and
clathing, furniture and non-metailic mineral working, However,
these sectors showed signs of a repositioning of production
towards supply segments with higher added value.

The overall contribution of industry to the national product was
still contained, unlike services. The profitability of manufacturing
companies was penalized by the cost of raw materials, in particu-
lar energy, that led to a significant erosion of operating income
from the typical operations in some industrial sectors.

At territorial level, the economic recovery seems spread over all
areas, even if with some differences. On the supply side, the
ragions of the North not only benefited for the recovery of the
manufacturing sector but alse recorded considerable progress in
services, as can be seen from the employment figures. On the
dernand side, export recorded its major rises in the regions of the
Center which also saw the highest household spending. Overall,
forecasts for the South indicate growth below the national aver-
age.

Thanks to inflows well above expectations, the balance for public
finance for all of 2006 s in net improvement. Deficit on GDP
{4.4% in 2005} fell to 2.4% in 2006, net of one-off charges. On

the other hand, the ratio between public debt and GDP is esti-
mated to be worsening for the second year in succession.

The inflation rate for 2006 was 2.1%, a slight rise over 2005
(1.9%;). In the final months of the year, the inflationary pressures
deriving from energy prices lessened, bringing inflation back to
under 2%.

Banking industry

Banking activity was very lively during the year. Overall loans,
according to harmonized series, recorded an all-time increase
(+10.7%), characterized by a wide positive differential with respect
to the growth of nominal GDP. The performance of loans was main-
ly sustained by the compartments linked to the property market,
such as home mortgages, financing to building and public works,
and to some service compartments. Another important contribu-
tion came from insurance companies and pension funds, involved
in restructuring processes partly connected to pension reform.

In 2006, household loans rose by 9.8%, a very slight decease
compared to 2005. Demand was mainly far mortgages to pur-
chase homes, favored by the slow settling of property prices and
the continuation of an attractive monetary policy. In parallel, con-
sumer credit continued to expand, Despite the progress towards
European standards, the rate of household debt (54% in 2006)
remained at lowish levels.

Loans to non-financial companies increased strongly over the year
(+12.3%), in line with the exuberant credit cycle in periods of eco-
nomic expansion. Loans to industry in the strict sense seemed
lower than to other sectors, although they did show a significant
tendential acceleration related to the recovery of investments and
production.

The intense recourse of households to consumer credit and the
need of drculating capital for industrial companies accelerated
the performance of short-term loans (+8.9% for loans up to one
year), even with a continuing considerable gap compared to the
medium-/long-term segment {+12.4%).

At territorial level, the available data show a lively contribution to
the rise of overall loans from the South and Islands. This was
accompanied by the driving effect of demand in the North West
where there was a recovery of loans to industrial companies
which, all the same, were still at low levels.

Net non-performing loans continued to decrease during 2006,
keeping risk indicators at contained levels.

The performance of internal funding, according to harmonized
series, was particularly positive during the year (+9.6%), thanks to
intense placement of banking bonds in all currencies {(+12.5%).
Overall growth in other funding components was high, thanks to
the solid contribution of repurchase agreements. Deposits
{(+5.6%) were affected by companies using part of their liquid
assets to finance production processes.

Monetary restriction in 2006 led to an increase of 125 basis points
in policy rates since the end of 2005, leading to a rise in banking
interest rates. Asset rates rose more for non-financial companies
{+85 basis points), especially for the long-term. As far as house-




hold rates are concerned (+55 basis points), there was a more sig-
nificant increase in the charges for home mortgages compared 10
other types of loans. With regard to liabilities, deposits and bond
rates were more or less stuck (+50 basis points). The different
reaction of banking rates caused a rise in the short-term spread
(+27 basis points), an effect on the broadening of the mark-down
{+85 basis points) and the parallel fall in the mark-up (-58 basis
points), compressed by the growing competition of the sector.

Securities brokerage

International share indices dlosed the year rising strongly, particu-
larly in Europe. The positive trend of markets in 2006 was in line
with the very good performance of company profits that grew at
fast rates and above expectations.

Overall, the growth of market indices was concentrated in the
second half of the year, driven by the fall in oil prices that, starnt-
ing in mid-summer, favored a rise in the indices and contributed
to a lessening of inflationary pressures and the containment of
the upward drive of interest rates, espedially in the United States.
The weakening of tension was also seen in the performance of
share volatility indices, which fell after the highs of the summer to
historical low values.

In 2006, the S&P500 index gained over 13.6%, Nikkei 6.9%,
DIStoxx (for 600 Eurcpean companies) 17.8%, DJEuro Stoxx
20.3% and S&PMIB 16%. Taking into account that the euro
exchange rate appreciated 11.5% against the dollar and the yen
slightly depreciated against the US currency, the differences in the
performance of the markets in the three areas (United States,
Eurcpe, Japan) are even more marked.

The larger gains of the European share indices reftect both the
more favorable fundamental factors compared to the United
States, such as the smaller starting ratio between price and prof-
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it, and the different composition of the sectors, with a lesser influ-
ence in Europe {compared to the United States) of the techno-
logical and pharmaceutical sectors whose annual performance
was more contained. The biggest gains can be seen in the sectors
of base materials and resources, finance, discretional consumer
goods and utilities.

Because of the recovery of share prices in Italy, market capitalization
of ltalian companies listed on national indices rose to 778 billion
euro {from 676 billion at end 2005} and is estimated at 52 8% of
GDP (47.7% at end 2005). There were 21 new companies quoted
(15 in 2005). On the other hand, the flow of investments into the
ltalian market, channeled trough Public Ofiers fell to 5.3 billion euro
(6.8 billion in 2005), through 26 transactions (compared to 18
transactions concluded in 2005, that however included placements
of considerable importance such as that for ENEL), Funds abtained
by listed companies through capital increases amounted to 5.1 bil-
lion euro (compared to 12.1 billion in 2005), associated to 23 oper-
ations (21 in 2005). The average daily value of shares exchanged
increased to 4.5 billion euro {as against 3.7 billien in 2005).

Asset management

Asset management suffered a considerable slowing down during
2006. A symptom of this was the weak performance of mutual
funds which witnessed a large outflow (-18 billion eurg), partly
motivated by the decisions to realize gains accumulated in three
years of positive markets. Despite the outflow of resources, the
volumes managed rose to 609 billion in December thanks to the
appreciation of the amounts. The lively expansion of round trip
funds, subjected to @ more favorable tax regime than ltalian
funds, and of foreign funds partly counterbalanced the negative
performance of Itafian funds.

The available figures indicated that the life insurance business
went through a year of adjustment characterized by a fall in pre-
miums and a more contained performance of technical reserves.
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Action points and initiatives
in the year

Merger between SANPFAOLO IMI and Banca Intesa and the
new Business Plan

20056 was a turning-point for the Group with the birth of a new
player in the banking industry in ltaly and Europe as a result of
the merger between SANPAOLO IMI and Banca Intesa. The
transaction, approved by their respective extraordinary share-
holders’ meetings and authorized by the authorities, was con-
cluded on 28 December 2006 by stipulating the merger agree-

ment, which took legal, accounting and taxation effect as of 1

January 2007. The merger of the two Groups was a particularly
important event {or the banking industry and the Italian econo-
my as it created a major operator able to compete in the finan-
cial services sector on a Europaan level. It lays the foundations
for further growth and offers an exceptional opportunity to cre-
ate value for the shareholders. Banca Intesa and SANPACLO IMI
have a long history and culture in the world of banking as well
as unique experience in ltaly; so this merger is considered low-
risk and enables the new bank to take advantage of the highest
potential offered by the two banks thanks to:

* high complementary territorial coverage, with a widespread'

network throughout the nation, concentrated in the richest
areas of the country and with limited overlapping;

* increased operational efficiency made possible by the
economies of scale obtained by sheer size;

* high business and organizational compatibility characterized
by the presence of a Parent Bank with clear responsibilities for
managernent and control over local banks and firms special-
ized in specific products and services.

The new Group is among the leaders in eurozone banking
groups, with a market capitalization of abgut 75 billion euro at
the beginning of 2007. It is a leader in Italy, with an average
market share of around 20% in all business segments and a
network of about 5,500 branches well-distributed throughout
the country.

The merged Group has an important role in Central-Eastern
Europe with approximately 1,400 branches and over seven million
subsidiary bank customers. It alsa boasts an international network
specialized in supporting corporate customers, which covers in
particular countries in the Mediterranean and areas where ltalian
companies are most active, such as the United States, Russia,
China and India.

In relation to corporate governance, Intesa Sanpaolo adopted a

dualistic administration and control system, comprising:

* a Supervisory Board, elected by the Shareholders’ Meeting,
through the list vote mechanism. The powers assigned pur-
suant to the articles of association, in addition to matters set
forth by law, include approval of industrial and finandal plans,
the company and Group budget prepared by the Management
Board, as well as strategic operations and particularly impor-
tant economic-financial transactions;

* a Management Board, appointed by the Supervisory Board,
which is assigned the management of the company in compli-
ance with the strategic guidelines approved by the Supervisory
Board. To this end, it carries out all operations of ordinary and

extracrdinary management which are required for achieving
company objectives.

The organization model adopted by Intesa Sanpaolo is based on
sixteen Head Office Departments — thirteen of which are grouped
into four Governance Units — for guidance, coordination and con-
trol and six Business Units, described below, with specific business
responsibilities:

» Territorial Bank Division, its mission is to serve retail cus-
tomers (families, affluent, small business, private and com-
panies), creating value through widespread coverage of the
country, attention fo local market needs and maximizing
the brands of banks and specialized firms under the
Business Unit;

» Corporate and Investment Banking, dedicated to corporate
customers and financial institutions in Italy and abroad, with
the 1ask of creating value through the offer of cormperate bank-
ing products and services for their customers and investment
banking, capital markets, merchant banking and factering for
the entire Group;

* Foreign Banks, with the task of supervising and coordinating
foreign markets, where the new Group is present through sub-
sidiary and partly-owned commercial banks, defining strate-
gies aimed at identifying growth opportunities and managing
relations with centralized structures of the Parent Bank and
with international branches and offices belonging to the
Corparate Business Unit;

* Public Finance, responsible for customers in government, pub-
lic entities, local authorities, public utilities, healthcare struc-
tures and general contractors and responsible for developing
activities related to lending, project financing, securitizations,
financial consulting and taking part in initiatives and projects
for investing in the reference segments;

+ Eurizon Financial Group whose mission is to create value by
providing insurance and financial services for pension plans,
investment and protection of persons and assets;

* Group Finance, responsible for overall monitoring of activities
related to treasury, cash flow management, financial and
exchange rate risks and operational management of active
capital management and funding.

The operation as a whale was viewed as a "merger between
equals™; nevertheless, it needs to be accounted for in compliance
with standards set forth by IFRS 3 international policy, which
require that a “buyer” be identified. Banca Intesa was defined as
the buyer. Furthermore, in accordance with IFRS 3, 1 January
2007, the date when the legal effecs of the merger became
applicable, was identified as the date of acquisition and, there-
fore, as the date when the balances of the merged company were
incorporated with those of the merging company. In the merger
between SANPAOLO IMI and Banca Intesa, the acquisition cost is
represented by the fair value of Banca Intesa shares issued as of
the trade date, in exchange for the shares of the merged compa-
ny SANPACLO IMi (exchange ratio of 3,115 ordinary shares of the
new tntesa Sanpaolo Group, at 3 nominal value of 0.52 euro for
every SANPAOLO IMI ordinary or preference share at a nominal
value of 2.88 eurc). The cost was set at 34,126 million euro, in
addition to accessory charges for the transaction such as profes-
sional fees, costs for reports and appraisals.

After receiving authorization from the Bank of Italy at the end of
October, on 20 December 2006 also the [talian Antitrust
Authority authorized the transaction with the ebligatien te fulfill




certain commitments undertaken by the merging company, which

are cutlined below:

= sell to Crédit Agricole, by 12 Cctober 2007, the networks of
Cariparma and Friuladria, amounting to 452 branches (carried
out on 1 March 2007}, Po Vita and 202 branches;

* sell an additional 197 branches, following transparent and
non-discriminatory procedures, to one or more independent
third parties that are not shareholders;

+ inability to open new branches in 19 provinces for two years;

= wind up the joint venture in CAAM SGR and the related distri-
bution agreement (the agreement to wind it up was signed by
Intesa Sanpaolo and Crédit Agricole on 19 March 2007);

* sell to a third party a company branch consisting of a group of
activities and structures for the production and management
of life I, il and V insurance policies provided at 1,133 branch-
es of Intesa Casse del Centro and Sanpaolo Banco di Napodi, in
addition to other former Banca Intesa branches operating in
the same geographical areas;

* inability to distribute life I, Il and V insurance policies produced
by Intesa Vita and/or by Generali through former SANPAQLO
IMI branches or produced by EurizonVita through former
Banca Intesa branches;

« adopt suitable measures to ensure that the members of the
Supervisory Board and Management Board of Intesa Sanpaolo
indicated by Generali, or in any case whao have any direct or
indirect personal relations with Generali, do not influence in
any way the business strategies of Eurizon and its subsidiaries.

These commitments, which do not change the objectives of the
merger, were deemed by the Antitrust Authority as suitable to
overcome any critical issues related to competition that may arise
frem the merger and to prevent forming or strengthening domi-
nant positions.

With the agreement dated 1 December 2006, and in order to
reduce future numbers in personnel as a result of the reorganiza-
tionfrestructuring processes related to the merger with Banca Intesa,
SANPAOLO IMI and the Group trade union representatives agreed o
design an initiative to provide incentives for employees 10 leave, by
accessing extraordinary provisions from the Solidarity Fund of the
credit sector {governed by Ministerial Decrees no. 158 of 2000 and
no, 226 of 2006), and through specific measures for employees enti-
tled to immediate retirement due to seniority or age. Taking advan-
tage of this initiative is voluntary and should be decided by 30 June
2007; their leaving shall be planned and take place gradually over
2007 according to operational needs.

The merger was viewed positively by the market: on 2 January 2007
the international rating agency Fitch raised the support rating of
Intesa Sanpaolo from 2 to 1. The other ratings assigned to the Bank
were confirmed (AA- for long-term debt, F1+ for short-term and 8
for individual), with an outlook of stable. Also Standard & Poor’s
maintained assigned ratings: AA- for long-term debt and A-1+ for
short-term, with an outlook of stable. The same choice was made by
Moody’s, who confirmed their rating.

The process for operational integration began after the legal pro-
cedures of the merger. The main activities undertaken so far focus
on defining the organization structure of the new Group, man-
aging obligations and selecting the IT system. In particular, key
projects were kicked off for domestic and international company
integration in the various business segments and for standardiz-
ing IT systems.
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On 2 January 2007 the Intesa Sanpaolo Management Board defined
the first and second level organization structure for Business Units
and Head Office Departments, established their responsibilities and
appointed their managers. The organization structure was then
completed with the definition of the third and fourth levels of
responsibility for the Territorial Bank Division, Corporate and
Investment Banking, Foreign Banks, Group Finance, Head Office
Departments and Staff Units. The primary governance documents
are currently being drafted taking into consideration the specifics of
qgroup of origin and past experience. Obligations were also identified
that are needed to ensure the new Bank’s management, setting
forth the best solutions to guarantee operational continuity.

Concerning the [T system, on 20 February 2007, the
Management Board selected the IT platform based on former
SANPAOLO (MI solutions developed and integrated with certain
components of the former Banca Intesa system to manage
finance and administration. The project to migrate o the target
system is based on three phases: operational planning and start-
ing up workgroups; migration preparation, including setting up
technological infrastructures and the target system; completing
mll-out to Intesa Sanpaclo and banks, which will enable IT inte-
gration for the Territorial Bank and specific businesses.

The 2007-200% Business Plan is currently being defined: the strate-

gy of Intesa Sanpaolo will focus on sustainable growth and creating

value by developing stakeholder trust and maintaining strict controd
over all management decisions. The guidelines that will enable the
new Groups to achieve these objectives are summed up below:

* consalidating excellence in relations with the customers through
a strong push towards innovation in products/services, well-dis-
tributed geographical coverage throughout the country and
upholding best practices in operations and management;

» achieving and maintaining clear cost leadership through
economies of scale, in product factories and services/support,
and synergies in governance and control;

* maximizing employee personal and professional development
in order to increase human resource quality and motivation,
considered a Key to success for the new Group; creating a
leading group in ftaly with ambitions for international growth
thus opening up new professional development opportunities
for current employees and for new talent that the Group will
be able to attract;

= favoring national development, by providing financing for
large public works, company growth support, local develop-
ment, innovation and modernizing public administration;

* strengthening international presence considerably, thereby
benefiting from the high growth potential of foreign banks
already controlled in Central-Eastern Europe and creating the
conditions to increase geographical diversification;

» optimizing risk profiles and capital management, building on
the excellent quality of assets and sophisticated processes/tools
for risk management.

The new Business Plan, scheduted to be announced to the marketin
April 2007, will be a starting point 10 define strategies and action
plans for al} areas of business in which the new Group operates.

2006-2008 Plan

The merger with Banca Intesa meant an early end to the SAN-
PAOLC IMI Group's 2006-2008 industrial Plan, whose objectives
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were to maximize traditional strengths, such as asset quality, solid
equity, careful contro} over costs and brand awareness, as well as
maximizing the distinctive model of the Territorial Bank, selected
to strengthen the Group’s network banks.

In 2006, the SANPAOLO IMi Group took steps to achieve the
cbjectives set in the Plan. Concerning banking, the Group's core
business, the Territorial Bank, strengthened links between each
network bank and its local communities by maximizing brands
and implementing the branch plan aimed at improving the ability
to attract customers and penetrate local markets. The central
offices of governance, support and control played an important
role in coordinating the parties and stimulating innovation,
achieving synergies of scale and scope. In particular, innovative
loan products were prepared to meet the needs of customer
bases with high growth potential and satisfy the market.

Many initiatives were also taken on foreign markets, aimed at
favoring the internationalization of ltalian companies and at
strengthening Group presence in areas with high potential and
low banking activities. Additionally, there was a strong push in
investment banking to exploit synergies generated by further inte-
gration with the Group’s network banks.

Thanks to the actions undertaken, in 2006, the SANPACLO IMI
Group achieved excellent results, greatly surpassing the objectives
set in the 2006-2008 Plan for the year just ended; these results,
excluding the merger costs already entered in the 2006 statement
of income, meant that the target profit set forth in the Plan was
achieved in advance. Also in terms of profitability, 2006 resulis
estimate the target Rok of 18% forecast for 2008.

The main initiatives taken in the year are described hereafter for
each Business Sector,

Banking

Banking operations focused on consolidating domestic presence by
opening up new branches and reorganizing those already existing.

In accordance with what was set forth in the 2006-2008 branch
plan for commercial banks, approved by the SANPAOLOQ IMI Board
of Directors on 24 January 2006, 50 branches were opened dur-
ing the year.

Also in accordance with the plan, territory reorganization contin-
ved which involved reorganizing Group presence in the Adriatic
area, incuding Marche, Abruzzo and Molise. This reorganization
led to the incorporation of Banca Popolare dell'Adriatico into SAN-
PAOLC IMI and the subsequent spin-off of the company branch
formed by the branches in the ihree regions and operating points
of Banca Popolare dell"Adsiatico in Romagna into Sanpaolc Banca
del" Adriatico, a new company fully controlled by the Parent Bank.
Effective since 18 June 2006, 199 branches were assigned to
Sanpaolo Banca dell’Adriatico, of which 130 from Banca Popolare
dell'Adriatico and 69 from SANPAOLO IMI's Adriatic area.
Sanpaolo Banca dell'Adriatico branches located in Romagna,
together with those of SANPAOLG IMI and Cassa di Risparmio in
Bologna, will later be transferred to Cassa dei Risparmi di Forli as
part of the Romagna project. This project, common to SANPAOLC
Il and the Fondazione Cassa dei Rispanmi di Forfl and planned for
2007, is aimed at integrating the Group’s distribution networks in

Romagna with those of the Cassa dei Risparmi di Forli (which
changed its name to Cassa dei Risparmi di Forll e della Romagna
as of 19 March 2007), following the acquisition of control of the
Romagna bank by SANPAQLO IMI through the assignment of the
Group’s branches in the area. The branches will be transferred in
2007, in addition to Cassa dei Risparmi di Forll e della Romagna IT
integration, which took place in March. Based on agreements
reached in December 2006, SANPAOLO ML, having acquired the
entitlernent to appoint the majority of the Board of Directars of the
bank starting from 1 March 2007, had it enter the scope of 2006
line-by-line consalidation.

In addition, territorial reorganization of the North-East, which
began in 2005 with the transfer of operating points between the
Parent Bank and the banks of Triveneto and Emilia, was complet-
ed: between May and July 2006, 64 branches of the network
banks in the region were transferred, based on the criteria of one
unique brand for each area. For the Friuli Venezia Giulia region,
supervision and protection will be guaranteed by Friulcassa, for
the Veneto region by Cassa di Risparmio di Padova e Ravigo, with
the exception of the province of Venice which will be overseen by
the Cassa di Risparmio di Veneziz, and for the Emilia area by
Cassa di Risparmic in Bologna.

Retail & Private

Consistent with the national territorial bank model, most of the
effort was addressed to refarming the offer based on the needs
of target customers and increasing opportunities for relations
thereby strengthening the bond with local communities.

Concerning financing, in March, a new line of residential mort-
gages was proposed for retail customers, promoted and placed
exclusively through the Neos Banca network. Additionally, in the
second half of the year, in response to the new economic context
of increased interest rates, customers were offered a new type of
financing which is highly flexible in terms of duration, interest rate
structure and options for protection of the borrower. With the
same goal, borrowers holding indexed loans were ofiered the
possibility to change their financing into fixed-rate or balanced-
rate mortgages.

To act on opportunities generated by the growing tendency for
household debt, two consumer credit campaigns were made in
spring and falt. These campaigns were based on the offer of a
streamlined, flexible fiduciary loan product — Prestito Sanpaolo -
aimed at facilitating the purchase of goods and services for private
use as well as a revolving credit card, which can be matched with
an insurance policy to protect the household using the financing.
The strategic worth of consumer credit was confirmed at the
beginning of 2007 with the implementation of commercial and
operational innovations made to personal loan offers making them
accessible also to customers not holding checking accounts with
the Group and speeding up the process for providing financing,

The range of medium-flong-term credit products for small busi-
ness was increased as this segment has high growth potential. In
particular, products aimed at improving financial structure, invest-
ments, research and acquisition of innovation were developed for
businesses.

Among the initiatives aimed at personal and family customers and
small business dlients, it is worth mentioning the medium-/long-




term financing program in support of clean energy, consistent with
the Group’s environmental policy. This type of financing involves
providing consulting on financial advantages and public incentives
available provided by FIN.OPI, the Group’s Investment Trust for
Public Works and Infrastructures, and an agreement with Sanpacio
Leasint, a leasing company, to create a product dedicated to com-
panies that install plants for generating or selling energy.

These types of products were provided together with financing
provided in collaboration with the most representative local ¢redit
consortia in order 1o favor access to credit for small and medium
member companies, also induded in the Corporate business iine,
Over the year, SANPAQLO IMI reached agreements for collabora-
tion with Unionfidi, operating in Piedmont, liguria and part of
Lombardy, Neafidi operating with several companies in Veneto,
and Confidi Province Lombarde and Eurofidi, operating in several
regions in North and Central italy. In addition, a memorandum of
understanding was signed with Fedart Fidi, the national federation
of craftsmen’s guarantee consortia and cooperatives, to fadlitate,
using the same approach, access to credit for craft husinesses,

In October, two new accounts were introduced: Sanpaclo
Zerotondo, an account without management costs for transac-
tions carried out through direct channels, and Sanpaclo Contutto,
which rewards customers with high levels of transactions, reduc-
ing the annual fee and granting additional advantages depending
on the services used and financial assets held.

Initiatives to strengthen or improve insurance products were also
undertaken to meet the assurance needs of customers; the range
of mutua! funds was broadened in the multi-manager compart-
ment, through the extension of the offer also to households due
to a lowered access threshold.

Lastly, it should be mentioned that in february the Turin 2006
Winter OQlympics and Paralympics took place. Prior to and during
the sports events, SANPAOLO IMI carried out various commercial
prometions in order to emphasize the Groups role as a primary
sponsor, such as pre-paid and revolving credit cards with an
Olympic theme, and ticketing, as well as increasing the Bank’s
service in the area by setting up temporary branches.

Corporate

Over the year, there were several initiatives to collaborate with
the most representative loca! credit consortia aimed at small and
medium-sized companies, as announced for the Retail & Private
business lines. The credit granted to members of the credit con-
sortia is linked to the guarantee of the consortia; subsequently
it is transferred to the capital market through securitization
transactions, by issuing district bonds which Banca IMI, the
Group's investment banking company, places with institutional
investors.

This cooperation was further confirmed with the creation of a
new loan product, in collaboration with Eurofidi, for small and
medium-sized building companies and cooperatives and strue-
tured in a building mortgage, a fiduciary bond and a company
consultancy service.

In February 2006, as already mentioned for the Retail & Private
business line, a lending program was defined for personal and
family customers and companies in support of clean energy.
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With the aim at favoring internationalization for small and medi-
um-sized companies, in October, SANPAOLO IMI signed a con-
vention with SACE (Insurance Services for International
Commerce} to provide financing for internationalization plans
lasting 5 years and guaranteed by SACE by 70%.

SANPAOLO IMI played an important operational role in the "Fondo
Rotativo per il sostegnio alle imprese e agli investimenti in ricerca”
(Turnover Fund to support businesses and investment in research).
This Fund, ¢created to support the competitiveness and growth of the
Italian industrial system, was founded at the Cassa Depositi e Prestiti
(Bank for Loans and Deposits), and is partially reserved for the
Ministry of Economic Development to promote research and devel-
opment projects. SANPACLO IMI provides support to businesses that
require {avorable loans and manages the fund for the Minisiry.

in December, the new alternative market of capital {(AMC) was
started up to facilitate access to risk capital for smail and medium-
sized companies. SANPAQLO IMI is, with Banca Intesa, among the
promoters of the initiative, together with ABI and the Italian stock
exchange, and will have the task of managing the transactions
and ensuring they are carried out regularly, AMC is reserved for
institutional investors and wiill act as an open and transparent
showcase that will favor the search for new partners and will
enable an increase in capital use through a simple and cost-effec-
tive process that companies can follow by turning to the
banks/SIM invelved in the initiative.

Lastly, in December a new agreement was reached between SAN-
PAOLC IMI and Banca Fideuram to promote mortgages for busi-
nesses through finandal planners. This initiative is aimed at opti-
mizing synergies between the various companies in the Group,
thus continuing the strategy started in 2005 with the agreement
between SANPAQLO IMI and Banca Fideuram to place residential
mortgages for private customers through financial planners.

Wholesale

The Group was particularly active in supporting internationat
development for italian businesses in direct investment and trade,
thus consolidating its presence in high growth markets in East-
Central Europe and in the Mediterranean.

In Eastern Europe, SANPAOLO IMI acquired 80% of Banca italo
Albanese (BIA} from the Capitalia group and the Albanian finance
ministry, egual shareholders of the capital on sale. The transaction
was concluded on 10 May 2006 at a purchase price amounting to
445 million doltars, equivalent to 34,7 million euro. For the
remaining 20% of the capital, held by the European Bank for
Reconstruction and Development (EBRD), there are put/call
options for acquisition by SANPAQOLO IMI that may be exercised
by 31 January 2009. On & July 20086, a contract was stipulated to
sell 3.9% of BlA capital to SIMEST, the [talian company for busi-
nesses abroad, to further facilitate ltalian investments and pro-
mote relations between the two countries, Put/call options were
alsc made with SIMEST for the forward purchase of the share
sold. BIA is the fifth largest bank in Albania, with total assets
reaching 171 million euro at the end of 2006.

Furthermore, in Cctober, SANPAOLO IMI reached a preliminary
agreement with the Albanian American Enterprise Fund, the sole
shareholder of the American Bank of Albania, to purchase an
80% share of the bank, with put/call options on the remaining
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20%. The purchase contract was stipulated last 29 December at
a price of 125.5 million dollars. This amount was temporarily
entered under loans while awaiting the conclusion of the trans-
action that is subject to receiving authorization from the central
authorities.

On 17 October 2006, SANPACLO IMI was chosen by the Egyptian
government for the privatization of 80% of the Bank of
Alexandria, the third largest bank in the country in terms of dis-
tribution structure and iotal assets. The operation, after receiving
the required authorizations from the regulatory authorities, was
finalized on 12 December for a total of 1.6 billion dollars, equiv-
alent to 1.3 billion euro. As at 31 December 2006, the bank had
overall assets for 4.3 billion eurc and net shareholders’ equity of
283.2 million euro,

On 24 November 2006, SANPAOLO IMI acquired an 87.4% share
of Panonska Banka from the Serbian finance ministry at a price of
122 million euro. At the end of 2006, the bank had overall assets
for 203 million euro and net shareholders™ equity of 31 million eurc.

On 13 September 2006, the Central Bank of Slovenia authorized
the full exercise of SANPAOLO IMI's voting rights in Banka Koper
(holding 66.2 %), which were previously limited to 33% formally.

Concerning investrent banking, Banca IMI, consistent with the
role assigned to the bank in the SANPAOLO IMI Group three-year
Plan, took steps to strengthen its characteristic activities, integra-
tion in the Group, distinctive competencies and operating effi-
ciency, Over the year the investment banking company undertook
initiatives aimed at boadening the customer base and extending
the range of financial products for businesses from large cus-
tomers to small and medium-sized customers. More specifically,
projects have been initiated which involve closer interaction
between Banca IMI and the commercial bank branches, in order
to guarantee an integrated approach which combines the distinc.
tive customer relations competencies of the network with the
specialist capacity of Banca IMI. Organizational initiatives benefit-
ed from technological development which, due to increased
automation of standardized processes, allowed for the reduction
in transaction costs, offering financial products for businesses also
suitable for small and medium-sized enterprises.

Banca OPI, the company which leads the Public Authorities and
Entities segment, operated in the domestic market and above all
in the compartment of local entities and public utilities providing
financing for investments following its commercial policy of strict
selection of operations in terms of pricing and concentration of
the loans portfolio. On the domestic market, the company con-
tinued to take advantage of the contribution of the network of
dedicated and specialized professionals located throughout the
country with the missien to install permanent consulting relations
with the local public sector. In addition to domestic activities,
which were carried out in a context of continuing restrictive pub-
lic finance policies, the company continued its operational and
commercial development on international markets, thus confirm-
ing the strategic value of this action.

Other Banking Initiatives
On 30 September 2006, a merger took place to incorporate

Sanpaolo IMI Private Equity into IMI Investimenti, approved by
the SANPAOLO IMI Board of Directors in February 2006. This

merger creates a single pole for the management of the Group’s
equity investment business, which becomes a singie, qualified
center dedicated to identifying, managing and monitoring
invesiments in the capital of industrial businesses and service
campanies.

Savings and Assurance: Eurizon

in 2006, the concentration of insurance, asset gathering and
assel management activities in the Sector continued, and the
structure of Eurizon Finandal Group (hereafter: Eurizon) was opti-
mized, which was assigned a role as sub-helding responsible for
strategic functions in savings and assurance.

The changing scenaric due to the merger between SANPAOLO
IMI and Banca Intesa resulted in waiting until 2007 for the listing
of the company.

Below are the main company transactions concerning the Sector
in 2006.

In May, IT activities and operational support, previously carried out
separately by Banca Rideuram and EurizonVita, were concentrat-
ed in Universo Sesrvizi, a company wholly owned by EurizonVita
which already carried out certain services for them.

On 30 June 2006, the aggregation was finalized of Eurizon
Capital SGR {former Sanpaolo IMI Asset Management SGR), fully
owned by the Parent Bank, into Eurizon. The transaction enabled
Eurizon, which already controlled the asset management of Banca
Fideuram, to take over asset management and consolidate the
organization model founded on the distinction between produci
factories and distributing banking networks.

On 21 August 2006, Eurizon launched a voluntary and total pub-
lic offer on shares in Banca Fideuram held by third parties {con-
trolled directly with a share of 73.4%) at a price of five eurc per
share. The PPO ended successfully on 25 October 2006, with
Eurizon directly or indirectly holding 92.5% of Banca Fideuram’s
share capital. After exceeding the threshold of 90.5%, Eurizon was
compelled to promote the residual offer on ordinary shares of the
bank constituting the entire remains of share capital. This offer,
concluded on 18 January 2007, resulted in Eurizon holding a total
of 98.7% of the subsidiary and thus exerdsing, within four months
from the conclusion of the residual offer, the right to purchase
remaining shares; as a result, the Itafian stock exchange ordered
the delisting of Banca Fideuram shares as of 24 January 2007.

Lastly, again in the month of August, the acquisition of Isyde
group, operating in the [T sector, was finalized in order to
strengthen extra-captive services already developed by Eurizon
through the subsidiary Universo Servizi.

Central Functions

Concerning the management of sharehoklings in the FIAT group,
on 20 January 2006, SANPACLO IMI placed on the market the
entire share of capital deriving from the conversion, in September
20065, of the three billion euro loan that SANPACLO IMI, jointly
with other banks, had underwritten in July 2002, for the amount
of 400 million euro. Following the disposal, the Group continues




to own, through IMl Investimenti, a share of 0.84% of the ordi-
nary share capital of FIAT, deriving from a stable equity share-
holding prior to the issue of the aforementioned loan.

Regarding banking shareholdings, in June 2006 SANPAOLC IMI
subscribed, in proportion to shares, to an increase in payment
capital launched by Cassa di Risparmio di Firenze. Subscription 1o
the transaction, which meant an autlay of 28.1 million euro,
leaves the shareholding in the Florentine company unchanged
{equal to 18.7% of capital). This share was then reduced by effect
of stock option entitlements exercised and leveled off at 18.6%
of capital by the end of 2006,

QOn 28 September 2006, a definitive contract was stipulated, with
legal effect from 30 September, to sell 70% of the capital of GEST
Line, a company cperating in tax collection on behalf of the state
and local authorities, in which the Group holds total control. The
move was made under law 248/2005 which regulates the reor-
ganization of the national tax collection service and covers the
acquisition, by 30 September 2006, of control of all the national
concessionary companies by Riscossione S.p.A., the company
controfled by the national tax agency and INPS. Similar agree-
ments were reached for the disposal of all minarity shares held by
the Group in another two companies engaged in tax coliection.
The sates will be settled with shares of Riscossione S.p.A. for a
value corresponding to pro-quota adjusted shareholders’ equity
of the companies as at 30 September 2006, These shares will be
repurchased by the public shareholders of Riscossione S.p.A. by
31 December 2010,

On 17 November 2006, SANPAQLO IMI sold its share of Ixis Asset
Management Group {9.25%) and Ixis Corporate & Investment
Bank (2.45%) to Caisse Nationale des Caisses d'Epargne (central
body responsible for shareholdings and strategic coordination
within the Caisse d'Epargne group) and to SNC Champion
(Banque Populaire group), at 50% each. The disposal was finalized
at a price of 506 million euro, enabling SANPACLC IMI to realize a
capital gain of 228 million over the investment. At the same time,
an agreement was signed for SANPACLO IMI to subscribe to
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Natlxis capital through a partial investment of revenues from the
sale of the aforementioned shareholdings at a value of 400 million
euro. Natlxis is a fisted company founded on 17 November 2006
through a partnership in the investment banking and banking
services sector between the two French groups Caisse d'Epargne
and Bangue Populaire. The stability of the investment in Natlxis is
confirmed by a commitment not to dispose of shares until 31
March 2008, followed by a commitment, until December 2009, of
best effort in carrying out any disinvestment, using mathods aimed
at minimizing any impact on share performance. The new share-
holding position enables SANPAOLO IMI to confirm its interests in
the French market, which is one of the most important markets in
terms of business with ltalian customers.

In 2006, SANPAOLO IMI increased its holding in Si Holding, the
company with total ownership of Cartasi, the interbank company
that is the Italian leader in the credit card sector, from 11% to
36.7%.

On 2 March 2006, a preliminary sales contract was signed
between SANPAOLC IMI and the City of Turin for an area open
for building near the historical center of Turin. SANPAOLO IMI
shall build a new center for management and administrative
offices in the area, which is in a strategic location for the city's
urban development plan. At the end of June 2006, the project
developed by Renzo Piano for the center was selected out of pro-
posals from six architects of international renown. In the second
half of the year, operations required for building the new center
were continued as well as related paraliel operations.

Lastly, it should be noted that on 5 July 2006 Standard & Poor’s
raised SANPAOLO IMl's rating from A+/A-1 to AAYA-1+ with an
outlook of stable. The promotion refiects the improvement in
profitability over the last three years as well as the ability to main-
tain a low risk profile and a good level of shareholders’ equity. A
similar rating was awarded to the main companies controiled by
the Group evaluated by the ratings agency. As mentioned above,
on 2 January 2007, Fitch raised their support rating of the new
Intesa Sanpaolo Group from 2 to t.
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Consolidated results

Summary of results

The principal changes made during 2006 regarding the scope
of consolidation of the Group make reference to the inclusion,
at the end of the year, of Cassa dei Risparmi di Forll, Panonska
Banka and Bank of Alexandria as well as, beginning in the sec-
ond quarter, Banca ltalo Albanese. These variations, most of
which came about at the close of the year, did not have sub-
stantial effects on the statement of income. For this reason it
was not necessary to carry out a pro forma reconstruction of
the 2005 statement of income.

The SANPAOLC IMI Group closed 2006 with a substantial rise
in profits compared to 2005, thanks to a strong boost given to
revenues, which made for a very positive double-digit year.

Total operating income rose by 10.9% compared with 2005,
benefiting from the performance of all the main income items.
The growth rate of net operating income amounied to 11.4%,
with net adjustments that increased more moderately with
respect to revenues. The expansion of the latter has amply
absorbed the increase in operating costs (+5.2%). As a result
the pre-tax operating profit rose by 21.5%.

Net profit for the year was equal to 2,148 million euro, 8.3%
higher than 2005. The result was affected significantly by the
funds set aside for charges specifically related to the integra-
tion with Banca Intesa, estimated at 341 million euro net of
taxes. Excluding these extraordinasry expenses, there was a
growth in profits greater than 25% over 2005.

The RoE {calculated comparing net profit with net shareholders’
equity at period-end, excluding profit) rose to 17.6% from
17.2% in the preceding year, despite the reporting in the
income statement of merger costs and the growth of the valu-
ation reserves included in shareholders’ equity.

Net interest income

Net interest income for 2006 amounted to 4,138 million eurg,
up 9% on 2005, signaling an acceleration of the growth rate
with respect ta the yearly figures: 8.3% growth in the first six
months and 8.5% growth in the first nine months of the year
that has just finished.

In order to identify the factors determining net interest income for
the core banking business, an analysis of average amounts and
interest rates was carried ous, excluding investment banking activ-
ities. Net of these, the change in net interest income between the
two years under consideration was 9.6%. The increase is a result
of the continued expansion of the volumes dealt with ordinary cus-
tomers, which was already detected in the second half of 2005.
This increase more than off set the erosion of spreads.

The total average spread was equal to 2.03%, six basis points
less than that recorded in 2005. Regarding operations with cus-
tomers, the total spread remained unchanged, while the one for
short term operations showed a decrease, caused by the grad-
ual erosion of the mark-up on loans, only partiatly offset by the
increased mark-down on sight deposits, which benefited from
the ECB's raising rates at the end of 2005, which continued in
2006. The shift in the balance of assets toward interbank loans
also had a negative impact on spreads.

Net profit (e/mih Netinterest income (€/mily
2,148 4,138
1,983 3,798
L . e " ,l/
2006 2005 2006
Net interest incorne
2006 2005 Charige
{&/mily {&/mil) 2006 / 2005 (%}
Interest income and similar revenues 9,153 7,463 +22.6
Interest expenses and similar charges -5,015 -3,665 +36.8
Net interest income 4,138 3,798 +9.0
of which: Banca IMI 55 71 -22.5
Net interest income excluding investment banking 4,083 3,727 +9.6




In terms of average amounts, interest-earning assets of the
Group {excluding investment banking) increased 10.6% com-
pared to 2005, This performance was due to the development
ot financing to customers, which represents about three-quar-
ters of interest-earning assets, the marked increase in other
interest-earning assets, including loans to banks, and a
decrease in the security portfolio. Average amounts of interest-
bearing liabilities grew by 9.2%. This rise was caused by the
increase in both direct customer deposits, which were driven by
the deposit component, and other interest-bearing liabilities,
composed mainly of repurchase agreements and amounts due
to banks.

Monetary market rates showed an upswing: in average terms,
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three-month Euribor increased 89 basis points between 2005
and 2006, amounting to 3.07%.

Total operating income

Total operating income was equat to 9,098 million euro, an
increase of 10.9% compared to 2005, thanks to an expansion
of all the revenue components.

Net commissions totaled 3,389 million eurc, up 3.2% from
2005. The aggregate benefited from the favorabie perform-
ance of commissions from management, dealing and advisory
services (+6.1%), attributable to asset management {(+7.5%),

Net commissions (€/mi)

Break-down of commissions in 2006
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3,284 3,389 2.5% - Other services 64.5% ~ Managerment, dealing and advisory services
711% - Loans ar uaranlees
e )
/
/
!
"
2005 2006 14.A% - Denosits and

CUITENE accounts 7.4% - Collection and payment senvices

Analysis of average amounts and interest rates

2006 2005 Change 2006 / 2005

Average Average Average Average ) LChange Dif?ertmce

amednts rates amaunts rates N avergge in rates

(&mil) {%) (€/mil} (%) amounts (%)  {% points)

Interest-earning assets 218,339 .5, 202,973 ns. +7.6 ns.

- interest-earning assets excluding investment banking 189,439 4.5% 171,214 4.14 +10.6 +0.45

- financing to customers fexcluding repurchase agreements) 138,356 510 126,429 4.64 +9.4 +0.46

- securities 15,185 3.24 17,533 2.93 -13.4 +0.31

- other interest-earning assets 35,898 3.21 27,252 2.62 +31.7 +0.5%

- interest-earning assets from investment banking 28,900 n.s. 31,759 n.s. -8.0 n.s.
Non-interest-earning assets 68,875 64,578 +B.7
Total assets 287,214 267,551 +7.3

Interest-bearing liabilities 209,515 n.s. 196,146 n.s. +6.8 ns.

- interest-bearing liabilities excluding investment banking 179,971 2.56 164,841 2.05 +8.2 +0.51

- direct customer deposits {excluding repurchase agreements) 132,882 2.35 125,018 1.89 +£.3 +0.46

- due to customers 82,432 1.55 76,899 1.10 +7.2 +0.45

- securities issued 56,450 3.67 48,119 3.15 +4.8 +0.52

- other interest-bearing fiabilties 47,089 316 39,823 2.53 +18.2 +2.63

- interest-bearing liabilities from investment banking 29,545 ns. 31,305 ns. -5.6 ns.
Non-interest-bearing liabilities 63,787 58,646 +8.8
Net sharehotders' equity 13,911 12,759 +9.0
Total liabilities and net shareholders' equity 287,214 267,551 +7.3
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representing nearly 60% of the overall commissions. The Comit
stock market index showed substantial overall growth during
the year {18.9%), despite considerable fluctuation. This per-
formance led tc a revaluation of stocks, lessened by the
upswing in monetary rates, which had a negative impact on the
performance of the fixed-rate bond components. Customers
preferred instruments resistant to market volatility, such as fiex-
ible funds and portfolic management, which also provided
greater yields. Other commission areas showed a decrease. In
particular, commissions on deposits and current accounts
dropped 5% due to the preference of commercial bank cus-
tomers for certain types of accounts, among which Sanpaolo
Zerotondo and Sanpaolo Contutto which were launched in the
second hatf of the year. These kinds of accounts include a series
of standardized services and are characterized by limited outlay
compared to traditional current accounts.

During the vear income from disposals of credit, financial
assets held to maturity and repurchase of nen-hedged finan-

Total operating income

cial liabilities amounted to 85 million euro, with an increase of
46.6% compared to 2005. This result consists mainly of prof-
its on the disposal of non-perfarming loans to a company in
the Enron group, and penatties collected for the early extinc-
tion of medium-/long-term financing involving the network
banks, Banca OPl and Neos Banca, during the period exam-
ined.

Dividends and income from other financial assets and liabilities
totaled 889 millicn euro, a rise of 69% over the previous year.
This trend may be attributed to the typical components of
Banca IMI's activities, especially in the finandial markets com-
partment, which focuses on producing financiat instruments.
The rise in revenues in this area benefited from the introduc-
tion of new service models for companies and retail cus-
tomers, the completion of the offer of specialization process-
es, and product innovation. A significant contribution also
came from transactions in the trading portfolio, exchange and
derivative contracts in the commercial banks. The expansion of

2006 2005 Change
{&/emil} (€rily 2006 ¢ 2005 (%)
Net interest income 4,138 3,798 +5.0
Net cormnmissions 3,389 3,284 +3.2
- management, dealing and advisory services 2,187 2,062 +6.1
- asset management 1,935 1,800 +7.5
- securities dealing and safekeeping, and currency dealing 252 262 -3.8
- loans and guarantees 371 E -1.1
- collection and payment services 252 256 -1.6
- deposits and current accounts 494 520 -5.0
- other sarvices 85 71 +18.7
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities 85 58 +46.6
Dividends and income from other financial assets and liabilities 889 526 +66.0
Profits {losses) on equity sharehcidings 128 104 +23.1
Income from insurance business 469 431 +8.8
Total operating income 9,098 8,201 +10.9
Income from insurance business
2006 2005 Change
2006 /
{€/mil} {Efoily 2005 {%)
Life Casuzity Total life  Casualty Total Total
Premiurms and payments 418 29 389 685 17 678 -426
- net premiums 2,813 52 2865 3568 31 359% -204
- net charges for losses -2,650 -23 -2,673 -1,966 -14 1980 +35.0
- net charges for changes in technical reserves -581 - 581 -2,297 - -2297 747
Net income from financial instruments designated as at fair value shown
in the statement of income 220 - 220 537 - 537 -59.0
Net commissions 61 - 61 55 - 55  +10.¢8
Net income from financial instruments not designated as at fair value shown
in the statement of income 1,006 3 1,009 879 3 882 +14.4
Other income/charges from insurance business 415 17 43 -361 -4 365 +184
Income from insurance business 454 15 469 415 16 431 +8.8




transactions in company derivatives is confirmed by the num-
ber of operative customers in 2006 {approx. 6,700), up 41%
from the previous year. The financial results for the period
include the capital gains of 228 million from the disposal of
Ixis Asset Management Group and Ixis Corporate & Investment
Bank, to which are added the further capital gains (approx.
100 million) from the disposal of available-for-sale securities,
and dividends received {more than 100 million),

Profits on equity shareholdings, totaling 128 million euro, are
attributable to the valuation at net sharehclders’ equity of
Cassa di Risparmio di Firenze, Bangue Palstine, Synesis
Finanziaria, Allfunds and other lesser sharehcldings, and the
disposat of qualified shareholdings by Banka Koper, Banca IM1
and the Parent Bank. This line item rose by 23.1% over 2005,

In 20086, income from insurance business, which contains the
revenue items referring to the life and casualty companies
reporting to the Eurizon subholding, reached 469 million
euro, an increase of 8.8% over 2005. Despite a slowing down
of production, this result was obtained thanks to the positive
performance of financial activities due to traditional products
and the free portfolio. The performance was influenced by a
substantial review of the product offer, concentrated on the
product segments with the greatest added value. In light of
this, the marketing of capitalization policies for private and
institutional customers has been interrupted, in favor of a
new generation of unit-linked products and traditional prod-
ucts. The negative margin on premiums and payments for
insurance contracts (-389 million eurp) recorded a 42.6%
reduction, in connection with the reduction in technical
reserves for unit-linked policies with a greater insurance con-
tent, whose value is reduced in relation to the writedown of
the assets. The performance of financial management saw an
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increase in the average yields thanks to the increased duration
of the assets and the greater contribution by the equity com-
partment. During the year, for the perferming insurance poli-
cies, Eurizon adopted new demographic tables developed by
the Associazione delle Imprese di Assicurazione {(Association
of Insurance Businesses) which, having noted a greater
longevity in the population, have led to greater provisions for
reserves of approximately 33 million euro. Lastly, other
charges arising on insurance activities have increased, due to
increased expenses for the commissions paid, in part due to a
new classification of the purchase charges on insurance prod-
ucts. In relation to the vatuation of Eurizon available-for-sale
financial assets, whose influence is shown in the specific
shareholders’ equity reserve, as at 31 December 2006 there
was a drop to 34 million euro from 21 million at the end of
2005 due to the effects of the resizing of capital gains on
bond securities following the increase in rates, partly mitigat-
ed by collar hedges.

Net operating income

Net operating income increased by 11.4%, to 8,585 million
euro.

Net adjustments to loans increased slightly in the two com-
pared years, the net effect of contrary trends. On one hand, the
vatuation of the inherent credit risk in the performing portfolio
led to the guantification of 176 million in lump-sum adjust-
ments, down from 190 million in 2005. This was in relation to
the significant endowment of the existing adjustments. On the
other hand the net analytical adjustments to loans rose from
302 million euro to 325 million due to the reduced write-backs
compared to the previous year.

Net adiustments to loans and other finandal assets (e/m)

Operating costs (€/nif)

493 513 4,656 4,898
Personnel costs
Net adjustrirents to Joans
Other administrative costs
Nel adjustinents g Net adjustments 1o langible ......@ -
to other finandial assets - - and imjanqihle assets -
2005 2006 2005 2006
Net operating income
2006 2905 Change
(€£nif) (€/mif 20056 / 2005 (%)
Total operating income 9,098 8,201 +10.9
Net adjustments fo loans -501 -4G2 +1.8
Net adjustments 1o other finandial assets -12 -1 ns.
Net operating income 8,585 7,708 +11.4
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Pra-tax operating profit

Pre-tax operating profit amounted to 3,520 million euro, 3 21.5%
rise over 2005 and mainly due to the positive trend in revenues.

The years operating costs, which were 4,898 million euro,
increased by 5.2% with respect to 2005. This increase is attrib-
utable to personnel costs and other administrative costs, coun-
terbalanced by the fall in adjustments to tangible and intangi-
ble assets.

More specifically, personnel costs, totaling 2,945 million euro,
increased 6.4% compared 1o 2005, against an average increase
of 1.3% in the workforce due to investments in the sales net-
work, including the foreign one, and consumer banking segment
and a strengthening of the operationa! and governance struc-
tures of Eurizon. Personnel costs were also influenced by the
continuing effects of the raises imposed by the national collective
labor contracts (CCNL) renewed in February 2005, the provisions
for the possible renewal of the CCNL which expired at the end
of 2005, and the increase in the variable compenent of retribu-
tion. This last component increased due to expenses related to
employee incentives for the medium-term in support of the
three-year Plan and the extended employee share plans 2006
and 2007, provided for in the renewal of the Integrated
Company Contracts of commercial banks, as well as increased
provisions in relation to the projected end result of incentive sys-
tems due to the Group's positive performance in the year.

Pre-tax operating profit

Other administrative expenses amounted to 1,552 million euro,
a 6.9% increase over 2005 thanks to all types of expenses. in
particulay, there was an increase in the property costs, mainly
influenced by expenses for maintenance, linked to the realization
of the branch plan, and energy costs due to the rise in cil prod-
ucts. General expenses were influenced by greater postal costs;
the increased indirect personne! costs by the expansion of the
workforce and higher training expenses; promotion, advertising
and marketing expenses by Eurizon’s promotional initiatives for
the IPO and the premotional campaign the Parent Bank under-
took at the close of the year. IT expenses were conditioned by the
cost of maintzining software, the professional and insurance
expenses by Eurizon's IPC, the indirect duties and taxes by the
increasing operations with customers and the costs for services
provided by third parties by some outsaurced activities.

In 2006 the net adjustments to tangible and intangible assets
amounted to 401 millien eurc, down 7.8% from the previous
year. This reduction was driven by the completing of the amor-
tization of major investments in software for the Parent Bank
and Banca Fideuram at the end of 2005.

In 2006, the cost/income ratic of the Group felt to 53.8%, an
improvement of 3 percentage points over 2005.

Net provisions for risks and charges increased 26.2% compared
to 2005 and totaled 178 million euro. The rise can be attrib-
uted to the Parent Bank maintaining proper protection against

2006 2005 Change
(€/mi) {&/mil) 2005 / 2005 (%)
Net operating income 8,585 7,708 +11.4
Operating costs -4,898 -4,656 +5.2
- personnel costs -2,945 -2,769 +6.4
- other administrative costs -1,562 -1,452 +6.9
- net adjustments to tangible and intangible assets -401 -435 -7.8
Other net income {expenses) 53 74 -28.4
Impairment of goodwill - -47 -100.0
Profits (losses) from disposais of investments Z8 16 +75.0
Net provisions for risks and charges -178 -141 +26.2
Pre-tax operating profit 3,590 2,954 +21.5
Other administrative costs (1)
2006 2005 Change
(&l (€/mily 2006 / 2005 (%)
IT costs 293 285 +2.8
Property costs 386 355 +8.7
General expenses 280 257 +8.9
Professional and insurance fees 209 201 +4.0
Promotion, advertising and marketing expenses 139 128 +8.6
Indirect personnet costs 120 106 +13.2
Charges for services provided by third parties 76 74 +2.7
Indirect duties and taxes 49 46 +6.5
Other administrative costs 1,552 1,452 +6.9

(1) Expenses are expressed net of their recoveries.,




risks associaied to guarantees given to the tax collection com-
panies of the Group, also following the conclusion of their dis-
posal to Riscossione 5.p.A.. With regard to the passive legal dis-
pute in the tax collaction branch, it should be mentioned that,
on the basis of the clarifications made by the interpreters of the
law (art. 26 quater of Law no. 248 of 4 August 2006} in rela-
tion te the applicability of the correction introduced by Law no.
331 of 30 December 2004, the majority of the risks connected
to the disputes, for which requests for payment were made by
the Financial Administration, are nuliified. Provisions were also
made against risks of probable dispute by SGA. Banca Fideuram
contributed to these provisions for the costs connected to the
contractual and welfare indemnities maturing with regard to
the network of planners, and for other risks connected to their
activities.

Net profit

Profit for 2006, net of taxes, profits from discontinued opera-
tions, merger costs and profit attributable to minority interests,
amounted to 2,148 million euro, a 8.3% rise over the previous
year.

With a tax charge of 1,067 million euro, SANPAQLO IMI
Group’s tax rate was 29.7%, compared to 31.1% in 2005. This
trend shows the benefits connected to the reduced taxation on
the capital gains from the disposal of shareholdings in Ixis Asset
Management Group and Ixis Corporate & Investment Bank, as
well as the related provisions for advanced taxes of 125 million
eurg, on the difference between the accounting and tax vatue
of the equity shareholding in Eurizon Financial Group.

With the application of the provisions of IFRS 5, profits from
discontinued operations include the results of GEST Line (the
Group’s tax collection company, control of which was ceded to
the public holding company Riscossione S.p.A on 30
September 2006, according to Law 248/2005), of Banque
Privée Fideuram Wargny and of its subsidiary Fideuram Wargny
Gestion 5.A,, for which the process of liquidation has begun
due to the changed strategy of Banca Fideuram within the
financial markes.

The merger costs, due to their extraordinary nature, have been
reported in a separate caption, net of taxes. These are made up
of the costs related to the merger (39 million euro) and of the
costs for redundancy (302 million eurs), The latter are the best
estimaies of the costs related to the action agreed upon by the
trade unions on 1 December 2006 for the reduction of person-
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nel. The agreement entered into by SANPAOLO IMI and Banca
Intesa stipulates the voluntary activation of the Fund for staff
pursuant 1o Ministerial Decrees 158/00 and 226/06 for workers
whao reach their pension due to age or seniority on or before 1
January 2013, as well as specific disbursements for redundancy
for those who qualify for pension by age or seniarity. The
amount was determined based on the requests made and a
reascnable estimate of the number of people that shall be able
to take part in the company proposal.

Quarterly developments

In 2006, the guarterly income results showed a dynamic
growth, interrupted enly in the third quarter, which showed the
effects of the reduced placements of financial products during
that period. The second and fourth quarters on the other hand,
benefited from dividends from minority shareholdings and cap-
ital gains from the disposal of shareholdings.

In the fourth quarter the rise in revenues led to the best results
of the year. In particular, the net interest income continued the
growth trend shown in the previous quarters and during 2005.
Results of other financial assets and liabilities benefited from
the extraordinary capital gains produced by the sale of share-
holdings {essentially Ixis Asset Management Group and Ixis
Corporate & Investment Bank). Finally, income from insurance
business showed substantial growth over the previous quasiers.
This positive performance is made evident in the pre-tax oper-
ating profit, despite the increase in operating costs influenced
by the extreme seasonal effects of the end of the year and the
PO expenses of Eurizon.

The net profit of the fourth quarter amounts to 510 million
euro. If the costs of the merger of Banca Intesa and SANPAO-
LO IMI are removed, the figures would be B51 million euro, a
significant increase over the preceding quarters,

In terms of annual change with regard to the corresponding
quarters of 2005, the results were positive. The only exception
was the third quarter which included non-recurring resutts in
the same period of 2005 due to the sale of italenergia Bis. The
increased performance in the fourth quarter of 2006 was aided
by the abovementioned capital gains from the disposal of
sharehoidings.

The profits were reached thanks to the good performance of
the operating aggregates. In the fourth quarter of 2006, the
stock of customer financial assets increased by more than 12

Net profit
2006 2005 Change
(€/rnil) {€/mil 2006 / 2005 (%)
Pre-tax operating profit 3,590 2,954 +21.5
Taxes for the period -1.067 919 +16.1
Profits (losses) on discontinued operations 20 5 ns.
Integration charges net of tax -341 - ns.
Profit attributable to minority interests -54 -57 5.3
Net profit 2,148 1,983 +8.3
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billion euro, almost half of that due to direct deposits. Asset
management, favored by asset revaluation, grew by 2.8 billion
euro which, when added to the preceding quarter, entirely
made up for the outfiow recorded in the second quarter of the

year. Loans {0 customers in the last quarter grew 3.6 billion
euro, with an increase greater than the two preceding quarters,
approaching the level of transactions of the first quarter, which
was the highest of the year.




Report on Group Opetations — Embedded value of the life insurance business

Embedded value of the life
insurance business

Introduction

This disclosure deals with the insurance business of the Eurizon
Financial Group (E.F.G.}, which holds a 99.96% controlling share
of the life insurance company EurizonVita and, through its own
subsidiaries, the [M-administrative insurance services company
Universo Servizi. Moreover, EurizonVita has complete contral of
the life insurance company Eurizontife, headquartered in Dublin,
and the casualty insurance company, EurizonTutela. E.EG. ako
holds 98.70% of Banca Fideuram (following a public offer on the
market) which in tusn includes amongst its equity shareholdings a
99.949% share of Fideuram Gestions (100% at Group level) and
99.5% of Fideuram Investimenti. Finally, following the acquisition
by SANPAOLO iMI in June 2006, E.EG. has 100% control of
Eurizon Capital SGR.

Income associated with the Group's life insurance business is

reported in different Group companies;

- EurizonVita and Eurizontife for production;

- Eurizon Capital SGR and Fideuram Gestions for asset manage-
ment related solely to insurance business;

- Banca Fideuram and the companies of the SANPAOLO IMI
Group for distribution, again solely for the pan attributable to
life insurance.

The consolidated result of EurizonVita, determined on the basis of
{AS and induding income from Group casualty management, con-
tributed 251.9 million euro to Group income in 2006. Net income
for the year generated in other Group companies {including Intesa
Sanpaolo} related to insurance business, determined after associ-
ated costs, adjustments for deferred acguisition costs and taxes,
and net of minority interest, amounted te 95.4 million eurc,

A more representative method of determining the value and per-
formance of an insurance business & 1o use accounting based on
European Embedded Value, calculated on the principles faid down
by the CFO Forum and introduced by E.E.G. for the first time in 2006,

The Group made a restatement using European Embedded Value
of the embedded value calculated traditionally in 2005. As with
traditional embedded value, Furopean Embedded Value also com-
prises the sum of adjusted net shareholders’ equity and the value
of business in force at the valuation date. The main new aspects,
apart from an increase in information, include the use of stochas-
tic projection technigues that allow the value of business to be
represented net of the cost of implicit Financial Options and
Guarantees, and the use of economic capital (rated at least equal
to regular capiial) to evaluate the Cost of Capital,

Embedded value is an actuarial estimaie of the value of 3 compa-
ny, calculated on a going-concern basis but excluding any value
atiributable to future new business.

Embedded value earnings for a period, defined as the change in
the embedded value in the period after adjustment for any capi-
tal movements, such as dividends and capital injections, give a
measure of the company's performance in terms of its capacity 10
generate value.

Given the importance the SANPAOLO IMI Group attributes to the
measurement of embedded value, this section shows the embed-
ded value of the life insurance business considering the value of
the life insurance business arising from the companies within the
scope of the Eurizon Financial Group, net of related costs, taxes
and minority interests,

The summary presented is based on actuarial techniques typically
used in European Embedded Value reporting.

Methodology and assumptions

Caleulations at 31 December 2006 and 31 December 2005 have
been carried out with the assistance and under the supervision of
leading consulting actuaries. The evaluations are based on sto-
chastic projections of future net fiows founded on civil law for the
technical insurance entries. In more detail, the Certain Equivalent
Value is determined first, that is the value emerging on the basis
of a “risk neutral” financial scenario where the future profitabili-
ty of all the financial instruments is expressed by the implicit for-
ward curve arising from the evaluation data, used also in actual-
ization of the flows. The FoG (Financial Options and Guarantees)
— the temporal value of the financial options and guarantees ~ is
then deducted from this value. The FoG is determined on the
basis on the average value of business resulting from the projec-
tion on 1,000 economic scenarios, always in risk neutral mode,
The mode! to generate the scenarios is an internal EF.G. model
that is market consistent and largely calibrated to market data,
with the exception of the use of historical volatilities for the FoG.

The siochastic projection model for liabilities is a dynamic Asset
and Liability Management model incomaorating the use of asset
management rules aimed at simulating financial managemant
with the insurance limits typical of an insurance company that are
particularly relevant in the case of products connected with sepa-
rated management and with guaranteed minimum return.

The actuarial and financial risks are then taken into due account
in the evaluations thanks to the use of Risk Based Capital, calcu-
lated by a mode! developed by E.FG. that is in line with the mar-
ket consistent setting of the embedded value, instead of regula-
tory salvency margins. The Risk Based Capital internal evaluation
model evaluates, over a period of one year and with a confidence
level of 99.97%, the change in embedded value deriving from
adverse movements in both financial and business factors. Once
the capital requirements for each risk factor {positive or negative
change in interest rates, negative performance of the stock mar-
ket, changes in redemptions and mortality, both upward and
downward, as well as an increase in expenses) had been identi-
fied, the overall absorption of capital was obtained by aggregat-
ing the capital for each risk factor on the basis of estimated cor-
relations existing between the various risk factors.

The other non-financial and business risks have been taken into
account through the calculation of the frictional cost.

Adjusted shareholders' equity is based on the consolidated
shareholders’ equity of EurizonVita, according to IAS, with
adjustments in those components to be reported at fair value,
The major adjustments concerned: i) the write-off of the reserve
far shadow accounting in that the surplus value of hedging
assets for insurance products is already incorporated in the sto-
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chastic model to evaluate the assets and stochastic profit; i) elim-
ination of intangible assets; iii) the write-off of those compo-
nents differentiating costs (Deferred Acquisition Costs) and rev-
enues (Deferred Income Reserve) as they are already contained in
the generation of the model with the timing of the effective cash
flow; iv) the cost associated to the taxes payable in advance pur-
suant to D.L. 163 del 2004,

The value of the in-force business is calculated as the present
value of the future flow of stochastic after-tax profits that are
expected to be generated by EurizonVita and the cther Group
companies by the portfolio of policies in force at the valuation
date, calculating assets against technical reserves on the basis of
finandal statement values, adjusted to allow for the cost of hold-
ing an amount of free capital equal to the Risk Based Capital.

The flow of future after-tax profits is determined using realistic
assumptions for expected future operating conditions, such a3
inflation, commissions, expenses, taxation, lapse, mortality, other
departures and annuity take-up rates. financial assumptions are
in line with stochastic simulations of interest rates calibrated on
the forward market curve seen at the date of valuation, the rules
for asset management and the options in the contracts.

In particular, the forward curve used to calibrate the generator of
scenarios at 31 December 2006, and also used to calculate the
actualized values, shows rates of return of 3.99% (1 year), 4.04%
(5 years) and 4.05% (6 years) (compared to 2.85%, 3.22% and
3.28% at 31 December 2005), while the volatility of the equity
compartments has been calibrated on the historical volatility of
the compartment of 19.80%.

Group embedded and added value

As at 31 December 2006, the consolidated embedded vaiue of
the Group's life insurance business, net of minority interests, was
estimated at 2,754 million euro, a decrease of 17 million euro
compared to 31 December 2005, The value earnings of the
Group’s life insurance business in the year amounted to 226 mil-
lion euro and are determined as i) the change in the embedded
value in the year, plus ii) dividends distributed by EurizonVita dur-
ing 2006 and other capital movements, plus ii}) the life insurance
business income generated during the year in other E.FG. com-
panies (net of costs, adjustments for deferred acquisition <osts,
taxes and minority interests), associated with distribution and
asset management activities.

Embedded vatue of the life insurance business (Elmif)
Embedded value at 31/12/2005 (1) A 277156
Embedded value at 31/12/2006 B 2,754.4
Change in embedded value in 20086 ¢=b-a -17.2
Cividends distributed D 147.4
Net profit generated by other Group companies E 5.4
Added value for the period c+d+e 2256
of which Added value from new sales and transformations 1386

(1} Restaternent of the traditional embedded value published in the 2005 financial staternents.



Operating volumes
and organization

During 2006 the principal changes in the scope of Group consal-
idation were due to the inclusion at the end of the year of Cassa
dei Risparmi di Forfi, Panonska Banka and Bank of Alexandria as
well as, beginning in the second guarter, Banca Italo Albanese.
These changes influenced some of the main operating volumes.
For the purposes of unity of comparisan for these volumes, refer-
ence is also made to data suitably reconsiructed based on the
scope in use at the end of 2005.

Assets managed on behalf of customers

At the end of 2006, customer financial assets reached 446.4 bil-
lion eurs, up 11.1% over the twelve months (homogeneously
9.2%). This increase is attributable to the positive trend in direct
deposits (+13.5%) and indirect deposits, in its components of
asset adminisiration (+17.5%) and, to a lesser extent, of asset
management (+2.7%).

The different growth rates of the stock caused a restructuring of
the financial assets from asset management to asset administra-
tion. The first decreased its weight in the overall aggregate figure
by three percentage points.

The increase in indirect deposits was boosted by the positive per-
formance of the financial markets, despite being lessened by the
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rise in monetary interest rates which hindered the performance of
the bond components, In particular, asset administration benefited
from equities and bonds, while asset management was affected by
the outflow in mutual funds and the contained net placements of
other products. The growth in direct deposits came about thanks
to the contribution of all of its compaonents, especially cusrent
accounts and depoesits, bonds and repurchase agreements.

Asset management and administration

At the end of 2006 assets under management amounted to
162.3 billicn euro, a rise of 2.7% on an annual basis {homoge-
nously +2.4%), making up for the decrease recorded in the first
half year. Both the revaluation of portfolios and the net flow con-
tributed to the increase, The net flow, despite an inflow of mutu-
al funds, was positive due to the contribution of fund-based port-
folio management and portfolio management as well as life insur-
ance policies.

With regard to the various products, mutual funds and fund-based
portfolio management amounted to 108.8 billion euro, a rise of
2.4% on an annual basis {homogeneously +1.9%). This was bol-
stered by the positive performance of the property markets and the
net flows of fund-based portfolio management of 0.7 billien eurc.
In addition, 1.7 billion euro in fund-based structured bonds issued
by Banca IMI {0.5 billion) and third parties (1.2 billion) were placed.

At the end of the year the fund composition was more heavily
weighted towards equity funds {induding hedge funds and flexi-
ble funds), which amounted to 31.1% compared with 27.7% at
the end of 2005. This result benefited from the three percentage

Break-down of customer financial assets as at 31/12/2006 (emmil)

Assel management (€/mil)

187,564 -25,982 157,990 162,293
- — ﬁ 446,394
122,519 Mutual tunds and fund-hased
- - partfaiio management
162,293
T Partfolio management —— g
tite technicdl reserves
andd financial liabilties - -
Wl

Asset Asset Mirect Netting Total custenres 31/12/2005 311212006

managemaent adminstration deposi tinardial assets

Customer financial assets

311272006 3141272006 restated (1) 311272005 Change  Change
3V2/06-  31/12/06
312105 restated-
3171205
{(€/rnil} (%} {€/rnily (%) {€/rnil} (%) (%) {%)
Asset management 162,283 356.4 161,704 368 157,990 39.3 +2.7 +2.4
Asset administration 122,519 27.4 121516 277 104,242 26.0 +17.5  +16.6
Direct deposits 187,564 42.0 181,432 41.3 165,230 411 +13.5 +9.8
Netting -25,982 -5.8 -25,982 -5.9 -25,624 -6.4 +1.4 +1.4
Customer financial assets 446,394 100.0 438,670 100.0 401,838 100.0 +11.1 +9.2

(1) The data was reworked, tor pumpeses of homogenieous comparison with the data as at 3 1/12£2005, excluding the results of Banca falo Alhanese, which enternd
the scope of consolidation usiny the line-by-line method in May, Panonska Banka, Bank of Alexandria aned Cassa dei Risparrni di Forll, consolidated on a line-by-

fine basis at the end ot 2006,
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point increase in the weight of flexible funds, characterized by
managerial autonomy as regards the composition of the portfo-
lio. The changes in the weight of balanced and liguidity funds
were less significant. Bond funds, on the other hand, which were
45.9% at the end 2005, dropped to 42.8%. A new range of
“absalute return” funds were successfully placed on the market
and obtained 3.2 billion euro in net subscriptions. At the end of
the year, the SANPAOLO IMI Group maintained its leading posi-

tion on the domestic mutual funds market, with a market share
of 18% calculated using the new system area enlarged by
Assogestioni 10 include some foreign funds promoted in ltaly by
SICAV with foreign rights.

Stocks of technical reserves and financial liabilities in the fife insur-
ance business grew by 1.6% during the year (homogeneously
+1,5%), amounting to 46.6 billion eurs. The progressive aging of

Mutual funds and fund-based portfolio management (&/mil)

Life technical reserves and financial liabllities (€/mil)

106,219 108,818 45,892 46,610
- A
Equity
A Life technical reserves
Balanced A g
-~
Bond
tife financial liabilities
Liepidity P - = » o
Third party policies —
31/12/2005 31/12/2006 311122005 31/12/2006
Asset management
311272006 3141272006 restated (1) 31/12/2005 Change  Change
31206 311206
311205 restated-
3171205
{(€/mily (49} (€/mil) (%) {(€/mily (%) (%} (%)
Mutual funds and fund-based portfolio management 108,818 67.1 108,278 67.0 106,219 67.2 +2.4 +19
Portfolio management 6,865 4.2 6,865 4.2 5,879 3.7 +168 +168
Life technical reserves and financial liabilities 46,610 28.7 46,561 28.8 45,892 291 +1.6 +15
Asset management 162,293 100.0 161,704 100.0 157,990 100.0 +2.7 +2.4

{1) The data was reworked, for purposes of homogeneous comparison with the data as ot 311212005, excluding the results of Banca ttalo Albanese, which entered
the scape of consolidation using the Jine-by-fine method in May, Panonska Banka, Bank of Alexandria amd Cassa dei Risparmi df Forfl, consolidated on a line-by-

ne basis at the end of 2006.

Change in asset management

2006 2006 2005
restated {1)
{&/rnil} (&l {e/mily

Net inflow for the period 474 498 5,476
- mutual funds and fund-based portfolic management -550 -528 2,561

- portfolioc management 786 786 -584

- life policies 238 240 3,499
Performance effect 3,829 3,216 7,701
Change in asset management 4,303 3,714 13,177

{1} The data was reworked, for purposes of hornogensous comparison with 2005, excluding the results of Banca ftafe Albanese, which entered the scepe of comol-
iddation using the fine-by-line rethod in May, Panonska Banka, Bank of Alexandria and Cassa dei Risparmi of Forli, consofivated on a line-by-line basis at the end

of 2006,

Mutual funds by type

31:’12(201)&(?6) 311 272005 (%)
Equity 34 27.7
Balanced 7.1 75
Bond 42.8 45.9
Liquidity 19,0 18.9
Total Group mutual funds 100.0 100.0




the policy portiolio increased the signiticance of the phenomenon
of surrendering of policies, which almost entirely offset policies
issued during 2006: net flows totaled 0.2 billion eurc. The premi-
ums issued in 2006 amounted to 6.1 billion euro, 54% of which
were index- and unit-linked policies primarily with a financial con-
tent and the rest insurance policies.

The substantial increase in asset administration should be empha-
sized. It was due both to increased volumes dealt and to the per-
formance effect. The year-end figure was 122.5 billion euro, a
17.5% increase on an annual basis (homogeneously 16.6%).

Direct customer deposits (1)
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Direct deposits

At the end of December 20086, direct customer deposits amount-
ed to 187.6 billion euro, up 13.5% on an annual basis (homoge-
neously +8.8%). Growth during the period is attributable to all
the deposit components. In particular repurchase agreements,
bonds and current accounts and deposits recorded increases.

In terms of the break-down by Group Business Sector, Banking
deposits, which make up more than 60% of the total aggregate
value, were up 11.2% {+5.3% calculated for homogeneity of com-

31122006 311272006 restated (2} 31/12/200% Change  Change

31206- 3206

311205 restated-

NN205

{€/mil) (%) {€/mil) (%) (€/mif) (%) (%} (%)

Current accounts and deposits 87,018 46.4 82,345 45.4 80,424 48.7 +8.2 +2.4

Certificates of deposit 4,864 2.6 4,815 26 4,338 2.5 +12.1  +11.0

Commercial paper 7,849 4.2 7,849 4.3 6,297 3.8 +246 +24.6

Bonds 37,391 19.9 36,287 200 32,656 19.8 +145  +11.1

of which: designated as at fair value 3,174 17 3,174 1.7 3,524 2.1 -9.9 -9.9

Subordinated liabilities B,012 4.3 7,944 4.4 6,221 38 +28.8 +27.7

Repurchase agreements and securities lending 15,331 8.2 15,178 8.4 10,545 6.4 +45.4  +439
Financial liabilities of the insurance business

designated as at fair value 22,978 12.2 22978 127 22,413 13.6 +2.5 +25

Other deposits 4,121 2.2 4,036 2.2 2,336 1.4 +76.4 +/28

Direct customer deposits 187,564 100.0 181,432 100.0 165,230 100.0 +13.5 +9.8

(1) Inclucting accruals and value adjustments for tair value coverage.

(2) Reconstructed dafa to give unity of compagison with 31412/2005, excluding the results of Banca Jtaie Albanese, which entered the scope of consolidation using
the fine-by-fine method in May, Panonska Bank, Bank of Alexandvia and Cassa oloi Risparmi i Forli that entered the area of lineby-line comolidation at end 2006.

Direct customer deposits by Business Sector

3111272006 31122008 restated {13 314122005 Change  Change

31/12/06- 3112006

31712705 testated-

31712005

(&/mif) {€/mil) (€/mil) (%} (%)

Banking 115,031 108,899 103,431 +11.2 +5.3
- Retail & Private 65,133 65,133 60,122 +B.3 +8.3

- Retail & Private-Commercial banks 64,833 64,833 58,800 +8.4 +8.4

- Other cormpanies 300 300 322 -6.8 -6.8

- Corporate 16,110 16,110 15,829 +1.8 +1.8

- Campanies-Commercial banks 14,193 14,193 13,631 +4.1 +4.1

- Cther companies 1,917 1,917 2,198 -12.8 -i2.8

- Wholesale 24,971 21,184 19,883 +25.6 +6.5

- international 9,337 5,550 5,601 +66.7 -0.9

- Large Groups 1,622 1,622 1,071 +571.4 +51.4

- Public Authorities and Entities 4,530 4,530 4,747 -4.6 -4.6

- Investment banking 9,482 9,482 8,464 +12.0 +12.0

- Other Activities 8,817 5,472 7,597 +16.1 -14.8
Savings and Assurance 31,010 31,010 28,184 +10.0  +1049
Central functions (2} 41,523 41,523 33,615 +23.5  +235
Direct customer deposits 187,564 181,432 165,230 +13.5 +9.8

(1) The data was rewarked, for purposes of homogeneous comparison with thee data as at 31/12/2005, excluding the results of Banca ftalo Albanese, which entered
the scope of comsolifation using the line-ly-line method w May, Panonska Banka, Bank of Alexandria and Cassa Jei Risparni i Fordi, consolidated on a fine-by-

line basis at the end ol 2006.
{2) Includes deporits of Group finance, maindy in honds.
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parisan), thanks to positive contributions from all the business lines.
The Retail & Private and Corporate business lines benefited from
the goed performance of the commercial banks' direct deposits.
The Wholesale business fine recorded a 25.6% increase in deposits
thomogeneously +6.5%) buoyed by the inclusion within the con-
solidation scope of the foreign banks acquired during the year and
the positive performance of the large groups and investment bank-
ing, which counterbalanced the reduction in public authorities and
entities, given the lack of dynamism in the market in question. The
Savings and Assurance sector also showed positive performance
(+10%) due to the increased deposits of Banca Fideuram and
EurizonVita, as did Central Functions (+23.5%), caused by the
greater funding through bonds and subordinated securities.

On 31 December 2006, the Group’s domestic direct deposit mar-
ket share (calculated on harmonized series defined in countries of
the euro-area) amounted to 10.5%, in line with the end of 2005.

Loans to customers

At the end of 2006, lcans to customers, including debt securities
and NPLs, totaled 157.8 billion euro, up 13.1% from the begin-
ning of the year {the growth in homogenous terms is 10.2%).
Financing to customers (excluding NPF) ameounted to 155.4 billion
euro, up 12.5% from the end of 2005 (+9.6% on homogenous

basis). This trend was reinforced by the increase in medium- and
long-term financing (+11%:; +8.3% homogeneously} as well as
short-term financing (+16%; +12.7% homogenecusly), The
short-term financing recorded higher change rates compared to
the others, which felt the weaker growth in the public works and
infrastructures sector where Banca OPI is active.

In the compartment of medium-flong-term loans to the retail sec-
tor, disbursements totaled 10.1 billion euro. Maore in detail, mort-
gages to households showed strong growth: the net inflow for
the period amounted to 5.3 billion euro, 8% greater in homoge-
nous terms than that of 2005.

During the year the company compartment issued eight biflion
eura in financing, a more than 30% higher flow than that of
2005, thanks above all to the expansion of industrial loans.

As far as the trend in loans to the public works and infrastructure
sector issued by Banca OPI, the stock at the end of December
amounted to 20.1 billion euro, a decrease of 3.3% from the
beginning of the year. The lack of dynamism in the market in
guestion was influenced by the continuation of tight public finan-
cial policy during the period under analysis.

An analysis of loans to customers by counterparty reveals increased
performance in ali compartments, with the sole exception of

Direct customer deposits il

Financing to customers excuding NPF (€/mi)

181,432 187,564 151,430 155,377
165,230 138,115 -
Financial lahilities
of insurance business Shart-term
designated as at fair value financing
v
Sexurities s
and othier deposits
Medium-long-term
Current accounts financing
and deposits
o coi e F o
311242005 31/12/2006 31/12/2006 31/12/2C03 31/12/2006 31/12/2006
restated restated
Loans to custorners (1)
31712/2006 311272006 restated (2) 3171272005 Change Change
3112/06- 311206
11205 restated-
3112405
{&/mil) (%) (&/mil) (%) (€rmin) ) ey ()
Short-term financing 48,283 31.1 A7 574 309 42,228 30.3 +16,0 +12.7
Medium-Along-term financing 106,394 67.4 103,856 67.5 GE 887 68.7 +11.0 +8.3
Financing to customers excluding NPF 155,377 98,5 151,430 98.4 138,115 99.0 +12.5 +9.6
Non-performing financing 1,101 0.7 1,033 0.7 1,080 0.8 +1.9 -4.4
Financing to customers 156,478 99.2 152,463 99.1 139,195 99.8 +12.4 +9.5
Debt securities held in the portfolio 1,322 0.8 1,316 0.9 312 0.2 n.s. n.s.
Defaulted debt securities - 0.0 - 0.0 - 0.0 - -
Debt securities 1,322 0.8 1,316 0.9 32 0.2 n.s. n.s.
Loans to customers 157,800 100.0 153,779 100.0 138,507 100.0 +13.1 +10.2

(1) ncluding accruals and value adjustments for fair value coverage.

{2) Reconstructed ata to give unity of comparison with 31/12/2005, excluding the results of Banca ftal: Alhanese, which ertered the scope of consolidation using
the line-ty-line method in May, Panonska Bank, Bank of Alexandria and Cassa dei Risparmi df Forft that entered the area of line-by-fine consolidation at end 2006.



financing to governments and public entities (-12.1%; -12.7%
homogeneously). The growth of financing to finandial companies
{+42.3%; +41.9% homogeneously} stands out among the posi-
tive results. This is accompanied by financing to households
{+16.9%; +14% homogeneously) and to family businesses and
non-financial companies {(+10%; +6.4% homogeneously), which
inctudes loans to municipal companies under Banca OPI.

The division of loans by Group Business Sector posted an

increase of 10.7% in Banking leans (homogeneously +7.8%),
thanks mainly to the contribution of retail and private customers,

Loans to customers by counterparty (1)

Report on Group Operations ~ Operating volumes and organization

due to a growth of mortgages and consumer credit, and of cor-
porate customers, generated by the economic recovery that cre-
ated a new impulse in production. Loans in the Wholesale busi-
ness line showed a positive trend of 3.1% {unchanged in homo-
geneous terms, compared to 2005}, caused moreover by con-
flicting trends: the drop in large groups and the public sector is
more than counterbalanced by the increase in investment bank-
ing and international network (+23%; +5.7% on homogenous
basis), which benefited from the loans attributable 1o banks
acquired in 2006. The increase in loans of the Central functions
(+71.3%) is attributable both to the repurchase agreements

314122006 317122006 restaled {2) 31/12/2005 Change  Change

31206 31206

/12005 restated-

311205

(€smily (%} (€/mify (%) {€/ruil) (%) (%) {%)

Financing to households 36,745 233 35,845 233 31,435 22.5 +16.9 +14.0
Financing to family businesses and non-financial

companies 89,097 56.5 86,248 56.1 81,028 58.1 +10.0 +6.4

Financing to financial companies 17,844 1.3 17,804 11.6 12,543 9.0 +42.3  +41.9

Financing to governments and public entities (3) 11,912 7.5 11,835 7.7 13,557 9.7 -12.1 -12.7

of which: tax collection - 0.0 - 0.0 1,539 1.1 -100.0 -100.0

Other 880 0.6 731 0.4 632 0.5 +39.2 +15.7

Financing to customers 156,478 99.2 152,463 99.1 139,195 99.8 +12.4 +9.5

Debt securities 1,322 0.8 1316 0.9 312 0.2 ns. ns.

Loans to customers 157,800 1000 153,779 1000 139,507 100.0 +13.1 +10.2

{1} including aweruals and value adjustments for fair value covirace.

{2} Recomstructed data to give unily of comparison with 3171212005, excluding the results of Banca falo Albanese, which entered the scope of consolidation using
the ine-by~line rethod in May Panonska Bank, Bank of Alexandria and Cassa dei Risparrni oi Forli that entered the area of line~by-fine consolidation at end 2006.
{(3) Excluding financirg to municipal cormpanies under Banco OPL includod in financing to non-financial companies.

Loans to custorners (excluding NPLs) by Business Sector

311272006 311272006 restated (1} 314/12/2005 Change  Change

3206 3N

31205 restated-

311205

(€/mif} (€/mify {€/mil) (%} (%)

Banking 146,007 142,054 131,836 +10.7 +7.8
- Retail & Private 49,956 49,956 44,028 +13.5 4135

- Retail & Private-Cormmercial banks 44,355 44,355 39,325 +12.8 +128

- Other companies 5,601 5,601 4,703 +19.7  +19.1

~ Corporate 52,421 52,421 47,801 +9.7 +9.7

- Cornpanies-Commercial banks 46,513 46,513 42,192 +10.2  +10.2

- Cther companies 5,908 5,908 5.609 +5.3 +5.3

- Wholesale 40,390 39,096 36,176 +3.1 -0.2

- Intemational 9,171 7,877 7,455 +23.0 +5.7

- Large Groups B, 139 6,139 7574 -18.9 -18.9

- Public Authorities and Entities 20,067 20,067 20,757 -3.3 -3.3

- Investrment banking 5013 5013 3,390 +47.9  +47.9

- Dther Activities 3,240 581 831 n.s. -30.1
Savings and Assurance 1,324 1,324 1,122 +18.0 +18.0
Central Functions {(2) 9,368 5,368 5,469 +71.3  +11.3
Loans to customers excluding NPLs 156,699 152,746 138,427 +13.2 +10.3

(1) The data was reworked, for purposes of homogensous conparison with the data as at 31/12/2005, excluding the results of Banca ftalo Alhanese, which ertered
the scope of consolidation using thee ne-by-line methord i May, Panonska Banka, Bank of Alexandria and Cassa dei Rispasrm i For, corsolidated on a line-by-

fine basis at the end of 2006
{2} clude the fuans of Group Finance.
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linked to treasury transactions and to the loans in the form of
debt securities.

At the end of 2008, the Group’s market share in the domestic mar-
ket (calculated on harmonized series defined in the countries of the
eurozone) was equal to 9.9% for totat loans, down two-tenths of a
point compared 1o the end of 2005. In particular, the market share
in medium-long-term loans to households and non-financial resi-
dent companies was 9.3% and that in short-term loans was 8.4%.

at the end of 2005 to 2% at the end of 2006).

Net doubtful loans as of the end of 2006 totaled 3,259 million
euro, down 3.7% from the beginning of the year. Excluding the
companies that entered into the 2006 scope of consolidation
{Banca ltalo Albanese, Panonska Banka, Bank of Alexandria and
Cassa dei Risparmi di Forli) the doubtful loans totaled 3,078 mil-
lion euro, down 9% over the twelve months. Specifically, with
regards to loans to customers, and exduding the abovementioned

new Group companies:

* non-performing financing amounted to 1,033 million eurc,
down 4.4% from the end of 2005. The ratio of non-performs-
ing financing to loans to customers was 0.7 %, substantially
unchanged with respect to the end of 2005. Coverage of
these loans rose to 77% from the 75% on 31 December 2005;
problemn and restructured financing totaled 1,248 million eure,
with a 6.8% increase over the twelve maonths, partially attrib-
utable to the transfer of loans due to this caption, The weight
of funds under adjustment reached 29.8%;

Quality of the loan portfolio

During 2006, the Group continued to monitor and protect on the
quality of assets, by applying selective criteria when granting
loans and through prudent provisioning policies across all com- .
mercial banks. Improvement in the quality of the loans portfolio
can be seen in the reduction in doubtful loans and in the lower
impact of these on net loans to customers {decreasing from 2.4%

Non-performing financing to customers (&/mi Preblem and restructured finanding to customers (€/mil)

1,14 1,300
1,080 1,033 168 1,245: Pcin it
|
i
! |
i i
o - o s W
3141212005 311272006 31/1 22006 311 2/2005 3iM1212006 NN 22006
restated restated
Qualitative analysis of the foan portfofio (1)
311 2/2006 311272006 restated (2) 21/122005 Change  Chaige
NN2W0E- 311206
3111205 restated-
311200%
(€/mih) {%) (€/miif) {%) {(€/mil) (%) (%) (%}
Non-performing financing 1,101 0.7 1,033 0.7 1,080 0.8 +1.9 4.4
Problem and restructured financing 1,300 0.8 1,248 0.8 1,168 0.8 +11.3 +6.8
Financing to countries at risk 63 0.0 18 0.0 17 0.0 n.s. +5.9
Financing due/overdue by more than 180 days 765 0.5 750 0.5 1,066 0.8 -28.2 -20.6
Defautted securities held in the portfolio - 0.0 - 0.0 - 0.0 - .
Doubtful loans - customers 3,229 2.0 3,049 2.0 3,31 2.4 -3.1 -8.5
Perferming financing 153,249 97.2 149,414 97.1 135,864 87.4 +12.8  +10.0
Performing debt securities held in the portfolic 1,322 0.8 1,316 0.9 312 0.2 n.s. ns.
Loans to customers 157,800 100.0 153,779 1000 139,507 100.0 +13.1 +10.2
Non-performing and problem financing - banks - - - - -
Financing dug/overdue by more than 180 days - banks - - - - -
Financing to countries at risk - banks 30 29 a7 -36.2 -38.3
Defaulted securities held in the portfolio - banks - - 5 -100.0  -100.0
Total doubtful loans - customers and banks 3,259 3,078 3,383 -3.7 -9.0

(1) Incleding accruals and value adjustrments for fair vale coverage:
(2) Reconstructed data to give unity of comparison with 31/12/2005, excluding the restlts of Banca ltaks Albanese, which entered the scope of consolidation using
the line-by-line method in May, Pancnaska Bank, Bank of Alexandria and Cassa dwi Rispasmi di Forfi that entered the area of line-by-line consolidation at end 2006.



Financing due/overdue by more than 180 days (e/mi)

1,066
750 765
L~ - e
31/12/2005 31/12/2006 31/1212006
restated

« financing due/overdue by more than 180 days amounted to
750 million eure, down 29.6% from the beginning of the year,
with a coverage ratio of 16.7%;

* non-guaranteed financing to countries at risk was 18 million
euro,

The entrance of the new banks into the group’s scope of consol-
idation brought about an increase in doubtfu! leans to customers

Interbank position, securities and derivatives
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fram 3,049 million evro to 3,229 million, spread among the dif-
ferent categories, without any significant effect on the ratios
mentioned above. In particular the overall coverage of doubtful
loans increased by more than four percentage points compared to
the previous year.

Lump-sum adjustments to the performing loan portfolio reached
1,211 million euro, up 13.6% from 2005 (homogeneously +7.8%).
This corresponds to 0.8% of performing loans, unchanged from
that recorded at the end of the previous year.

Activities on financial markets
Treasury and financial management activities

In 2006, the control of treasury activities and the management of
financial risks of the domestic banking networks were carried out
centrally by the Parent Bank’s Treasury Department.

As regards treasury activities, the Parent Bank guaranteed direct
access to money markets, to spot and forward exchange rate
markets and to securities markets, as well as to payment systems,
and monitored the Groups liquidity policy. To access the medium-
flong-term derivatives markets, the Treasury of the Parent Bank
was supported by the subsidiary Banca M|, which carries out the

311272006 311272005 Change
31/12/06-31/12/05
(€/mil) (%)} {(€/mil) (%) (%)
Interbank

Assets (2) 28,942 100.0 27,838 100.0 +4.0
- Parent Bank 14,483 50.0 15,829 56.9 -8.5
- Banca IMI 5,920 20.5 6,093 21.9 -2.8
- Others 8,539 29.5 5,916 212 +44.3
Liabilities 38,831 100.0 35,683 100.0 +8.8
- Parent Bank 25,438 65.5 19,786 55.4 +28.6
- Banca IMJ 6,038 15.6 7.170 20.1 -15.8
- Others 7,357 18.9 8,727 245 -15.7
Securities (1) (2} 73,666 100.0 68,319 100.0 +7.8
- Parent Bank 8,041 10.9 8,294 121 =31
- Banca IMI 11,479 15.6 11,480 16.8 -0.0
- EurizonViia (already ALP) 38,145 51.8 39,927 58.5 -4.5
- Others 16,001 21.7 8,618 12.6 +85.7

Derivatives
Hedging derivatives (notional} 92,965 100.0 57,434 100.0 +61.9
- Parent Bank 60,443 65.0 26,712 46.5 +126.3
- Banca IMI - 0.0 - 0.0 -
- Others 32,522 35.0 30,722 £3.5 +5.9
Dealing derivatives (notional) 1,080,011 100.0 1,219,569 100.0 -11.4
- Parent Bank 79,830 7.4 61,899 5.1 +29.1
- Banca IMI 964,752 89.3 1,130,132 92.7 -14.6
- Cthers 35,329 3.3 27,538 2.2 +28.3

(1) The ligure does not include securities cassified in Joans & receivables, reported amaong *Securitics® (2,438 miffion euro at 31 December 2006 and 998 miflion at

37 Decembwr 2005).

(2) The figure includes debt and capital securities (ncluding O.LC.R. quotas) classified i the various porttolios, except tor "Other equity investrents® described else-

where in this Report,
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service by making use of the synergies from its own market mak-
ing activities.

The financial risk management policies related to the banking
book of SANPAOLO IMI and the Groups banking networks
(Asset and Liability Management) are described in Part E of the
Explanatory Notes to these Financial Statements.

As regards the centralized management of liquidity, as of 31
December 2006 about 81% of interbank lending and 29% of
interbank borrowing by the Parent Bank referred 1o infragroup
financing and depesits. Net of these components, during the
period, the Parent Bank maintained a debt imbalance with
respect to the market. As a consequence, the Treasury operat-
ed in the markets to collect the necessary short-term liquidity
under a strict policy of funding diversification.

Regarding medium- and long-term funding, also managed cen-
trally, the Parent Bank raised a total of 15.3 billion euro during
2008, composed as follows:

* around 5.7 billion euro through the placement of securities
on international markets with Italian and foreign institution-
al investors, of which 3.9 billion euro seniors and 1.8 billion
subordinated (Lower Tier il);

e around 4 billion euro through infragroup deposits, mainly
from Sanpaolo IMI Bank Ireland, carried out using govern-
ment funding and/or private placement;

* approximately 3 billion euro through the placement of sen-
ior securities by way of the internal branch network and the
Group network banks;

* approximately 1.3 billion euro in deposits form Group banks
operating on the domestic market;

* approximately 875 million euro through senior bond issues
underwritten by Eurizonlife Ltd and listed on the Dublin
Exchange, regarding the placement of retail policies in Italy;
around 407 million euro through senior bond issues under-
written by EurizonLife 1td on the domestic market, and
thus unlisted, regarding the placement of retail policies in
Italy.

Part of these medium-Along-term deposits was transferred to
the Group banks and companies. More specifically, during the
year, the funding transfered by the Parent Bank totaled approx-
imately 2.3 billion eurc (900 million euro senior and 1.4 billion
euro subordinated). A further 1.4 billion euro, approximately,
was transferred to the Group Banks and Companies through
the subsidiary Sanpacle IMI Bank Ireland.

In relation to deposits from supranational and international
bodies, in 2006 new loan agreements were stipulated by the
EIB and KfW (Kreditanstalt fir Wiederautbau) in {avor of the
Parent Bank and the Group network banks, for the amount of
300 million euro. The Parent Bank and other banks of the
Group continued to use funds from Global Loans previously
issued by the EIB, especially those destined to finance Research
and Development initiatives in Italy. In addition, in 2006, Banca
OPI autonomously collected medium-/long-term deposits from
the EiB for approximately 100 million euro and fram KfW for
200 million euro.

With the exception of several senior securities, for a total of
111 million euro, afready under placement at the beginning of
2006, the network banks different from SANPACLO IMI did not

carry out any autonpomous issues. As part of its own activities,
the subsidiary Banca IMl issued bonds for a total of 524 million
euro, incuding senior structured bonds for 495 million euro,
placed through the Group’s networks. It also issued subordi-
nated bonds (Tier Hl) for 300 million euro, entirely underwritten
by the Parent Bank.

As of 31 December 2006, the Group’s securities portfolio
amounted to 73.7 billion euro, up 7.8% from the figure at the
end of 2005 {68.3 billion). The amount can be broken down as
follows: 36.6 billion held-for-trading or designated as at fair
value; 30.4 billion in available-for-sale securities; 2.9 billion in
securities held to maturity; 3.8 billion in securities classified
under "loans and receivables”, of which 1.4 billion related to
customers,

The securities portfolio of the Parent Bank, held for treasury
requirements and investment purposes, amounted to 8 billion
euro as of 31 December 2006 {net of Group securities), a
decrease of 3.1% compared to the B.3 bitlion in December
2005. The break-down is as follows: 4.3 billion euro held for
trading or designated as at fair value; 2.5 billion held to matu-
rity: 0.4 billion available-for-sale; 0.8 billion reclassified under
"loans and receivables”.

As at 31 December 2006, the break-down of the securities
portfolio of the Parent Bank showed a prevalence of govern-
ment bonds originating from EU countries, representing 58%
of the total, a further share of 38% was made up of securities
issued by banks, financial institutions and international organi-
zations, 1% by corperate bonds and the remaining 3% by
Q.LC.R. {Collective Savings Investments Organization) funds.
With the aim of maximizing profit opportunities, portfolio man-
agement maintained, through the companent of securities eli-
gible for Eurosystem monetary policy operations, the collateral
suitable for managing liguidity and, at the same time, for
pledging transactions in customer repurchase agreements.

During 2006, the volume of securities traded by the Parent
Bank on its own account was egual to 30.5 billion euro, white
transactions involving repurchase agreements, primarily short-
term transactions, amounted to 680.7 billion euro, of which
260.1 biltion euro were carried out on the MTS/PCT platform.

The insurance sector portfolio

As of 31 December 2006, the life and casualty companies
reporting to EurizonVita had investments (gross of securities
issued by Group companies) equal to 48 billion euro, an
increase of 3% from the beginning of the year.

Available-for-sale investments comprised 419 of the securities
portfolio, while securities designated as at fair value made up
58% and financing and joans the remaining 1%. More specifi-
cally:

» available-for-sale securities, mainly for traditional policies
and free capital, amounted to 19.8 billion euro and consist-
ed for the most part of bonds and other fixed-income secu-
rities. Shares, equal to 1.5 billion eure, maintained an aver-
age impact of 6% throughout the period, in line with the
medium- and long-term profit objectives of the Company;

* investments designated as at fair vatue, equal to 28 billion
euro, comprised index-linked policies for 3%% and unit-




linked palicies for 56%. The remaining 5% mainly com-
prised securities to be liquidated for index-tinked products
reimbursed to customers and specific asset policies;

* a residual part of investments amounting to 238 million
euro was entered under financing and loans.

At the end of 20086, hedging in the form of collars expiring in
April 2007 amounted to a notional value of 4,154 millien euro,
and hedging in the form of IRS amounted to a notional value of
141 million euro. This operation aims at protecting part of the
portfolio from falls in price, resulting from the expected increase
in interest rates, Due to the increase in interest rates and the
subsequent reduction in capital gains on bonds, though partial-
ly mitigated by collars, at the end of December, the valuation
reserves of available-for-sale financial assets amounted to 35
mitlion euro, compared with 81 million euro at the beginning of
the year.

Brokerage activities

During 2006, brokerage activities within the Group were most-
ly carried out by Banca IMI, the investment bank of the Group
and one of the leading ttalian financial operators, with extensive
operations in stock and bond placements, extraordinary finance
transactions and securities trading.

In line with the 2006-2008 Industrial Plan, Banca IMI supervised
the Large Groups and Entities segment and supported the SAN-
PAQLO IM) network in offers for SMEs and households.

Banca IM) trades on its own behalf and for third parties in a
wide range of financial products on regulated and over-the-
counter markets, structures and creates investment products for
retail and institutional customers and provides risk management
products for businesses and public autharities.

As of 31 December 2006, the securities portfolio of Banca IMI
stood at 12 billion euro (gross of Group securities), an increase
of 2.7% against the 11.7 billion held at the end of 2005. This
was comprised by debt securities for 61.4% by O.1.C.R. quotas
for 37.6% and by equities for the remaining 1%. Short posi-
tions in securities amounted to 1.9 billion euro, a fall of 16%
compared to the value as at 31 December 2005 (2.31 billion).

Financial dealing derivatives totaled 1,105.9 billion euro, a drop
of 13.5% over 2005 (1,274.3 billion), together with credit deriv-
atives for hedging purchases totaling 4.5 billion eurc and hedg-
ing sales of 4.5 billion euro (as of 31 December 2005, both
totaled 1.6 billion euro).

More information on Banca IMI transactions can be found in
“Group business structure”.

Placement and advisory business

At Group level, the placement and advisory business was carried
out by Banca IMI, while the subsidiary Banca OPI operated in
this business with respect to Public Authorities and Entities.

In 2006 SANPAOLO IMI and Banca IMI stipulated a framework
agreement to make use of ancillary assistance and financial con-
sulting, as needed, including the valuation of companies and
financial instruments in general, as well as the values of good-
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will stated in the financial statements.

In order to deal with the increasing operations in OTC deriva-
tives with customers both in terms of velume and complexity of
the products distributed, during the year, the Group rationalized
its business model which divided the product development
activities, assigned to Banca IMI, and distribution activities,

assigned 1o the branches of the network banks.

During 20086, the advisory businass of Banca IMI benefited from
the overall positive trend in Merger & Acguisitions in Europe,
and the synergies developed from the operations supporting the
network and banking customers of the Group. These operations
were developed within the Telecom, Media & Advisory, Energy &
Utilities, General Industry and Financial Institution sectors, and
contributed to the expansion of the SANPACLO IMI Group on
the markets of Eastern Europe and the Northern Mediterranean.

In the first months of the year, Equity Capital Markets benefited
from the positive performance of international stock markets.
On the contrary, starting from mid-May, the visible downturn in
the markets due to fears of a rise in interest rates reduced busi-

ness, especially new listings.

In this context, Banca IMI managed to confirm its own supervi-
sion of the market with regard to placement, taking the role of
joint global coordinator, lead manager and joint bookrunner in

a number of impartant transactions.

in January 2006, Banca IMI also acted as joint bookrunner for
the private placement of FIAT shares held by SANPAQLO IMI
deriving from conversion of the loan, as described in “Action

Points and [nitiatives in the Year”,

In relation to public offers, Banca IMI acted as financial advisor
for Eurizon Financial Group and intermediary for the coordina-
tion and collection of subscription to the total voluntary pubilic

purchase offer for Banca Fideuram shares.

In structured finance operations, Banca IMI acted directly, and in
a supporting role to SAMPAOLO IMI, as the result of the new
Service Model implemented during the year, leading to the final-
ization of 28 transactions for approximately five billion euro in ini-
tial risk, of which 20 acquisition finance transactions, six project

finance transactions and two real estate finance transactions.

Activity in the Public Authorities sector was also significant, in
particular in transactions to restructure the liabilities of some
major Public Entities originated in collaboration with Banca QP

As regards Banca OPl's advisory activities, during 2006 the bank
confirmed its significant role in financing to ltalian Entities and

Public Authorities,

In terms of placement activities, Banca OPI also held the role of
joint arranger and joint lead manager in the two most signifi-
cant international bond issues in the year: the Campania region
and the Piedmaont region. In addition, the bank participated in
all of the most important operations for the placement of issues

by local authorities on the domestic market.

In 2006, Banca OPI also achieved considerable results with pub-

lic entities in the field of derivatives,
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Medium-/long-term financing to public entities developed sig-
nificantly during 2006, both in terms of increases in volume
and consolidation of commercial relations.

Project finance grew strongly compared with 2005: on the
domestic market, Banca OPl took con important roles as a
Mandated Lead Arranger in the water sector, medical construc-
tion and local public transport; foreign operations were boost-
ed by the underwriting operations regarding the privatization
of French highways.

Lastly, with reference to the operations of FIN.OP!, the Group's
investment trust, the most important event of 2006 was the
closing on the new PPP Italia Fund, the first Italian fund spe-
cialized in infrastructures. The purpose of this fund is to pur-
chase equity shareholdings in companies which hold licenses
for the construction and management of public infrastruc-
tures, as well as in companies operating in the local public util-
ities sector, with a qualified group of ltalian and international
institutional investors which have subscribed a total commit-
ment of 120 million euro. As well, during the year, FIN.OPI
actively managed the merger of its investees AEM Torino and
AMGA Genova, which led to the creation of the new IRIDE
S.p.A..

More information on the operations carried out in placement and
advisory business can be found in "Group business structure”.
Shareholdings

As of 31 December 2006, Group shareholdings amounted to
4,754 million euro, of which 893 million euro classified as

"Equity shareholdings” and 2,861 million eurc as “Available-
for-sale financial assets - Equities”.

Equity shareholdings

This caption comprises “significant” shareholdings, which are

those held in companies in which the Group exercises signifi-

cant influence, that amounted to 893 million euro at 31

December 2006, of which 107 million is attributable to good-

will {positive differences in net sharehotders’ equity). This cap-

tion increased by 74 million euro compared with the value as of

31 December 2005, as a result of:

* acquisitions and subscriptions for 139 million euro {of which
44 million attributable to goodwill);

* sales for 28 million euro;

* a decrease of 167 million euro, of which 148 million for the
inclusion of Cassa dei Risparmi di Forli among the compa-
nies consolidated on a line-by-line basis;

¢ other increases of 130 million euro, regarding profits from
the disposal of equity shareholdings and the net effects of
valuation at net equity.

The main increases during the year involved:

« the increase in the shareholding in 51 Holding, which wholly
owns Cartasi, from 11% to 36.74%, for a total of 38.1 mil-
lion euro, resulting in the inclusion of the investee company
among associated companies;

* the pro-rata subscription of the paid capital increase of
Cassa di Risparmio di Firenze. Subscription to the transac-
tion, which meant an outlay of 28.1 million euro, left the
shareholding in the Florentine company unchanged {equal
to 18.7% of capital). This shareholding was progressively
diluted as a result of the exercise of stock options, to stand

Shareholdings
3171212006 31/1272005 Change
31112206-31/1205
{e/mily {E/mil) (%)
Equity shareholdings {1} 893 819 +9.0
Qualified investments 786 690 +139
Goodwill arising on application of the equity method 107 129 -17.4
Other shareholdings (2) 3,861 3,003 +24.8
of which:
- Santander Central Hispano 1,934 1,524 +26.9
- Natlxis 435 - ns.
- Banca d'italia 185 185 -
- Borsa ftaliana 5.p.A. 177 134 +32.1
- HAT S5.p.A. 132 67 +97.0
- Parmalat S.p A. 97 62 +56.5
- Banca delle Marche S.p.A. 92 92 -
- Azimut S.pA. 87 71 +22.5
- Inde S.p.A, 72 - n.s.
- Banco def Desarrolio 57 62 -8.1
- Istituto per il Credito Sportivo 48 50 4.0
- XIS Asset Management Group S5.A. - 216 -100.0
- XI5 Corporate & Investment Bank S.A. 91 -100.0

{1) The Ist is ghven in the Explanatory Notes (Fart 8 - Assets - Section 10).
(2) ncluded in the caption *Available-for-sale financial assels - Equitics*.




at 18.6% of capital at the end of 20086;

* the acquisition, by the founding shareholders, of 100% of
the IT services company Isyde S.rl., recently converted into
S.p.A (joint-stock company), for 8.5 million euro:

* the purchase for three million euro of 50% of the capital of
TLX 5.p.A., a consortium that organizes and manages the TLX
and EuroTLX markets for the trading of financial instruments.

The decreases involved:

* the disposal of the Slovene shareholding in Splosna Plovba
Portoroz D.o.o. (21%) for 12.7 million euro with a capital
gain of 12.3 million euro.

* the disposal of the remaining share (20%}) held in IW Bank
5.p.A. — a leading ltalian on-line trading company - for 9.3
million euro and a capital gain of 3.9 million;

= the transfer of the entire shareholding (33.3%) of SFET -
Societa Friulana per I'Esazione Tributi, to the newly-consti-
tuted government-owned Riscossione S.p.A.. Settlement of
the price, which is still under negotiation, will be carried out
through the transfer of shares by Riscossione S.p.A..

As regards investments carried out within the private equity

business, the {ollowing are noted:

* the acquisition, with a disbursement of 20.4 million euro, of
a 20% share in Imaging S.p.A., the new company especial-
ly created to acquire 100% of Esaote S.p.A., an ltalian group
aperating in the electro-medical equipment sector;

* the conversion into capital of a 4.5 million euro loan dis-
bursed in favor of the subsidiary (30%) Aeroporti Hoiding
S.rl;

« the acquisition of 21.7% share in Infragruppo S.p.A.
through conferral of the share (7.35%) held in Infracom
S.p.A.. This operation generated an increase of 5.4 million
euro in the value of the equity shareholding portiolio.

Other shareholdings

The Groups remaining shareholdings are classified under
"Available-for-sale financial assets — Equities”. As of 31
December 2008, this component amounted to 3,861 million
euro, with a net increase of 768 million euro compared to end
2005,

The main operations involving increases performed during the

year regarded:

* the subscription 1o (also through exercising the right of pre-
emption of unbought capital} the paid capital increase of
Friulia S.p.A. — the financial holding controlled by the Friuli
Region ~ for a total cutflow of 18 million euro, and the sub-
sequent conferral to the same of the equity shareholding in
Agemont, for 0.1 million euro, leading to a shareholding of
3.14%;

+ the acquisition, on the block market, of a 3.6% share in the
capital of the listed multiutifity ACEGAS-APS S.p.A., for 16.6
million euro;

* the increase, fram 3.2% to 9.3%, of the shareholding in
Societd interbancaria per I'Automazione - Cedborsa, a com-
pany operating in networking of financial markets and pay-
ment systems, through the purchase from the ltalian
Bankers' Association (ABI) of 6.05% of the share capital, for
14.8 miilion euro;

» the pro rata subscription of the paid capital increase of the
investee (7%} Transdev 5.A. (company operating in the local
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public transpart sector in various European countries) for 5.6
million euro;

* the increase, in the light of the merger of the two compa-
nies and for a total disbursement of 12.1 million euro, of the
shares held in AEM Torino and in AMGA Genova, The oper-
ation, which was carried out partly through acquisition on
the market and partly through the conversion of AEM Torino
warrants, resulted in a shareholding of 3.5% in IRIDE S.p.A.,
the company resulting from the merger;

* the acquisition, at a price of 9.1 million euro, of a share-
holding of 8.4% in IRIS S.p.A., a company which manages
energy networks, created through the merger of three com-
panies formerly owned by municipalities in the Gorizia area;

+ the increase (from 1.85% to 5%, taking into account the
increase in company capital and with an outtay of 7.7 mil-
fion euro) of the interest held in MTS S.p.A. - a European
leader in electronic platforms for the trading of fixed-income
securities — by exercising the right of pre-emption for mem-
bers following the friendly offer for MTS by the concerted
party EuronextBorsa Italiana.

The main disposals involved:
= the transfer of the shares held in Ixis Asset Management
Group (9.25%) and in ixis Corporate & Investment Bank

(2.45%) in equal measure (50%) to Caisse Nationale des

Caisses d'Epargne and to SNC Champion (Bangue Populaire
Group}, at a total price of 506 million euro, achieving a cap-
ital gain of 228 million euro, and the subsequent acguisition
by these companies of 1.68% of Natlxis, through Sanpaolo
IMI International for a vatue of 395.6 million euro, with par-
tial reinvestment of the profit from the transfer. Natlxis is a
listed company created through the investment banking and

banking services partnership between the French groups

Caisse d'Epargne and Banque Populaire;

+ the sale to Cassa di Risparmio di Firenze of the 12.33%
equity shareholding in Centro Leasing 5.p.A.. The transac-
tion was concluded for 21.2 million eurc and gave rise to a
capital gain of 5.3 million euro;

= the transfer of the entire shareholding (equal to 1.15% of
share capital) in Cassa di Risparmio di Ferrara S.p.A., The
transaction was concluded for 14.1 million euro and gave

rise to a capital gain of 8.4 million euro.

As regards private equity investments, the following are noted:
* the acquisition, for a total of 29.2 million euro, of equity
shareheldings in Azimut Benetti S.p.A. (2.74%), Cattleya
S.p.A, (9.8%) and Praxis Calcolo S.p.A. (14.23%) from the
associated company Sanpaoio IMI Private Equity Scheme BV:
« the sale - on the exercise of the shareholders’ agreements of

lanuary 2005 - of the 1.97% share in Fincantieri S.p.A. for

13.1 million euro and a capitat gain of 6.5 million;

¢ the transfer of the 2.17% shareholding in SAVE - Aeroporto

di Venezia Marco Polo, for an overall total of 14.34 million
euro and the realization of a capital gain of 14.25 millicn
euro.

The increase in the book value of the other equity sharehold-
ings is also due to the adjustment of some shareholdings to fair
value, specifically Santander, for 410 million euro, and FIAT, for

65 millian euro, gross of tax effect.

Considering the valuation of the other equity shareholdings,

the Group created specific net valuation reserves for the valua-
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tion of AFS equity securities, amounting to 1,621 million euro
at the end of the year, of which 23 million euro is attributable
to the securities portfolios of the insurance companies.

Group capital and reserves
Net shareholders’ equity
Group net shareholders’ equity, equal to 14,338 million euro as

of 31 December 2006, showed the following changes during
the period:

Movement in Graup net sharehoiders’ equity {€imil)
Group net sharcholders' equity at 31 December 2005 13,483
Decreases -1,916
- Dividends on ordinary shares -905
- Dividends on preferred shares -162

- Reduction in consolidation reserve due to acquisition
of minority interest shareholdings in Fideuram

and EurizonTutela -831
- Changes in own shares -13
- Other changes {-) -5
Increases 2,77
- Net profit for the peried 2,148
- Net change in valuation reserves 309
AF5 reserve 453
- corresponding to capital securities 593
- corresponding to debt securities -140
Reserve for recognition of actuary profitsfosses 85
Other valuation reserves 1
Conversion of valuation reserves into capital -240

- Increase of company capital due to conversion
of valuation reserves 240
- Stock aption accounting 74

Group net shareholders' equity at 31 December 2006 14,338

The ¢changes during 2006 were essentially due to the profits for
the year, net of dividends paid on the results of 2005, the
changes in valuation reserves, the repurchase of minority shares
(specifically due to the public offering on Banca Fideuram}) and
the recording of stock options.

in particular, the ¢hange in valuation reserves, which went from

1,286 miliion eurc to 1,595 million, was impacted by:

« the revaluation as at fair value of some minority investments
classified in the available-for-sale portfolio for a total of 593
million euro (including, specifically, the shareholding in
Santander for 410 milhen euro and in FIAT for 65 million euro);

» the recognition, attributable to the rise in interest rates, of
85 million euro of lower actuary capital losses on defined
benefit employee funds and employee termination indemni-
ties (TFR), whose valuation is recorded in a direct correspon-
ding item under shareholders’ equity reserves;

« the decrease in the valuation reserves of debt securities for
140 million euro, linked to the rise in interest rates and the
sales carried oui during the year;

» the stock of valuation reserves fell further, with no impact
on net shareholders’ equity, following the use of reserves

deriving from special revaluation faws for 240 million euro
to service the scrip increase of the capital of the Parent Bank
(150 million euro) and its subsidiaries (90 million euro).

Regulatory capital and solvency ratios

In April 2006, the Bank of Italy began definitive application of
the new rules of “prudential filters”, with which the Regulatory
Body intends to regulate the effects of the introduction of
IAS/IFRS on the amount and quality of the regulatory capital,
lessening potential volatility deriving from the application of
the new accounting standards.

It should be noted that because of the new regulations, the cal-
culation of regulatory aggregates as at 31 December 2005
made to inform the Regulatery Body was different to the infor-
mation made public in the annual report of the same date,
showing a rise in all solvency ratios of 20 basis points {(Core Tier
1 Ratio from 6.6% to 6.8%. Tier 1 Ratio from 7.2% to 7.4%,
Total Risk Ratic from 9.2% to 9.4%). The adjustment, made
necessary by the issuing of Regulatory transition norms after
the approval of the 2005 financial statements, provided for the
integral recovery among awn means of value reserves matured
before 1 January 2005 on equity shareholdings placed in the
available-for-sale portfolio under IASAFRS.

The updating of the regulations also takes into account guide-
lines for the treatment for the supervision of financial con-
glomerates, introducing the obligation of deducting from basic
and supplementary equity sharehoidings in insurance compa-
nies and companies with insurance holdings, as well as their
refated subordinated loans.

In this context, and with specific reference to the treatment of
companies in the Savings and Assurance Pole of the SANPAO-
LO IMI Group, it should be noted that ISVAP has identified the
subsidiary Eurizon Financial Group S.p.A. as the company with
insurance holdings according to the code of insurance compa-
nies. Application of the above-mentioned requlations would
imply the obligation of the integral deduction from basic and
supplementary consolidated equity shareholdings of the bank-
ing group of the subsidiaries Banca Fideuram and Eurizon
Capital SGR (former Sanpaolo 1M} Asset Management SGR) as
they are controlled by Eurizon Financial Group, despite Eurizon
and the two companies being ascribed to the SANPAOLC IMI
banking group and sharing with the Parent Bank the nature of
risks and the same Regulatory Body.

In the light of the regulatory framework, which is currently
being adjusted by the two Regulatory Bodies, and on the basis
of the methodologies under consideration with the Supervisory
Department of the Bank of Italy, but not yet definitively imple-
mented, the Group consolidated regulatory capital as at 31
December 2006 was calcutated by reassigning the contribution
attributable to Banca Fideuram and Eurizon Capital SGR to the
banking business.

Given that definitive calculation of these aggregates wilt be
released on transmission to the Bank of Italy by 25 April 2007,
there follows an analysis of and indicative information on the
regulatory capital and consolidated solvency ratios as of 31
December 2006, determined using the above-mentioned
methodology.



Regulatory capital and solvency ratios

31/1272006 317122005

Regulatory capital (€/mil)

Tier 1 capiial 11,837 11,286
of which: preferred shares 1,000 1,000
Tier 2 capital 6,015 4,720
less: prescribed deductions -2,766 -2,308
Regulatory capital 15,086 13,648
Tier 3 subordinated loans 599 586
Total regulatory capital 15,685 14,294
Weighted assets (€/mil)
Credit risk 155,896 136,017
Market risk 13,941 15,237
QOther requirements 259 288
Total assets 170,096 151,542
Solvency ratios (%)
Core tier 1 ratio 6.4 6.8
Tier 1 ratio 7.0 7.4
Total risk ratio 9.2 9.4

Based on the above, as of 31 December 2006, the ratio of total
regulatory capital of the Group and total risk-weighted assets,
mainly resulting from credit and market risk, amounted to 9.2%;
in particular, market risks attributable to both the Parent Bank and
to other companies of the Group, equal to about 14 billion euro
at the end of December 2006, were 54% covered by Tier 3 sub-
ordinated loans, which amounted to 599 miilion euro.

At the same date, the ratio of Tier 1 capital of the Group and total
weighted assets amounted to 7% (Tier 1 ratio), while the Core
tier 1 ratio {calculated on Tier 1 capital net of preferred shares)
totaled 6.4%.

As of 31 December 2005, the same ratios amounted to 6.8% for
Core tier 1 ratio, 7.4% Jor Tier 1 ratio and 9.4% for Total Risk
Ratio.

The decline in the Total risk ratio compared to 31 December 2005
is attributable mainly to the increase in risk-weighted assets and to
the increase in capital deductions, as the tier 1 capital and tier 2
capital showed a positive trend. The increase in tier 1 capital is due
to the amount of profits for the year, with the assumption that the
dividend for Intesa Sanpaola shareholders will be distributed draw-
ing entirely from the profits anc the former Banca Intesa reserves,
This positive effect more than compensated the negative effect
deriving from the goodwill recorded following the acquisitions car-
ried out during 2006, The aforementioned growth in tier 1 capital
also benefited, for 240 million euro, from the scrip issue deriving
from the transfer to share capital of valuation reserves for fixed
investments (land and works of art) separated from tier 2 capital.

The increase in tier 2 capital was supported by subordinated
issues and reserves on available-for-sale finandal assets account-
ed for regulatory purposes.

The negative effect of the increase in deduction elements is attrib-
utable to the increase in equity of Eurizon Financial Group,
regarding the insurance business, and the increase in sharehold-
ings of less than 10% held for regulatory purposes.
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Own shares

As of 31 December 2006, SANPAOLO IMI shares held by the

Group amounted to 2,909,004 (nominal value of 8.4 million

euro), equal to 0.16% of the share capital. These shares were

recorded as negative components of shareholders equity, for a

total of 32.4 million euro. The shares were held by the Parent
Bank and by O.L.C.R.s (collective investment entities) within the
context of the Group’s insurance business and, in accordance with
international accounting standards, were consclidated on a line-

by-line basis.
In view of the quantity of own shares in its portfolio, as of 31
December 2006 the Parent Bank had the same amount aliocated

in the unavailable reserve, pursuant to law.

Own shares held by subsidiary companies refer to Banca Fideuram

S.p.A shares held in the portfolio of the bank. As at 31 December
2005, Banca Fideuran held 12,655,273 own shares in its portfo-

lio (nominal value 2.4 million euro), representing 1.3% of the

share capital. These shares were not subject to any movements
during 2006. In application of 1AS 32, these shares are shown, at

historic vatues, in adjustment of Banca Fideuram's shareholders’
equity {including the minority quota) for 54.4 million euro.

For additional information on transactions carried out during the

year, see Part B - Liabilities — Section 15 of the Consolidated
Explanatory Notes,

Operating structure

The distribution network

The Group's distribution network is divided into territorial areas
and network banks with light central structures, which provide

uniform and complete supervision of the respective tesritory. In
order to effectively satisfy the different needs of households and

husinesses, the distribution model ts based on specialization of

the branches according to the type of customer served {corporate,
retail & privaie). Internet, phone, mobile and remote banking
services also support customer operations.

As of 31 December 2006, the SANPACLO IMl Group had a net-
work of 3,286 branches in ltaly, distributed as follows: 33.6% in
the North West regions, covered extensively by the Sanpaolo net-
work; 29% in the North East, which comprisas the branches of
four networks {Cassa di Risparmio di Padova e Rovigo, Cassa di
Risparmic in Bologna, Cassa di Risparmio di Venezia and
Friulcassa), of Sanpaclo Banca dell’Adriatico and of Cassa det
Risparmi di Forli; 24.8% in Southern ftaly and the Islands, headed
by Sanpaclo Banco di Napoli on the mainland and by the Sanpacio

network on the Islands. The remaining 12.6% of the Group’s net-
work s located in Central ltaly, where the Group is present also

through the branches of the new Sanpaolo Banca dell’Adriatico.

During the year, the process, bequn during 2004, of rationalizing
the distribution network of the Group in the North East and
Adriatic regions continued. In the context of “territorial bank™,
the process led to the geographical reorganization of the Carive,
Cariparo, Carisbo and Friulcassa commerdial banks for the pur-
poses of brand clarity, the merger by incorporation of Banca
Popolare dell’Adriatico (BPdA) inic SANPAOLO and the subse-
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quent spin-off of the company branch made up of the Sanpaclo
and BPdA branches in the Marche, Abruzzo and Molise regions,
as well as the BPdA operating points in Romagna (in expectation
of the completion of the Romagna Project which foresees the
ceding to Cassa dei Risparmi di Forli) into & new banking compa-
ny called Sanpaclo Banca dell’Adriatico S.pr.A..

As at 30 September 2006, the share of branches held on a nation-
al level was 10%. In particular, the Group had an 11.2% share in
the North West, 10.1% in the North East, 5.6% in the Center and
132.4% in the South and Islands.

In reference to multi-channel infrastructures, at the end of
December direct banking contracts with retail customers had
risen to around 1,215,000, a 21.6% increase compared to 31
December 2005. Internet banking contracts with companies
amounted to 67,179, a slight increase compared with the end of
December 2005.

Customer service is also provided through the network of
"Bancomat” autormnated teller machines - ATMs (at the end of
December 2006, these comprised 1,969 Sanpaoclo ATMs, 871
Sanpaclo Banco di Napoli ATMs and 1,195 ATM:s of the four net-
work banks of the North East and of Sanpaolo Banca
dell’ Adriatico), as well as through POS terminals (47,338 for the

Group distribution network

Sanpaolo network, 19,801 for Sanpaolo Banco di Napoli and
23,617 for the latter networks).

The distribution structure of the Group also includes 4,217 finan-
cial planners of Banca Fideuram and Sanpaole Invest SIM, in addi-
tion to five loan negotiators and 151 agents of Neos Banca.

The Group operates abroac through a network of 396 branches,
19 representative offices and two desks (one syndicated Inter-
Alpha group desk in Teheran and one “ltalian desk” in Kuwait).
The foreign network mainly comprises, in addition to the Parent
Bank network, the branches of the subsidiaries operating in
Central Eastern Europe (including the newly acquired Banca Italo
Albanese and Panonska Banka)} and the branches of the new
investee Bank of Alexandria.

Personnel

At the end of the period, the Group employed 49,862 resources,
in addition to 209 workers with atypical contracts, for a total of
50,071 people. Of these, 7,166 work for the companies which
entered the scope of consolidation in 2006: Banca ltalo Albanese,
Cassa dei Risparmi di Forll, Panonska Banka and Bank of
Alexandria. Net of these employees, the headcount totaled
42,905 resources, including 178 with atypical contracts.

31/12/2006 31/12/2006 31/12/2005 Change

restated (1) 31112706 restated-

F1/42/05 (%)

Banking branches and area offices 3,682 3,338 3,289 +1.5
- ltaly (2) 3,286 3,201 3,172 +0.9
of which: Parent Bank 1,378 1,378 1,354 +1.8
North East banking branches and Sanpaolo Banca defl Adriatico 1,017 1.017 1,009 +0.8

Sanpaolo Banco di Napoli 678 6578 687 -1.3

other networks (3} 213 128 122 +4.9

- Foreign 396 137 17 +17.1
Representative offices 19 19 19 -
Financial planners 4,217 4,217 4,151 +1.6
Loan negotiators and agents of Neos Banca 156 156 163 -4.3

{1) Figures have been reclassified for homogenity of comparision with 3112/2005, excluding the resufts of Banca ftalo Afbanese, Panonskn Banka, Bank of Alexandria
and Cassa dei Risparmi di Forfi, that entered the scupe of line-by-fine consolidation during 2006.
(2) Figures as at 3112405 have been reclassified following the extraordinary transaction of merger and spin-off of Banca Popolare deit' Adriatice and the area reor-

ganization involing Group branches.

(3) Includes the branches of Cassa clei Risparmi di Forli (85), Banca Fiddeuram (95), Neos Banca (27}, Farbanca (1), Banca IM (1) e Banca OF1 (4).

Group distribution network in Italy as of 30 Decernber 2006

Sanpaoks  Sanpaaky Cther TOTAL %
Barnco  networks

Sangaolo  North East
banking Banca

network (1) dell'Adriatico  di Mapoli (2}
North West (Piedmont, Valle d'Aosta, Lombardy and Liguria) 1,059 1 - - 44 1,104 3356
North East {Triveneto and Emilia Rormagna) 5 818 14 - 117 954 29.0
Center (Tuscany, Marche, Umbria, Lazio, Abruzzo and Molise) 195 - 184 4 32 415 1256
South and 1slands (Campania, Puglia, Basilicata, Calabria, Sicily and Sardinia) 119 - - 674 20 813 248
Banking branches and area offices in ttaly 1,378 819 198 678 213 3,286 100.0

{1) Includes Cassa di Risparmio o Paddova e Rovigo, Cassa i Risparmnic in Bologna, Cassa di Rispanio oi Venezia and Friufcassa.
{2) Includes the branches of Cassa dei Risparmi di Forli (85), Banca Fideuram {95), Neos Banca (27), Farbanca (1), Banca IMi (1) & Barrca OFF (4).



Excluding the abovementioned companies, the change as com-
pared to December 2005 amounts to +579 resources (+1.4%)
due to the increase of 562 (+1.3%) in employees as a result of
1,720 hirings, 1,183 terminations and the increase of 25
resources as the balance of the change in the scope of consolida-
tion and other net movements, in addition 1o an increase of 17
workers with atypical contracts,

The increase in the workforce in 2006, in line with the develop-
ment plans underpinning the Three-Year Plan approved in
Cctober 2005, is linked to the continuation of the investments in
personnel which began in 2005, te support commercial activities
in the Banking sector and the expansion of the Savings and
Assurance sector.

The waorkforce of the commercial banks stood at 35,784 employ-
ees and 27 workers with atypical contracts, for a total of 35,811
resources. Compared to December 2005, the workforce increased
by 74 people {+0.2%) following the increase in the number of
employees.

As regards the Parent Bank, at the end of the year, the workforce
amounted to 20,566 resources and 11 workers with atypical con-
tracts, for a total of 20,577 people, an increase of 61 (+0.3%)
compared to December 2005, reclassified in homogeneous terms
to take into account the exchange of branches with the network
banks of the North East and Sanpaolo Banca dell"Adriatico. The
change is due to the hiring of 461 employees, of which two-thirds
in the network branches and structures directly overseen by the
business, 380 terminations and a decrease of 20 resources as the
balance of other net changes. During the year, SANPAOLO IMI
“financed” the other Group companies through secondment,
specifically the other commercial banks, to partially cover their
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requirements, and Banca IMl and 8anca QP! foliowing the decen-
tralization o these banks of activities previously carried out by the
Parent Bank.

At the end of the year, the workforce of Sanpaolo Banco di Napoli
amounted to 5,770 resources and S workers with atypical con-
tracts, for a total of 5.775 people. Compared with the end of
2005, the workforce increased by 27 {+0.5%) due 10 47 hirings,
49 terminations, 32 net acquisitions from the Parent Bank, other
net movements in personnel to other Group companies, and a
decrease of 3 workers with atypical contracts.

At the end of the year, the workforce of the network banks of the
North East and of Sanpaolo Banca dell’Adriatico amounied to
9,448 resources and 11 workers with atypical contracts, for a
total of 9,459 resources. Compared with December 2005, and
reclassified in homogeneous terms to take into account the
exchange of branches with the Parent Bank, the change amount-
ed to a decrease of 14 people. This development is the result of
the reduction in employees due to 226 hirings, 277 terminations
and an increase of 37 resources as the balance of other net
changes.

The other Group companies ended the year with a warkforce of
6,942 resources, in addition to 151 workers with atypical con-
tracts, for a total of 7,094 people. Compared to the end of 2005,
the workforce increased by 505 {+7.7%) due to 986 hirings, 477
terminations and -4 resources as the balance of other net
changes.

Within the Banking segment, the number of resources of Sanpaolo
M1 Internazionale grew by 150 (+7.6%), as a result of investments
in personnel to support the opening of new branches.

Personnef
3112/2006 31122006 311272005 Change Change
restated {1) pro foma 3112006 testated- 31/12/06-31/12/05
R . 31/12/05 pro lorrma __ forma
) S (%} 5. (%)
Parent Bank 20,5'66 41.3 20,566 481 20,505 48.6 61 0.3 61 0.3
Morth East banking networks and
Sanpaolo Banca dell'Adriatico 9,448 18.9 9,448 221 6,462 225 -14 -0.1 -14 0.1
Sanpaolo Banco di Napcli 5,770 11.6 5,770 13.6 5,746 136 24 0.4 24 0.4
other companies 14,078 28.2 6,943 16.2 5,452 15.3 491 7.6 7,626 1182
Period-end headcount (2) 49,862 1000 42,727 100.0 42,165  100.0 562 1.3 7.697 18.3
of which: foreign 9,206 18.5 2,868 6.7 2,685 6.4 183 6.8 6,521 242.9
Executives 814 1.8 835 2.0 840 2.0 -5 -0.6 74 8.8
Managers 16,723 33.5 14,387 337 13,885 329 502 3.6 2,838 204
of which: third and fourth
level managers 5,222 10.5 5163 12.1 5,007 119 156 3.1 215 4.3
Remaining employees 32,225 64.7 27,505 64.3 27,440 65.1 65 0.2 4,785 17.4
Other pérsonnel (3) 209 178 161 17 10.6 48 298
Total 50,071 42,905 42,326 579 1.4 7.745 18.3

(1) Figures have been reclassified for homorgenity of comparison with 3111212008, exchuding Banca ftalo Abanese. Panonska Banka, Bank of Alexarkia and Cassa
def Rispanmi of Forl, that entered the scope of line-by-line consolidation during 2008,

(2) Figures as of 31/12/2005 have been reclassifivd with respect 1o the 2005 Annual Report to take into account the spin-off of branches tollowing the area reor-
ganization of the North East banking netwarks and the creation of Sanpaclk: 8aeca dell' Addatica i the quarter Muy-July 2006 and the exit of GEST Line from the

scape of consolidation of the Grouy.

(3} Inciudes workers on fixed-tern contracts and contracts tor specific projects.
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The Neos group, operating in the consumer banking sector, grew
by 68 resources (+9.9%), as a result of the strengthening of the
distribution network, the expansion of the central organization
and the foundation of CFS, a product company for credit cards
and personal loans (31 resources).

The workforce of Banca IMI (+55 resources, +9.8%) and Banca
OPt (+44 resources, +24.9%) also grew, partly in support of thair
business, and partly following the aforementioned decentraliza-
tion of activities by the Parent Bank.

The workforce in the Savings and Assurance sector grew by 241
{+9.2%), linked to the consolidation of the governance structures
and hirings to support business development.

Voluntary redundancy incaniives

With the Agreement of 1 December 2006, the Parent Bank and
the Group trade union representatives, in order to reduce future
redundancy of personnel due to the reorganization process linked
to the merger with Banca Intesa, decided to carry out a redun-
dancy incentive scheme, both through access to extraordinary
funding from the “Income, employment and retraining fund for
staff in the banking industry” (governed by Ministerial Decrees no.
158 of 2000 and no. 226 of 2006}, and through specific actions in
favor of employees with immediate right to retire due to seniority
or age. Application for this scheme is voluntary and must be made
by 30 June 2007. The exits of employees will be planned gradual-
ly over 2007, in line with operational requirements.

In December 2006, the commercial banks (SANPACLC IMI,
Sanpacio Banco di Napoli, Cassa di Risparmio di Padova e Rovigo,
Cassa di Risparmio in Bologna, Cassa di Risparmio di Venezia,
Friulcassa and Sanpaolo Banca dell'Adriatico), Banca IMI and Banca
Opi implemented within their companies the Group Agreement of
1 December 2006, using the same methods and time-frames.

This scheme will not only allow the Group to absorb excess per-
sonnel, but also to consistently reduce the average age of the
staff, resulting in benefits in terms of savings on personnel costs
that represent significant cost synergies.

This scheme is targeted to all Group employees who meet the
requirements for retirement from 1 July 2007 and within the end
of 2012 {with a window no greater than 1 January 2013).

The aforementioned redundancy incentive schemes regard a total
of approximately 3,570 employees, beionging to various cate-
gories of personnel {about 1,960 only for the Parent Bank), of
which 2,920 have access to the fund for staff in the banking se¢-
tor and 650 are able to retire {(approximately 1,660 and 300 for
the Parent Bank, respectively).

The above actions led to the allocation of total costs of 451 mil-
lion euro (302 miliion net of tax effects) which is covered by allo-
cations to merger costs regarding the merger by incorporation
with Banca intesa.

Stock incentive plans

On 25 October 2005, the Board of Directors of SANPAOLO IMi
approved an extended employee stock option plan for all employ-
ees of the commerdal banks, while the Shareholders’ Meeting of
28 April 2006 authorized the purchase and alienation of own
shares, also for the purpose of employee compensation plans. The
separate Shareholders’ Meetings of Sanpaclo Banco i Napali,
Sanpaok Banca dell’Adriatico, Cassa di Risparmio in Bologna,
Cassa di Risparmio di Padova e Rovigo, Cassa di Risparmio di
Venezia and Friulcassa approved programs that were similar in
content and methods to that approved by the Shareholders’
Meeting of the Parent Bank.

The 2006 employee stock option plan provides for a link with the
2005 Productivity Bonus that was determined on the basis of eco-
nomic results and profitability achieved in 2005 by each commer-
cial bank.

The extended employee stock option plan was promoted with the
aim of heightening employee involvernent in the company’s per-
formance and strengthening the sense of belonging through the
direct participation in company results and development, and was
specifically included in the Integrated Company Contracts.

The initiative involved all employees with an open-ended contract
employed at the date of the promotion of the plan (9 lune 2006)
in one of the Group’s Commercial Banks.

Subscription to the plan was voluntary and covered the gratuitous
assignation of SANPAOLO IMI shares (untouchable for three
years), to a value linked to the position held at 31 December
2005. The value was defined for an amount equal to twice the
quota of the restructuring of each employee’s 2005 company
Productivity Bonus.

As stipulated in the Plan Regulations, shares have been attributed
according to the normal fiscal value {13.7071 euro), equal to the
mathematical average of the officiat share price in the period 27
June - 26 July 2006.

The transaction was concluded at the end of July and ascribed to
the 24,246 employees of the commercial banks who subscribed
to the plan (70% of those with the right to subscribe) some 2.3
million shares, corresponding to a total value of around 32 million
euro.

The transaction will be repeated in 2007, involving the same vol-
untary subscription formalities, and will be targeted to all the
employees with open-ended, induction and apprenticeship con-
tracts.

The 2007 plan will be linked to the 2006 Productivity Bonus and
will be carried out through the same means for the bonus assign-
ment of Intesa Sanpaclo .p. A. shares, which will be restricted for
three years, 1o all employees of the commercial banks of the for-
mer SANPACLO IMI Group subscribing to the plan.



Risk management and control

The basic principles

The SANPAOLO IMI Group is strongly committed to risk manage-

ment and control, based on three principles:

* clear identification of responsibility for taking on risks;

+ measurement and control systems in line with international
best practice;

* organizational separation between the functions that carry out
day-to-day operations and those that carry out controls.

The policies relating to the acceptance of credit and financial risks
were defined by the Parent Bank's Board of Directors and
Executive Committee with support from specific Committees.

The Parent Bank also performed general risk management and con-
trol functions and took risk-acceptance decisions in the case of par-
ticularly large risks, supported by the Risk Management Department.

The Group companies that generated credit and/or financial
risks were assigned limits of autonomy and each had its own
control structure. For the main Group network banks (Sanpaolo
Banco di Napoli, Cassa di Risparmio in Bologna, Cassa di
Risparmio di Padova e Rovigo, Cassa di Risparmio di Venezia,
fFrivicassa and Sanpaolo Banca dell’Adriatico), these functions
were carried out, on the basis of an outsourcing contract, by
the Parent Bank’s risk control functions, which periodically
reported to the Board of Directors and the Audit Committee of
the subsidiary,

For many years the Group has used a wide-ranging set of tech-
nigues and instruments for risk assessment and management, a
broad description of which is given in Part E of the Explanatory
Notes to the Consolidated Financial Statements.

Assessments of each single type of risk for the Group were inte-
grated in a summary amount - the economic capital - defined as
the maximum "unexpected” loss the Group might incur over a
year with a confidence level of 99.96%. The economic capital
brings information for company decisions through the capital
allocation system 1o the business fines and contributes to calcu-
lating risk-weighted profitability (RORAC - Return On Risk
Adjusted Capital) at the level of both single transactions (espe-
cially the pricing of new loan transactions) and portfolios and indi-
vidual business lines. it is therefore a key system to guide financial
planners and to manage the finandial structure of the Group,
maximizing return for the shareholders.

The Basel 2 Project

In June 2004, the Basel Committee on Banking Supervision pub-
lished the final version of the Capital Accord ("Basel 2"), adopt-
ed by the European Union at the end of 2005 through the
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Directive on Capital Adequacy and by ltaly with D.Lgs, 297 of 27
December 2005,

Very briefly, the Accord provides for new quantitative rules to
establish the minimum capital requirement to cover ¢redit, market
and operational risks:

s as regards credit risks, the new rules introduce a greater
degree of correlation between capital requirements and risks
by acknowledging ratings and other credit risk measurement
tools. The Accord sets out a Standard approach together with
two increasingly sophisticated approaches based on internat
risk management tools;

+ the legal regulations currently in force for market risks contin-
ue to apply;

= finally, the new Accord introduces capital absorption for oper-
ational risks, which can also be measured using three increas-
ingly mare analytical approaches.

The regulations are designed to promote the adoption of more
sophisticated methods, in both credit risks and operational risks,
through a lower absemption of capital. However, in order to access
these options, the banks must satisfy a set of minimum require-
ments for risk management and control methodologies, to be ver-
ified by the Regulatory Body.

Most of the advantages will come from the management and
operating results obtained from the systematic application of the
new methodologies that should make it possible to improve risk
management and control capabilities as well as increase the effi-
ciency and effectiveness of customer service.

In order to take advantage of these opportunities, in 2003 SAN-
PACLO (M launched the "Basel 2 Project”, in the context of which
a new Group credit process was defined that, in accordance with
the New Accord, provided for the use of internal rating as an essen-
tial part of deliberations on credit acceptance and management.

At the beginning of 2005, the new process was introduced in the
Caorporate segment and in the following two years it was extend-
ed to the Public Entities, Small Business, Mortgage and Personal
Loans segments, with an almost total coverage of customer loans.

The original mission of the Project was to prepare the Group for
the adoption of the advanced approaches from the moment the
New Accord came into force at the beginning of 2007. The merg-
er with Banca Intesa, which had alse undertaken similar project
developments, has meant a rescheduling so as to proceed with the
work necessary to integrate models and processes. Adoption of
the advanced models has therefore been postponed until 2008,

Risk management and control
Qualitative and guantitative information on Group risk manage-

ment and control ¢an be found in Part E of the Explanatory Notes
to the Consolidated Finandal Statements.
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Shareholders and ratings

Shareholders

As of 31 December 2006, and on the basis of the available infor-
mation, the shareholder structure of SANPACLO 1M, relating to
shares of over 2% (held directly andfor indirectly), was as shown
in the table below.

Shareholders of SANPAOLO iMI

%Yo of capital

total  ordinary
Compagnia di San Paclo 14.19 6.83
Fondazione Cassa di Risparmio di Padova e Rovigo 7.02 3.99
Fondazione Cassa di Risparmio in Bologna 5.54 2.84
Giovanni Agneli e C. Sapaz 4.96 5.85
Banco Santander Central Hispano 363 427
Carlo Tassara 5.p.A. 2.51 2.96
Assicurazioni Generali S.p.A. 2.47 2.91
Other shareholders (1} 59.68 70.34
Total 100.00 100.00

{1} Includes own shares held by the Group.

Following the merger by incorporation of SANPAOLO IMI into
Banca Intesa {now Intesa Sanpaolo S.p.A.), and with effect from
1 lanuary 2007, the shareholders converted their holding into
shares in the incorporating company on the basis of the exchange
rate of 3.115 Intesa Sanpaclo shares for each SANPAOLO IMI
share held. For further information, see the separate dossier
"Report on corporate governance”.

Ratings

The following table shows the main ratings assigned to the debt
of SANPAOLO IMI up to 31 December 2006.

SANPAOLD IM1I debt ratings
Fitch
« Short-term debt Fl+
* Medium-flong-term debt (senior) AA-
Moody's Investors Service
+ Short-term debt p.1
» Medium-long-term debt (senior) Aa3
Standard & Poor's
* Short-term debt A-14+
+ Medium-Aong-term debt (senior) AA-

In July 2006, Standard & Poor’s raised its rating from A+/A-1 to
AAA-1+, with an outlook of stable. The rating was extended to
the other companies controlled by the Group who are considered
by Standard and Poor’s (Banca IMI, Banca Fideuram, Banca OPI
and Cassa di Risparmio in Bologna).

Following the merger with Banca Intesa, the international
agency Fitch raised the support rating assigned to Intesa
Sanpaolo to t from 2. The other ratings for the Bank were con-
firmed: AA- for long-term debt, F1+ for short-term and
Individual B, with an outlook of stable. The international
agency Standard & Poor's confirmed its assigned ratings, with
an outlook of stable. Moody’s, too, confirmed these ratings on
its company site.



Performance of share prices

At the end of December 2006, SANPAOLO IMI's share price
was 17,60 euro, up 33,2% compared to 30 December
2005, against an increase of 23,4% in the MIB bancario
index,

SANPAOLC IMI share price and dividends
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On the same date, SANPAQLO IMI shares traded at a
price/book value of 2.3.

The shares have not been listed since 31 December 2006 as

on 1 January 2007 they were swapped at a rate of 3.115 new
Intesa Sanpaola shares for one SANPACLO IMI share.

Market comparisor

Yeat High Low  Average uUnit Dividerd  Payout 291272006 3022005  Change
dividend  yield (1) ratio §2) 2912406 -
(€) €} (€) (€) % % 3012105
1997 B.BOC 4564 6275 006 091 534 S — PR 3;"2)
1908 16274 8717 12429 046 374 717 : share price (€) ' 216 +33.
Historical MIB bancario index 3,986 3,230 +234
1999 16,071 10.97¢ 13,192 052 391 &9.0
2000 20800 11483 16612 Q057 342 617
2001 18.863 8764 14375 057 397 665
2002 13,702 5231 9439 030 3,18 620
2003 11346 57% 8158 039 478 737 25/12/2006 3141272005
2004 11,072 8.799 9,826 047 478 6289 Book value per share {€) 7.66 1.22
2005 13.420 10.201 11836 057 482 538 {1) Calculated on annual average price.
2006 17.928 12986 15.127 ) (@) On comiidated incorr.

{(3) The dividend is distributed by Intesa Sanpaolo,
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56 | Report on Group Operations — Supplementary information

Supplementary information

Transactions with related parties

Information on Group transactions and relations with related par-
ties can be found in Part H of the Explanatory Notes to these con-
solidated financial statements. Moreover, Part H of the
Explanatory Notes to the Parent Bank financial statements gives
an analysis, pursuant to Art. 78 of Consob Resolution n.
11971/99 and subsequent modifications, of the remuneration of
the Directors, Auditors, Managing Director and, in aggregate
form, Key Managers of the Parent Bank, as well as the stock
option plans reserved for the Directors, Managing Director and
Key Managers.

The shares of the Parent Bank and subsidiaries held by the
Directors, Auditors and Managing Director of the Parent Bank and
by others, as provided for in Art. 79 of Consob Resolution n.
11971/99, are detailed in Part H of the Explanatory Notes to the
Parent Bank financial statements.

A list of the Group companies and subsidiaries as of December 31
2006 s given in the Explanatory Notes o these consolidated
finandal statements (Part A and Part B — Assets — Section 10).

Corporate bond risk and protaction of savers

The sericus repercussions of national and international corporate
bond defaults, which have affected savers’ portfolios, have led
the Group to take certain measures to protect its customers.

In dealing with the complaints of customers who invested in
bonds from defaulting issuers, SANPAOLO IMI adopted the
approach of a case-by-case examination of the areas where cus-
tomers complained of specific shortcomings in the investments
carried out. The aim was to verify the adequacy of the formal,
substantial consistency of the investments to the risk profile
attributable to the customer and, where the shortcomings were
proven to exist, ta resolve any controversy amicably. In the major-
ity of cases examined, the Group was deemed to have acted cor-
rectly, in both form and substance.

2006 confirmad the virtual ceasing of claims relating to invest-
ments in corporate bonds issued by the Cirio and Parmalat
groups. Cn the other hand, claims continued to be received for
investments in Argentine bonds.

With regard to Argentine bonds purchased before 23 December
2001, the date of the issuer’s defautt, on Thursday 2 March 2006
Task Force Argentina (TFA) officially announced that it had identi-
fied the proposal of legal recourse to the International Center for
the Settlement of Investment Disputes {ICSID) against the
Argentine Republic - taking advantage of a bilateral treaty
between Htaly and Argentina - as the most suitable sclution to
safeguard the interests of Italian investors who had not subscribed
to the Public Exchange Offer that ciosed on 25 February 2005.

Consequently, between 27 March and 12 May 2006, investors
meeting the requirements for the recourse who were still holders
of Argentine bonds could use the Bank branches to finalize par-
ticipation in the initiative at no cost to them.

The recourse is being executed by the US White & Case legal
offices with the support and consuttancy of an ltalian legal office
chosen by TFA. In more detail, together with the Mandate to TFA
{coordinator of the whole operation), each investor has conferred
power of attorney to White & Case. With reference to the SAN-
PAOLO IMI Group, over 11,000 cases have been opened out of
the approximately 14,000 holders of Argentine bonds with the
necessary requirements to subscribe to the initiative,

In the final months of the year, TFA publicly announced that #t had
filed for recourse at the ICSID Tribunal and, in representation of the
investors who conferred powver of attorney for the legal proceedings,
had made the necessary arrangements, according to the supporting
lawyers, to interrupt the passage of prescription terms on interest on
the bonds. In a recent communication, the Association confirmed that
on 7 February 2007 it registered the recourse with the General
Secretariat of ICSID, Nomination of the arbiters is now pending.

As regards the insolvency of the Parmalat group, declared in
December 2003, the "Committee to defend SANPAOQLO IM)
Group Parmalat bondholders™ has organized the civil actions of
over 32,000 subscribers te the power of atterney in the twe legal
praoceedings in Milan against Tanzi and others, currently being
heard for crimes of market rigging, falsification of papers and
obstructing the Regulatory Body.

Furthermore, with regard to the trail opened on Parma against
Tanzi and others for crimes of bankruptcy, on 5 June 2006 there
was another instance of civil proceedings by subscribers before
the judge for preliminary hearings. In all the trials, sentence has
been requested against the accused in compensation for capital
losses and moral and physiologicat damage incurred by the sub-
scribers consequent to the above-mentioned crimes.

The administrative and financial governance model

In relation to the requirements deriving from its listing on the NYSE
and registration with the SEC in the USA, the SANPAOLO iMI
Group has a univocal Administrative and Financial Governance
Medel that is firmly integrated at Group level. This structure is
deemed to meet the requiremnents of the Sarbanes-Oxley Act, and,
in particular, the need to evaluate the effectiveness of the control
system over the procedures for drawing up finandial reports and
general financial information for the markets,

The initiative, taken to permit the declarations foreseen by US reg-
ulations by the Chief Executive Office and Chief Financial Officer
for the first time in relation to the 2006 financial statements, was
developed using the internationally most commonly recognized
and used frameworks for the application of the Sarbanes-Oxley
Act: the COSO Framework' and, for the IT component, the COBIT
Framework?, Physically, this has led to:

1 COS0 - COmmittee of Sponsoring Organizations of the Treadway Commission - is a US hody whose airm s to improve the quality of company infermation by delin-
ing ethical standards and an efficient systern of corporate gowernance and organization.
2 COBIT - Conirol Objectives for IT and related technology — is a set of rules set out by the IT Governance Institute, a US body whose aim is to improve company

standards in the IT secior.



o formalization of operational activities and control system con-
cerning the process of producing financial information;

= verification of the adequacy of the design of the control sys-
tem and the effective and continued use of the controls estab-
lished:;

» definition and monitoring of any actions needed to strengthen
the system;

¢ evaluation for the release of dedlarations required by the reg-
ulations.

The program was developed over more than two years and
concerned 30 companies, representing around 95% of total
assets and 80% of net shareholders” equity. 864 company
processes were formalized, describing the company functional
model, of which 371 can be attributed to the business seg-
ments (Loans, Finance, Distribution), 131 to transversal
processes (Financial Reporting, Strategic Planning, Risk
Controf), 90 to support areas (Legal, Payment Systems, Human
Resource Management, and 272 to Information Technology
{Planning and Organization, Purchasing and Production, lssuing
and Assistance, Monitoring).

During the processes, over 13,000 controls were analyzed and
described, and particularly rigerous and formalized methods of
analysis were used to verify the effective continuity of application
during the year in 6,500 of them judged to be "key” in relation
to their importance in the production of information.

The analytical evaluation of the overall structure is also accompa-
nied by verification of the existence of a company context able to
reduce the risk of incarrect behavior {ethical code, disciplinary sys-
tem, governance committees, risk policy, etc.).

The decision by the new Intesa Sanpaoclo Group to de-list from the
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US stock exchange, together with the expected regulatory change
by the SEC which should ease the concession of the deregistra-
tion that the Group intends to request, makes it probable that the
requirement for declarations otherwise required of the Chief
Executive Officer and Chief Financial Officer under the Sarbanes-
Oxley Act in relation to the 2006 financial statements will be
waived. ’

In any case, the experience accrued and investments made by SAN-
PAOLO IMI up to now to fulfill the requirements of the Sarbanes-
Oxley Act are extremely useful in giving a suitable response to the
new regulation of national law introduced by the extension of Law
2312001 to company crimes, as well as the more recent introduc-
tion of Law 262/2005. In more detail, the latter covers the obliga-
tion, on the part of the Delegated Bodies and the new figure of
Chief Administrative Officer, responsible for the drawing up of com-
pany accounting documents, 1o testify, as from the 2007 Half Year
Repont, 1o the adequacy and effective application of procedures for
the drafting of the annual consolidated financial staternents.

Social and environmental responsibility

Since 2003, as part of the activities of the Board of Directors and
the Ethical Committee, the Bank has defined an Ethical Code and
published a Social Report which together make up the generat ref-
erence for the ethical principles and values of the Group and the
corpus of the criteria of conduct for its Directors, employees and
co-vrarkers in all operational and geographical contexts.

The Social Report, drawn up according to the Global Reporting
Initiative {GRI} international standard is also a tool to inform all
interested parties of the Group's social and environmental actions
in a timely and transparent way.
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Group business structure

Business Sectors

During 2006, SANPACLO IMI Group operations were structured
into the Business Sectors “Banking” and “Savings and
Assurance”, which are accompanied by the Central Functions of
governance, support and control.

In line with the provisions of I1AS 14 regarding Segment Reporting,
a management approach has heen taken with primary reporting
based on the segmentation into Business Sectors, as this reflects
the responsibilities introduced with the restructuring plan
launched on 5 july 2005 and subsequent organizational initia-
tives. The reporting of the Business Sectors’ economic and oper-
ating results shown below refers to the structure according to
which the SANPAOLO IMI Group operated in 2006.

It is also pointed out that — as already mentioned — after the merg-
er by incorporation of SANPACLO (Ml into Banca Intesa, in
January 2007 a new organizational structure of the Intesa
Sanpaolo Group was launched,

Besides responding te organizational type logic, the Business
Sectors are an aggregation of business lines similar in the type of
products and services they sell and their regulatory context of ref-
erence. Specifically, “Banking” comprises traditional banking
activities in Maly and abroad and the correlated financial services;
"Savings and Assurance” offers customers insurance and finan-
cial services aimed at assurance, investments and the protection
of persons and property.

The table below shows the principal data summarizing the trend
of the Business Sectors of the SANPAOLO IMI Group as of the end
of 2006.

The itemized analysis of the Business Sectors and the principal
business lines contains a description of the products and services
oifered, the type of customers served and the initiatives carried
out in the year; it also illustrates the items of the statement of
income, the operating structure as well as the most significant
profitability ratios.

The segment reporting was drawn up in conformity with the

International Accounting Standards (IAS) adopted for preparing
the Group’s financial results. Use of similar accounting criteria
enabled the reconciliation of the segment data with the consoli-
dated data.

To more effectively represent the results and better understand
the components that generated them, for each reportable seg-
ment and for each line of business, the reclassified statement of
income is presented in full with values that express the contribu-
tion made by each to the Group's results. The assets and liabilities
of each Sector shown are those considered “significant” for the
purposes of producing the economic results, i.e. the interest-earn-
ing assets and interest-bearing liabilities. This decision, besides
being based on a criterion of significance for the type of business
conducted, is also inspired by the logic of “informative symmetry”™
among the economic results and the balance sheet components
that generated them,

For the purposes of comparing the performances, when neces-
sary, the economic data relative to 2005 and the operating data
as at 31 December 2005 were reconstructed in homogeneous
terms to take into account variations in the scope of the Business
Sectors and the exit of GEST Line from the consolidation area. The
operating data as at 31 December 2006 reported in the tables
include the results of Banca ltalo Albanese, Panonska Banka and
Bank of Alexandria, all included under the International Netwaork
Division, and Cassa dei Risparmi di Forli {which on 19 March 2007
took the name Cassa dei Risparmi di Forli e della Romagna),
included under Other Activities. For the sake of a consistent com-
parison, where negessary, the operating amounts were restated
excluding these results. As mentioned earlier, the aforesaid oper-
ations did not have substantial impacts on the statement of
income since they were concluded mainly at the end of the year.

Criteria for calculating the profitability of the Business
Sectors

The statement of income for the Business Sectors has been drawn

up in the following way:

» for those Sectors whose activities are carried out both by the
Parent Bank and by its subsidiaries, the Parent Bank accounts
attributable to the relevant Sector have been consolidated
with the statement of income line items of its subsidiary com-
panies. In particular, the attribution to individual Sectors of

2006 net profit by Business Sector (€/mil)

'

'
o’

2006 allocated capital by Business Sector

24.2% - Central Functions £3.4% - Banking

Banking Savings and Central Groul
Assurance fundtions Lola

12.4% — Savings and Assurance




Parent Bank fine items has been made on the basis of the fol-

lowing principles;

- net interest income was calculated using appropriate
Internal Transfer Rates;

- in addition to real commissions, notional commissions for
services rendered between business units have also been
quantified;

- direct costs were calculated for each Sector, whilst costs
borne by central units, other than those pertaining to hold-
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ing functions, have been allocated to the same Business

Sectors. More specifically, for services rendered by central

units to operating business units, costs were allocated at

standard prices, with any differences between costs actually

borne and costs assigned being allocated to head office.

This method is aimed at making the central structures
responsible for the recovery of efficiency;

» for those Business Sectors whose activities are wholly carried out

by subsidiaries, the statements of income of the relevant comn-

Banking Sdvings and Central Group
(1} Assurance Funclions (2) tolal

TOTAL QPERATING INCOME (€/mil)
2006 7,068 1,384 646 9,098
2005 pro forma (3} 6,579 1,271 351 8,201
Change 2006 / 2005 pro forma (%) +7.4 +8.9 +84.0 +10.9
PRE-TAX OPERATING PROFIT (€/mil)
2006 2,764 742 84 3,590
2005 pro forma (3} 2,416 710 -172 2,954
Change 2006 / 2005 pro forma (%) +14.4 +4.5 ns. +21.5
NET PROFIT (€/mil)
2006 1,647 509 -8 2,148
2005 pro forma (3) 1,591 457 -65 1,983
Change 2006 / 2005 pro forma (%) +3.5 +11.4 -87.7 +8.3
TOTAL INTEREST-EARNING ASSETS (€/mil) (4)
31/12/2006 163,626 9,252 50,946 223,824
3171272006 restated (5) 156,262 9,252 50,946 216,460
31/1272005 pro forma {3) 146,007 6,460 33,301 185,768
Change 31/12/2006-31/122005 pro forma (%) +12.1 +43.2 +53.0 +20.5
TOTAL INTEREST-BEARING LIABILITIES (€/mil) {4)
31122006 145,034 8,252 62,603 215,885
31/12/2006 restated {5) 138,134 8,252 62,603 208,989
31/12/2005 pro forma (3) 129,607 5,780 42,567 177,954
Change 31/12/2006-31/12/2005 pro forma {%) +11.9 +42.8 +47.1 +21.3
ALLOCATED CAPITAL (€/mil)
2006 7,730 1,513 2,947 12,190
2005 pro forma (3) 6,913 1,333 3,254 11,500
Change 2006 / 2005 pro forma (%) +11.8 +13.5 -9.4 +6.0
PROFITABILITY (%)
2006 21.3 336 n.s. 17.6
2005 pro forma (3) 23.0 34.3 ns. 17.2
EMPLOYEES
31/12/2006 41,659 2,850 5,562 50,071
31/12/2006 restated {5) 34,493 2,850 5,562 42,905
311272005 pro forma (3) 34,106 2,609 5.611 42,326
Change 31/12/2006-31/12/2005 pro forma {%) +22.1 +9.2 -0.9 +18,3

{1) The comparison between two periads is affected by the non-recurring extraordinary results realized in 2005 on the talenergia Bis operation, as described in the

report ory Banking.

(2} Including netting and consolidation entries. The results for 2006 benelited from extraordinary, non-recurting revenues, including the capital gains on the disposal
of ixis Asset Managernent Group and Ixis Corporate & Investment Bank, as described in the report on Contral Functions.
(3) Data reworked in order to take into account the chamges in the scope of the Business Sectors and the exit of GEST Line from the scope of consolidation.

{4} Excluchng Banca M! group.

(5) Figures restated excluding Cassa dei Risparei di Fori, Panonsha Banka, Bank of Alexandria and Banca halo Aibanese, which entered the scope of consolidation in

2006.
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panies have been reported in terms of their contribution to the
consolidated results of the Group, net of minority interests and
after entering the consolidation of items relative to the Sector.

Furthermore, each Sector has been attributed the economic cap-
ital on the basis of the current risks (credit, market and opera-
tional) calculated according to the VaR (Value at Risk) approach;
these risks are covered entirely by the primary capital. The only
exception is Banca Fideuram, that operates in the Savings and
Assurance sector, for which, since the company was listed as at
31 December 2006, the accounting net shareholders’ eguity at
the end of the year (exciuding profit), was used as a reference in
line with the practice applied for the Group.

Business Sector profitability has been expressed in terms of
RORAC {Return On Risk Adjusted Capital), expressed as the
ratio between the Business Sector's contribution to net Group
profits and the average absorbed capital as measured by the
VaR approach. Concerning Savings and Assurance, profitability
has been calculated relating the contribution of the Sector to
the Group net profit to the amount of accounting net share-
holders’ equity of Banca Fideuram and the average absorbed
capital of EurizonVita {formerly Assicurazioni Internazionali di
Previdenza - A.l.P} and Eurizon Capital {formerly Sanpaoio IMI
Asset Management).

initiatives and results of the Business Sectors
Banking

Banking constitutes the core business of the Group and the refer-
ence point for the definition, development and coordination of
the commercial strategies of the entire Group network. Banking
is divided into the Retail & Private, Corporate, and Wholesale
business lines, and also indudes the companies IMi Investimenti,
charged with private equity activity and the management of sig-
nificant industrial equity shareholdings, Sanpaclo Bank
{Luxembourg), which operates in international private banking,
Cassa dei Risparmi di Forli e della Romagna (formerly Cassa dei
Risparmi di Forli) and Sanpaclo Fiduciaria.

The current organizational structure is distributed across 20 terri-
torial areas/directorates of the network banks, responsible for the
coordination of Market operations and branches, and the initia-
tives targeting customers on the basis of the specific needs of the
territory of reference, by taking advantage of the direct relation-
ship with the customer base.

83% of the Group's employees work in the Sector which generat-
ed 82% of total intermediary funds and contributed 78% of con-
solidated revenues. As regards the absorption of capital, in 2006
Banking increased its own share from the 60% of the previous
year to 63%. The net profit of Banking, which made up 77% of
consolidated profits, rose 3.5% from 2005, which had benefited
from non-recurring income from the ltalenergia Bis transaction
executed in the third quarter. This performance i associated with
an 11.8% increase in absorbed capital, which led io a decrease in
RCRAC to 21.3% (from 23% in 2005). The development of rev-
enues effectively offset the increase in operating costs, tausing a
drop of 1.5 percentage points in the cost to income ratio.

A more detailed analysis of these figures is provided below under the
business lines in which the Sector i organized. It should be high-
lighted that customer financial assets and net loans to customers
rose by 10.2% and 10.7% respectively on an annual basis. Making
a comparison based on a constant perimeter, ie. excluding the
results of Banca kalo Albanese, Panonska Banka, Bank of Alexandria
and Cassa dei Risparmi di Fori e della Romagna, the variations
would decrease to 7.6% and 7.8% respectively. Net interest income
rose by 10.2% and, together with the recovery made in other rev-
enues typical of commercial banks and the greater revenues record-
ed by the Wholesale line, gave rise to an increase of 7.4% in total
operating incomne. This growth was achieved notwithstanding the
comparison base induding some non-recurring revenue compo-
nents, which were mentioned earfier. Net of these components the
increase in revenues would be 9.4%. The performance allowed a
14.4% increase in pre-tax operating profit as a result of steady
adjustments made to loans, smaller provisions for risks and charges
and the 4.3% growth in operating costs compared to 2005. Net of
taxation accruing to the period, net profits totaled 1,647 million
euro, compared to the 1,591 million recorded for 2005, as reworked
pro forma.
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Banking

2006 2005 Change
pro loma 2006 / 2005
{1) pro forma (%)

STATEMENT OF INCOME (€/mil)

Net interest income 3,899 3,538 +10.2
Net commissions 2,570 2,543 +1.1
Income from disposals of credit, financial assets held to maturity

and repurchase of non-hedged financial liabilities 59 23 +156.5
Dividends and income from other financial assets and liabilities 499 419 +158.1
Profits {losses) on equity shareholdings 41 56 -268
income from insurance business - - -
Total operating income 7,068 6,579 +7.4
Net adjustments o loans 518 520 -0.4
Net adjustments to other financial assets -5 - ns.
Net operating income 6,545 6,059 +8.0
Personnel costs -2,262 -2,148 +5.3
Other administrative costs -1,470 -1,423 +3.3
Net adjustments to tangible and intangible assets -25 -31 -19.4
Operating costs -3,757 -3,602 +4.3
Other net income {expenses) 30 42 -28.6
Impairment of goodwill - -1 -100.0
Profits {losses) from disposals of investments - 1 -100.0
Net provisions far risks and charges -54 83 -34.9
Pre-tax operating profit 2,764 2,416 +14.4
Taxes for the period -1,114 -823 +35.4

Profits {losses) on discontinued operations - - .
Integration charges net of tax - - N

Profit attributable to minority interests -3 -2 +50.0
Net profit 1,647 1,591 +3.5
REVENUES FROM THE SECTOR (€/mil) 7.068 6,579 +7.4
RESULTS OF THE SECTOR (&/mil) 2,764 2,418 +14.4
ALLOCATED CAPITAL (€/mil) 7,730 6,913 +11.8
RATIOS (%)
Profitability 21.3 23.0
Cost / Income ratio 53.2 54.7
311122006 21/122006 3171212005 Change
restated pio forma ZIN206-31N0 265
{2) {0 pia fosma {%)
OPERATING DATA (€/mil)
Intermediary funds 492 817 480,735 446,527 +10.4
Customer financial assets 346,810 338,681 214,691 +10.2
- direct deposits 115,031 108,899 103,431 +11.2
- asset management 107,014 106,020 103,743 +3.2
- mutual funds and fund-based portfolio management 70,121 65,420 68,828 +1.9
- portfolio management 6,229 6,229 5,195 +19.9
- life tachnical reserves and financial fiabilities 30,664 30,371 29,720 +3.2
- asset administration 127,765 126,766 116,767 +15.3
- netting (3) -3,004 -3,004 -3,250 -7.6
et asset management flows 197 150 5,534
Net loans to customers excluding NPts 146,007 142,054 131,836 +10.7
Totat interest-earning assets {4} 163,626 156,262 146,007 +1241
Total interest-bearing liabiiities (4) 145,034 138,134 129,607 +11.9
OPERATING STRUCTURE
Employees 41,659 34,493 34,106 +22.1
Domaestic branches 3191 3,106 3,081 +3.6
Foreign branches and representative offices 411 152 132 ns.

(1) Data reworked to take into account the changes in the scope of the Sector (the inclusion of investment management, advisory and international private banking
activities, which were previously included in the Savings and Assurance sector, and the exclusion of GEST Line).

(2) Figuies restated excluding Cassa dei Risparmi oi Forli, Panenska Banka, Bank of Alexandria and Banca falo Albanese, which entered the scope of conselidation in
2006.

{3} Redating to Banca M lund-based structured bonds.

{4} Exclucing Banca IMI group.
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Retail & Private

The Retail & Private business line provides services targeting a cus-
tomer base comprised of families, small businesses and private
dients, and is supported by direct channels such as Internet, phone
and mobile banking for retail customers and the Links Sanpaolo
remote banking station for small businesses. The business line also
includes Neos Banca, specialized in consumer credit, and Farbanca,
the online bank for the phammaceutical and health-care sector. As
regards the latter, on & March 2007 it was decided to transfer the
19.3% shareholding to the Banca Popolare di Vicenza. Neos
Banca's product portfolio for consumer credit is characterized by
personal loans, revolving credit cards and loans backed by assign-
ment of one-fifth of salary, in addition to dlassic targeted loans; the
group also operates in leasing through Neos finance.

Total operating income for Retail & Private rose by 9.9% with
respect to the previous year, mainly due o a rise in net interest
income which benefited from an extension of the mark-down on
deposits as a result of the rise in money market rates and the
growth in loan volumes and sight deposits. Net commissions were
in line with the previous year thanks to the commercial policy that
focused on the placement of products which generate recurring
commissions rather than upfront ones.

On the other hand, operating costs, in particular persorinel costs
{which make up over half of the business line’s costs) and other
administrative costs, rose in comparison to 2005 due to invest-
ments to support the sales network. Retail & Private employs
23,150 people, representing 46% of the Group's workforce. The
performance of revenues, combined with a more moderate
growth of costs, resulted in a 22.9% increase in net profit, which
reached 880 million euro.

Intermediary funds, making up almost half those of the Group,
rose by 5.9% compared to end-December 2005, thanks to the
growth in customer loans (+13.5%) and, to a lesser degree, in
financial assets (+4.4%). The trend in the latter is mainly attribut-
able to direct deposits, which grew 8.3% cver the twelve months,
On the other hand, indirect deposits performed more moderately
in both the asset management and asset administration compo-
nents. The most frequently sold products, represented by fund-
based portfolio management and portfolic management, showed
rates of increase of 6.8% and 19.6% respectively.

Retail & Private absorbed 17% of the Group’s capital, in line with
the amount recorded in the previous year in terms of relative
weight. In absolute terms, the increase in absorbed capital may
be attributed to the growth in loan transactions, although char-
acterized by a moderate risk profile. Profitability, which rose to
43.2% from the 36.7 % of 2005, benefited from the increase in
net profit.

Retail & Private operates through 3,027 branches and a further
169 operating points of the Group’s commercial banks spread
across 43 Markets, More specifically, Northern and Central
regions and the Islands are covered by 1,424 Sanpaolo operating
points, Southern ltaly by 708 Sanpaolo Banco di Napoli operating
points and the North East, Emilia and the Adriatic area by 1,064
operating points of Cassa di Risparmio di Padova e Rovigo, Cassa
di Risparmio in Bologna, Cassa di Risparmio di Venezia, Friulcassa
and Sanpaolo Banca dell’Adriatico. Added to these are the 27
branches of Neos Banca and the Farbanca branch,

Retail branches are divided into modules dedicated to customer
service: personal, family and small business, dedicated respec-
tively to customers with large financial resources, households
and customers comprising professionals, small companies, shop-
keepers and crafismen. As a result of the new segmentation
threshold introduced as at 1 January 2006, the small business
segment now includes business concerns with a turnover of less
than 2.5 million eurp and with loan facilities of less than one mil-
lion euro. The larger retail hranches also operate private cus-
tomer service modules, in addition to the operating poinis specif-
icalty designed for that type of customer to improve and extend
the territorial coverage.

In line with strategic decisions, in the course of 2006 a project was
carried out to improve customer relations through the revision of
the service model for ihe various segments. This model reinforces
the network specialization logic thanks to a large investment in
territory protection and a differentiated commercial approach.

With regard to the personal and family segments, the

area/Market structure saw:

* the introduction of a personal area officer to support customer
managers in all the commercial initiatives concerning the mod-
ule, in the use of the instruments, and in training require-
ments, thereby promoting best practices and a methodology
of team work;

= the introduction of a banking area officer for personal and
family customers 1o support the managers of smaller branches
in the overall management of commercial pricrities, in the use
of basi¢ instruments and in training requirements,

With regard to the small business segment, the model was revised
and at the same time a new leve! of segmentation was introduced
for small business customers and businesses. More specificatly:

s the position of small business area manager for the
area/Market was established, responsible for the smaller
branch area and acting as a support for the manager, in an
effort to improve and optimize management of the existing
customer base and, above ali, supervise and protect the terri-
tory of reference in a more consistent and marked way to fos-
ter the development of new relations;

» the presence of smail business managers was strengthened in
branches with at least 70 trusted relations, with the aim of
strengthening supervision and development of the segment.

As part of the implementation of the Commercial Plan, over the
year 41 commercial campaigns were carried out on a central level
focusing on the offer of products relative to savings, assurance
and finaneing, as well as the acquisition of new customers; added
to this were 78 local campaigns that focused on acquisition,
increase of retention and cross-selling. The notifications system
enabled the boosling of cioss-selling and improved retention
rates, with customer leaving rates falling considerably compared
1o the average of previous years. The net flow of new customers
of the commercial banks at the end of December exceeded
138,000 units.

The sales capacity of the network was supplemented and sup-
ported by commercial contact actions realized by means of direct
channels, specifically through personalized messages introduced
in the operative area of the Internet site and outbound contacts
made through the Contact Unit whose task is 2ls0 10 protect cus-
tomer care and customer service activities.




The initiatives of 2006 in the area of accumulation products
involved: the launch of two new absolute return fund compart-
ments under Luxembourg law ("ABS Prudente” and "ABS
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Attivo™); the commercialization of the new Luxembourg multi-
compartment fund “Sanpaoclo Manager Selection Fund”, which
includes four new multi-manager compartments differentiated

Retaif & Private
2006 2005 Change
pro lorma 2006 / 2005
(1) pre> forma (%)
STATEMENT OF INCOME (€/mil}
Net interest income 2,400 2,002 +19.9
Net commissions 1,958 1,968 -0.5
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabifities " 7 +57.1
Dividends and income from other financial assets and liabilities 36 33 +8.1
Profits (losses) on equity shareholdings - - -
Income from insurance business - - -
Total operating income 4,405 4,010 +9.9
Net adjustments to loans -186 -190 -2.1
Net adjustments to other financial assets - - -
Net operating income 4,219 3,820 +10.4
Personnel costs -1,472 -1,417 +3.9
Other administrative costs -1,164 -1,118 +4.1
Net adjustments 10 tangible and intangible assets -5 -7 -28.6
Operating costs -2,641 -2,542 +3.9
Other net income {expenses) -1 15 ns.
Impairment of goodwill - - -
Profits (losses) from disposals of investments - - -
Net provisions for risks and charges <21 -1% +10.5
Pre-tax operating profit 1,556 1,274 +22.1
Taxes for the pericd 675 -557 +21.2
Profits (Josses) on discontinued operations - - -
Integration charges net of tax - - -
Profit attributable to minority interests -1 -1 -
Net profit 880 716 +22.9
ALLOCATED CAPITAL (€/mil) 2,038 1,953 +4.4
RATIOS (%}
Profitability 43.2 36.7
Cost / Income ratic 60.0 63.4
31/12/2006 3HW12/2005 Change
wa lorma V20611105
) pre forroa (%)
OPERATING DATA (€/mil}
Intermediary funds 281,946 266,346 +5.9
Customer financial assets 231,990 222,318 +4.4
- direct deposits 65,133 60,122 +8.3
- asset management 105,342 103,198 +2.1
- mutual funds and fund-based portfolio management 68,928 68,425 +0.7
- portfolio management 6,043 5,053 +18.6
- life technical reserves and financial liabilities 30371 29,720 +2.2
- asset administration 61,515 58,998 +4.3
Net asset management flows 17 5.444
Net loans to customers excluding NPLs 49,856 44,028 +13.5
Total interest-earning assets 50,820 44,521 +14.1
Total interest-bearing liabilities 70,451 64,704 +8.9
OPERATING STRUCTURE
Employees 23,150 23,010 +0.6
Domestic branches 3,055 3,033 +0.7

(1) Data reworked to take into accotwnt the new level of segmentation of small business customers.
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according to their level of risk and set up in the form of funds of
funds; the expansion of the offer of mutual funds available to pri-
vate banking, and even to SICAV/funds not belonging 1o the
Group; the enrichment of the portfolic management "GP
PrivateSolution” through the introduction of new components;
the placement of the mutual real estate investment fund
" Atlantic1” dedicated to personal, private and institutional cus-
tomers; the revisitation of the range of unit-linked policies with
the launch of “Sanpaclo All"; the placement of several series of
index-linked policies of the "Biue Profits” line; the placement of
certificates issued by Banca Ml named “Equity Protection Banca
M S&PAMIB™: the placement of fund-based bends issued by
Banca IM! and by Dexia-Crediop named “Strategia Dinamica”.

As regards capital protection products, the range of traditional life
insurance policies was revisited and a new offer was issued char-
acterized by a more accentuated insurance/assurance purpose
and more focus on customer segments. Mare specifically the
launch of “Sanpaolo Futura Capitale” and "Sanpaolo Futura
Reddita”, traditional life-insurance products with guaranteed cap-
ital and minimum yield; ”Sanpaoio Futura Private”, with charac-
teristics simifar to the former but designed for private and highly
affluent customers; and "Sanpaole Futura Continua”, which
allows clients holding EurizonVita policies about to expire to rein-
vest the capiial at the same conditions.

As regards financing products, the following have been launched:
"Prestito Sanpaclo”, the financing that offers retail customers
new options having financial flexibility; “Sanpacio Card
Revolving”, the installment credit card that assumes the relative
credit risk; “Domus Equity”, the product that supports the finan-
cial needs of the family in purchases other than their first home;
“Domus durata variabile”, a mortgage with constant installments
but a variable duration according to the interest rate trend.
Moreover, a new line of mortgages has been launched, consisting
of fixed, variable, balanced rates with a high “loan to value” ratio
sold under the Neos Banca brand, and specific financing products
were issued for personal and family customers and small busi-
nesses to finance investments for the building or installation of
plants for the production of renewable energy.

Activities in the area of protection and assurance products includ-
ed the dissemination of the "Polizza Finanziamenti Sanpaoclo
Business” to protect the key figures of the company from events
that might compromise the capability to cope with the debt con-
tracted by the company, as well as of the new “Polizza Infortuni”
and *Polizza sulla Vita”, the development of an individual insur-
ance-type pension plan and two open-ended pension funds, one
dedicated to individual and one to collective subscription,

With regard to banking products, the following should be men-
ticned: redefinition of the commercial offer by launching three
new account products, “Sanpaclo Zerotondo”, an account with-
out management expenses on transactions through direct chan-
nels usable from home, “Sanpaolo Contutio”, an account that
rewsards the intensity of the relation with the customer, acknowl-
edging reductions in the fee and additional benefits depending on
the services utilized and the capital held, and "Sanpaolo
Contoprivate”, dedicated to private customers; the issue of a new
offer aimed at professionals, with two current account contracts

for each target of customers, facilitated conditions on the principal
banking services for companies and the possibility to open a per-
sonal current account with a fimited number of operations without
expenses; the issue of the Soldintasca Borsellino card, a bearer card
usable in taly and abroad and operative on the Visa Electron cir-
cuit, Lastly, as part of the Patti Chiari initiative, there was the
launch of the “"Cambio conto” initiative whose purpose is to
inform customers of methods for closing their current account and
for simplifying and accelerating the closing procedures,

Regarding services, the following information should be noted:
the revision of the commercial offer Links Sanpaolo; the supple-
mentation of the range of functions available by means of the
direct banking service; the reorganization of the graphic layout of
the Internet sites dedicated to personal and family customers; the
launch of the new Sanpaolo Trading platform, a web application
dedicated to online trading with high-tech functions; the
improvement of self-banking areas with the spread of ATM Web
MTA and ATM Web; the activation, for the Clympics and
Paralympics of Turin 2006, of a specific "Desk Olimpico
Straordinaric” dedicated to customer assistance regarding pay-
rment cards and ATMs as well as POS installed in the areas near
the competition venues.

With a view to capitalizing on investments made over the last few
years in tools and training for invesiment advice, customer profil-
ing initiatives were boosted in 2006. The assignment of a finan-
cial profile to customers constitutes an essential preliminary task
in order to offer customers products and services tailored to their
financial needs.

The foundations were laid for the introduction of new commercial
procedures aimed at boosting cross-selling potential and the
acquisition and retention of new customers. In particular, with
regard to the family and personal segments, initiatives were
launched to boost "data mining” and Customer Relationship
Management (CRM) capacity in central units, whilst staff numbers
were jncreased for the telephone contact unit which was begun to
support branches in contacting customers. For the small business
segment, BWS.com, the new web portal at the service of customer
managers was launched. It integrates tooks supporting customer
portfolio analysis, commercial growth and risk management.

In order to maximize the potential effectiveness of the initiatives
introduced, attention was focused on staff training, with a view
1o further boosting the professionalism underlying customer-ori-
ented services and the sales capacity of network employees.
During 2006, sorme 120,300 training days were held, involving
21,300 resources. Initiatives have been planned to be held during
2007 for customer managers and the new branch officers.

For the purpose of favoring the creation of synergies and
economies of scale within the Group, and taking advantage of
the professional skil's acquired in the product companies, starting
in November 2006 the revolving credit caids distributed through
the retail branches of the commercial banks are being managed
by CFS - Consumer Financial Services, a subsidiary of Neos Banca.
Throughout December the activity of CFS was progressively
extended till it included the entire offer of personal loans granted
by the Group,



Carporate

The Corporate business line, which serves business customers,
comprises the Companies Division, for the management of com-
panies with a turnover of more than 2.5 million euro or overall
loan facilities of more than one million euro that are not part of
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large nationwide groups, and Sanpacla Leasint, which operates in
the leasing compartment.

Corporate intermediary funds continued the upward trend of last
year, with an increase of 10.6% on an annual base, attributable
to both loan activities (+9.79%) and, to a lesser degree, deposits

Corporate
2006 2005 Change
pro {orma 2006 / 2005
N . pofoms )
STATEMENT OF INCOME (€/mil}
Net interest income 1,026 958 +7.1
Net commissions 278 257 +8.2
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities - - R
Dividends and income from other financial assets and liahilities 108 80 +35.0
Profits (fosses) on equity shareholdings - - -
Incomne from insurance business - - -
Total operating income 1,412 1,295 +9.0
Net adjustrnenss to loans -280 -254 +10.2
Net adjustments to other financial assets - - -
Net operating income 1,132 1,041 +8.7
Personnel costs -276 -273 +1.1
Other administrative costs -298 -284 +4.9
Net adjustments to tangible and intangible assets -1 -1 -
Operaling costs -575 -558 +3.0
Other net income (expenses) 18 13 +38.5
Impairment of goodwill - - -
Profits (losses) from disposals of investments - - -
Net provisions for risks and charges -37 -51 -27.5
Pre-tax operating profit 538 445 +20.9
Taxes for the period -233 -196 +18.5
Profits (losses) on discontinued operations - - -
Integration charges net of tax - - -
Profit attributable to minority interests - - -
Net profit 305 249 +22.5
ALLOCATED CAPITAL (€/mil) 3,056 2,663 +14.8
RATIOS (%)
profitability 100 5.4
Cost / Income ratio 40.7 43.1
3111272006 317122005 Change
pro lormas 1206311205
{1} pro forma (%)
OPERATING DATA (€/mil)
Intermediary funds 103,076 93,198 +10.6
Direct deposits 16,110 15,829 +18
Net loans to customers excluding NPLs 52,421 47,801 +9.7
Total interest-earning assets 53,530 48,999 +9.2
Total interest-bearing liabilities 20,851 19,292 +8.1
OPERATING STRUCTURE
Employees 3,829 3,899 -1.8
Domestic branches 46 43 +7.0

{1) Data reworked to take into account the changes in the scope of the business line {exclusion of the international network, imvestinent banking, operations with
large groups and public authorities and entities, which were transferred to Wholesale).
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(+1.8%). Driven by commercial initiatives promoting loan facilities
for business, the trend was a hard-earned success given the cur-
rent glut in credit facility offers that has exacerbated competition
in the reference market and reduced credit spreads.

Revenues were up 9% from 2005 due to the increase in the main
income items: net interest income, driven by the positive contribu-
tion of operating volumes, which effectively offset the erosion of the
mark-up on corporate counterparties; commissions and income on
other financial assets and liabilities, which benefited from the devel-
opment of interest and exchange rate derivatives aimed at business.

Net operating income rose 8.7% despite the growth of adjust-
ments to loans. With operating costs up 3%, pre-tax operating
profit grew to 538 million euro, compared to the 445 million
recorded for 2005,

Net profit amounted to 305 miflion euro, an increase of 22.5%
from the previous year,

Corporate absorbed 25% of the Group's capital, having a greater
weight than that of 2005. Aliocated capital rose also in absolute
values, as a result of the growth in loan facilities to businesses put
in place during the period. The growth in capital absorbed was
offset by profit trends, which brought about a slight improvement
in profitability, as expressed in terms of RORAC, which grew to
10%. The business line employs 3,829 people, representing 8%
of the Group’s workforce.

Progress in terms of efficiency can be summarized in the drop of
2.4 percentage points in the costfincome ratio, which reached
40.7%.

In the course of 2006 the reorganization contemplated by the
industrial plan for sustaining the development strategy was imple-
mented. Specifically, territorial presence was rationalized in the
various geographic areas and commercial protection was strength-
ened to improve its efficiency and operative efficacy. The business
model adopted combines the central governance system focused
on the innovation of services with a strong local presence and a
high leve! of decisional decentralization which allows stronger rela-
tions with customers and the local communities.

Distribution, based on a network of 252 operating points and
1,000 customer managers, was put into place with the introduc-
tion of over 200 product developers and specialists of the various
business areas, located in 19 Market territorial offices and dedi-
cated to supporting the company branches in the offer of prod-
ucts and services with a higher added value.

Furthermare, starting from the beginning of the year, an organi-
zational siructure has been activated with the aim of deveioping
relations with high-potential customers, with a view to becoming
the point of reference for their commercial banking needs and,
through the specialized companies of the Group, for investment
banking.

Growth in the business has been sustained by ongoing commer-
cial development in the various operating areas and by intensive
planning to enhance the offer of products and services.

In the financing sector, the range of availabie products has been
innovated and expanded, making it consistent with the needs of
a market that is ever more complex and competitive. Besides tra-
ditional financial solutions, specific actions have been taken to
support investments in research and development, the purchase
of technological and organizational innovations, bio-construction,
tourism and agriculture, and the diversification and rationalization
of energy sources. Moreover, a further thrust has been given to
the relationship with the Credit Guarantee Cansortia, thanks to
the partnership agreements to maximize synergies with the Bank
in its loan support to SMEs.

As regards borrowing facilities for SMEs, the Companies Division
has continued to play a significant role by ensuring its customers
qualified assistance, lean operations and punciual service, Especially
important was the enormous effort made to launch the recent
reform of the national facilities sector that contemplated the intro-
duction of a revolving fund to guarantee support for productive as
well as R&D investments in a Bank-State co-financing logic.

Lastly, a new service model was designed for selling structured
financial products to improve the origination capacity of the com-
pany network and provide a rapid and excellent service.

In 2006 some 8.5 billion euro of medium-fiong-term loans were
granted.

In the area of financial risk coverage and management products a
new distribution process was introduced that allows not only a
greater commercial efficacy but also a better correlation of the
adopted financial solutions with the operative needs of the coun-
terparties. Improvement of the process has made it possible to
pursue the goal of expanding the client base. In 2006 operative
customers exceeded 6,000 units, with a growth of approximately
36% from last year.

Innovation also continued in the area of trade services, cash man-
agement and online services. Through Links Sanpaolo, in addition
to the classic collection and payment setvices, state-of-the-art
treasury management functions, and administrative support are
now offered, too. After defining the regulatory framework of re-
erence, this initiative also involved the design and launch of the
electronic invoicing service,

Special attention was given to expanding the dient base through
the design of a specific development program that involved selec-
tive targeting and a dedicated commercial offer. There was a pos-
itive trend in the number of customers with a net inflow of more
than 400 units over the year.

The initiatives put in place in the various business areas allowed
an improvement of competitive positioning; the share of wallet
on non-financial companies increased by approximately six basis
points since last year,

For the purpose of ensuring sustainable business development,
intensive training activities were continued. Efforts were mainly
focused on reinforcing spedialist competencies and technical-com-
merdcial topics. In the course of 2006 approximately 11,800 days of
training were provided involving approximately 3,300 people.



Wholesale

The Wholesale business line comprises: the Investment Banking
Division, to which Banca IMI and the Structured Finance unit report;

Wholesale
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the Large Groups Division, responsible for managing relations with
leading groups of national and international standing; the
International Network Division, including the international netwark
of the Parent Bank with regard to corporate lending activities, the

2006 2005 Change
o forna 2006 / 2005
{1) pro forma (%)

STATEMENT OF INCOME {&€/mil)

Net interest income 412 419 -1.7
Net commissions 194 215 -5.8
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities 48 24 +100.0
Dividends and income from other finandial assets and liabilities 296 173 +71
Profits {losses) on equity shareholdings 20 3 ns.
Income from insurance business - - -
Total operating income 970 834 +16.3
Net adjustments to loans 50 -75 -33.3
Net adjustments to other financial assets -5 . ns,
Net operating income 915 759 +20.6
Personnel costs -204 -175 +16.6
Other administrative costs -148 -131 +13.0
Net adjustments to tangible and intangible assets -17 -19 -13.5
Operating costs -369 -325 +13.5
Other net incore {expenses) g 7 +28.6
impairment of goodwill - - -
Profits (losses) from disposals of investments - 1 -100.0
Net provisions for risks and charges -2 -3 -33.3
Pre-tax operating profit 553 439 +26.0
Taxes for the period -190 -54 ns.
Profits (fosses) on discontinued operations - - -
Integration charges net of tax - . -
Profit attributable to minority interests -2 -1 +100.0
Net profit 361 384 -6.0
ALLOCATED CAPITAL (€/mil) 2,265 1,845 +22.8
RATIOS (%)
Profitabitity 15.9 20.8
Cost / Income ratio 38.0 350
31122006 31122006 3171272005 Change
restated pro forma  T11206-314203
{2} {1) pro forma (%)
OPERATING DATA (£/mil)
Intermediary funds 72,199 67,118 64,372 +12.2
Direct deposits 24,971 21,184 19,883 +25.6
Net loans to customers excluding NPLs 40,390 39,006 39,176 +3.1
Total interest-earning assets (3) 51,575 47,248 46,939 +9.9
Total interest-bearing liabilities (3} 42,855 38,788 36,916 +16.1
OPERATING STRUCTURE
Employees 9,576 3,212 2,998 ns.
Domestic branches 5 5 5 -
Foreign branches and representative offices 410 151 131 n.s.

(1) Data reworked to take into account the changes in the scope of the business fine finclusion of the international notwork, investrent banking, opemtions with

larye groups and public authoritios and entities}).

{2) Fiqures restated excluding Panorska Banka, Bank of Alexandria and Banca italo Athanese, which entered the scope of corsolidation in 2006.

(3) Excluding Banca iMI group.
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Iish subsidiary Sanpaole IMI Bark lIreland, and Sanpaclo IMI
Internazionale, responsible for Group operations in Central-Eastern
Europe and the Mediterranean countries; and the Public Authorities
and Entities Division, concerned with the development of relations
with the government offices and institutions of reference, operat-
ing through Banca OPI and the financial shareholding FIN.OPI.

Intermediary funds for the Wholesale business line increased by
12.2% on an annual basis. This performance was mainly caused
by an increase in deposits and, io a lesser degree, in the finandng
of the international compartment (alse for new acquisitions), of
investment banking and large groups, against a reduction in loans
to the public sector. Regarding the latter, it shouid be specified that
when investments in securities are included, the overall financings
showed an increase, Excluding the results of Banca ltalo Albanese,
Panonska Banka and Bank of Alexandria, the intermediary funds
presented a smaller increase {+4.3%) attributable mainly to direct
deposits (+6.5%} driven by the contribution of investment bank-
ing. Net loans to customers did not undergo any significant varia-
tions because the expansion of financing in the international com-
partment and investment banking was more than compensated by
the dectine in loans to public authorities and entities.

Revenues were up 16.3% from 2005; the contributions from
investment banking and the international network were especial-
ly important,

Net operating income, up 20.6%, benefited from a significant drop
in adjustments to loans, mainly due to the recovery of structured
finance positions and recovery on loans to foreign counterparties
that had been written off in previous years. Notwithstanding the
increase in operating costs (+13.5%), correlated to personnel and
other administrative costs, an operating profit of 553 million euro
was obtained, up 26% from 2005. The increase in personnel,
which occurred mainly at the foreign branches, is to be associated
with the recent acquisitions in Central-Eastern Europe and the
Mediterranean area. The number of resources dedicated to the
business line was 9,576 as of the end of December 2006, making
up 19% of the Group’s workforce.

Due to a heavier tax burden, net profit amounted to 361 million
euro, down 6% from the previous year.

Capital absorbed by the Wholesale line, representing 19% of the
Group’s capital, grew 22.8% as a result of the rise in activities,
which led to an increase in credit and operational risks.
Profitability, expressed in terms of RORAC, dropped to 15.9%
from the 20.8% of 200%.

The ¢ost/income ratic dropped by one percentage point, thereby
reaching 38%.

Investment Banking and Largs Groups

The Investment Banking Division comprises the activities of Banca
IMI, the Group’s investment bank, and the Structured Finance
unit, responsibte for project financing and specialized structured
lending; the Large Groups Division supervises larger customaers.

In 2008, transactions within the Investment Banking and Large
Groups Divisions were characterized by the highly positive per-
formance of Banca IMI. Total operating income rose by 15.7%,
taking advantage of the increase in operations with other com-

panies of the Group ~ resulting from the greater operative inte-
gration with the distribution networks and praduct companies -
the simplification and rationalization of trading and market-mak-
ing activities, consolidation of the operative platforms and com-
pletion of the specialization processes. As far as the various com-
partments are concerned, the biggest contributions to the rise in
revenues came from market-making in complex interest sate and
equity derivatives to support the placement of structured and
exotic products. Structured finance activity alse made a significant
contribution, in addition to global brokerage commissions, which
continued to benefit from the positive performance of stock mar-
kets. In spite of the increase in operating costs, especially person-
nel costs (due to the increased number of employees and the vari-
able remuneration component correlated to the significant pre-
tax profit} and other administrative expenses (related to informa-
tion technology activities and planning initiatives, some of which
are associated with compliance issues), pre-tax operating profit
was 281 million euro (+24.9% from 2005). Net of taxes accrued
for the period, profits dropped by 30%.

The mission of Banca IMt is to offer spedalized services to com-
pany and institutional customers, and develop structured prod-
ucts distributed through the Group’s network also to retail cus-
tomers.

As regards financial markets, in 2006 Banca IM} achieved notable
results in its risk management activities as well as its distribution
of financial products. More specifically, in the fixed income com-
partment the bank has maintained its strong position in market-
making on government securities (during the year it became a
specialist in Greek government securities) as well as pricing and
trading on swaps and treasury products. Regarding complex
interest- and exchange-rate derivative products, the year’s activi-
ties were concentrated on structuring products with coupons rel-
ative to the steepening of the euro/dollar curve for institutional
customers.

In a market characterized by the low volatility of credit spreads,
the credit trading compartment concentrated on the activities of
Active Credit Portfofio Management in the area of the corporate
loans portfolio of SANPACLO IMI and on seeking innovative solu-
tions for the management of SMEs credit risks.

In the eguity & commodity trading compartment, there was inten-
sive market-making activity on optional products — including the
relaunch of ¢overed warrants - and linear products, in particular
on the ETF where the bank has established itself as the number
one operator for the volumes handled on MTF and as one of the
principal players on Xetra and Euronext. In the area of “exotic”
products, Banca IMI has structured new solutions for its own insti-
tutional customers. A remarkable advance was also made during
the year in the activities of pricing and structuring of products
associated with the commeodities for retail and corporate cus-
tomers. Concerning brokerage activities, there was an increase in
volumes and overall resufts among institutional customers as well
as the retall and private customers of the Group’s banks, particu-
larly because of the increase in flows relative to the negotiation of
derivatives listed on the IDEM.

In the course of 2006 the distribution activity showed an increase
in coverage and risk management operations for the corporate
customers of the Group, driven also by the implementation of the
new informative and execution platform for exchange rate deriv-



atives ("IDEA” Intranet Derivatives Automatic Execution). As
regards the activities aimed at retail investors, placement contin-
ued of structured senior issues and investment certificates, as did

Investment Banking anc Large Groups
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coverage of the index-linked issues of Eurizonlife (formerly
Sanpaolo Life). Lastly, an agreement was closed with UBM for the
participation of Banca IMl in the TLX market, the launch of which

2006 2005 Change
pro forma 2006 / 2005
{) pro lorrna (%)
STATEMENT OF INCOME (€/mil)
Net interest income 152 167 -9.0
Net commissions 1090 122 -18.0
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities 3 3 -
Dividends and income from other financial assets and liabilities 233 132 +76.5
Profits (losses) on equity shareholdings 5 2 +150.0
Income from insurance business - - -
Total operating income 493 426 +15.7
Net adjustments to loans -17 -35 -51.4
Net adjustments to other financial assets - - -
Net operating income 476 3N +21.7
Personnel costs -100 -82 +22.0
Other administrative costs -88 -75 +17.3
Net adjustments to tangible and intangible assets -6 -8 -25.0
Operating costs -154 -165 +17.6
Other net income (expenses) 2 3 -33.3
Impairment of goodwill - - -
Profits {losses) from disposals of investments - - -
Net provisions for risks and charges -3 -4 -25.0
Pre-tax operating profit 281 225 +24.9
Taxes for the period -108 22 ns.
Profits (losses) on discontinued operations - - -
Integration charges net of tax - - -
Profit attributable to minority interests - - -
Net profit 173 247 -30.0
ALLOCATED CAPITAL {&/mi) 1,120 980 +14.3
RATIOS (%)
Profitability 15.4 252
Cost / Income ratio . 39.4 38.7 L _
31122006 311272005 Change
pro forma 311206-311205
mn __pre forma (‘E)__
OPERATING DATA (€/mil)
Intermediary funds 28,333 25,417 +11.5
Direct deposits 11,104 §,535 +16.5
Net loans to customers excluding NPLs 11,152 10,964 +1.7
Banca IMI 5.p.A. trading volumes
- trading 468,606 559,393
- sales 222,420 201,243
- repurchase agreements 1,222,036 1,657,387
- placernents 6,870 6,930
OPERATING STRUCTURE
Employees 658 630 +4.4

Domestic branches

1

1

Foreign branches and representative pifices

1

1

{1} Data reworked 1o take into account the changes in scopre fexclusion of private equity operations and inclusion of arge groups activitios).
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is planned for the beginning of 2007. As regards the public
authorities cusiomers, the bank offered sophisticated debt
restructuring solutions {among which the structuring of the
jumbo issues of Regione Campania and Regione Piemonte) and
the coverage of interest-rate risks through swap operations con-
cluded through Banca OPI.

i reference to the capital markets activities, Banca IMI played the
role of lead manager in 65 band issues, for a value of over 28 bil-
lion euro, with a significant presence in the operations of inter-
national issuers.

In the government compartment, the bank participated in the
placement of the band linked to Greece’s inflation. It was
baokrunner on behalf of financial customers for the senior issues
of KFW, Banca delle Marche, Fidis Retail, Venete Banca, Banca
Popolare di Bari, Banca Agrileasing, American International Group,
CR Bolzano and CR Ffirenze, and for the subordinated issues of
Banche Popolari Unite, Banca Carim, Banca ltalease, Banca
Popolare dell’Etruria e del Lazio, Banca Sella, Banco Popolare di
Verona e Novara and CR Firenze; it carried out the role of joint fead
manager for the subordinated issue of Banca Carige and arranger
of the EMTN Programs of Mediocredito Trentino, CR Bolzanc and
Findomestic Banca, For its ¢orporate customers, Banca IM! acted as
bockrunner for the issues of Hera and General Electric. In the secu-
fitization sector an operation was carried out on loans issued by
SANPACLO IMI to SMEs backed by Unionfidi and Confidi Province
Lombarde. Banca M also took part in securitization operations for
loans to consumers {Ducato Consumer and Red&Black) and resi-
dential mortgages (Vela Home 4 and Arran Residential
Mortgages). in the pubfic sector the bank acted as bookrunner for
the issues of Regione Campania, Regione Piemonte, the
Municipality of Palermo and the Province of Rovigo; it operated as
joint arranger of the EMTN Programs of Regione Piemonte and
Regione Campania and as rating advisor for the Municipatity of
Pisa and the Provinces of Como and Trento.

Banca IMI has confirmed its traditional protection of activities in
the area of capital increases and share placements. Specifically it
directed the IPOs of Bolzoni, Cobra and the Fondo Immobiliare
Atlantic1; it also participated in the IPO of Saras and the second-
ary giobal offer of Natlxis shares. Moreover the bank attended to
the issue of a debenture loan of Sanpaocio Ml Bank Ireland con-
vertible into Trevi Finanziaria shares; it executed a private place-
ment of 3.55% of FIAT's share capital, 5.2% of Mondo Home
Entertainment’s share capital and 2.4% of 1.Net’s share capital. In
the area of public purchase offers, Banca IMI acted as the
appointed intermediary for the coordination and collection of
subscriptions for the voluntary totalitarian PPO of Eurizon on
Banca Fideuram’s shares and the PPO launched by Aeroporti
Holding on Aeroporto di Firenze. Lastly, throughout the year the
bank purchased the mandates for corporate broking activities
from Mariella Burani, Cobsa and the Fondo Immobiliare Atlantic
as well as spedialist activities from Centrale del Latte di Torino,
Caleffi, Rgi and Cti, affirming its leading position in these activi-
ties and bringing the number of its roles to a total of 24.

Regarding corporate finance advisory activities, Banca IMi acted
as advisor for the merger of AMGA into AEM Toring and sup-
ported Aeroporti Holding in its project for the development and
reorganization of the group. The bank was also the advisor in the
transfer of the Fratelli Elia group to the Clessidra private eguity
fund; it assisted Finmegcanica in the disposal and subseguent

repurchase of a stake in Avio; it assisted L. Capital and Ergon
Capital Partners funds in selling the majority shareholding of the
Stroili Oro group; it assisted Maire Holding in the acguisition of
the remaining stake in Maire Tecnimont, still held by Edison; it
assisted Holding Erre in the acguisition of Aran World from Masco
Corporation; it assisted Itac and Fimatex in the acquisition of
CDW. Banca IMI is also the financial consultant of Buzzi Unicem
for the PPO aimed at the minority sharehotders of Dyckerhoff.
Finally, during the year the bank supported SANPAOLO IMI in the
project for expanding to the markets of Central-Eastern Europe
and North Africa and provided assistance in the privatization of
the Serbian bank Panonska Banka and in the acquisition of the
majority stake in Banca ltalo Albanese.

tn 2006 the structured finance activity registered a significant
increase, partly due to the operations executed in collaboration
with and in suppert of the Groups network and banking cus-
tomers. In specific terms Banca IMI took part in 28 operations, of
which 20 regarding acquisition finance, six regarding project
finance and two regarding real estate finance. Among the princi-
pal finance acguisition operations were the financing for the
acquisition of Infa Labochim by Investitori Associati, of the Esaote
group by a consortium of investors (amongst which M|
Investimenti), of the Fratelli Elia group by Clessidra, of the real
estate portfolio of Fondo Pensione belonging to the COMIT
employees by Beni Stabili and the refinancing of the Safilo debt
left over from a previous LBO operation. As regards project
finance, the list of financing operations indudes the building of a
petrochemical complex in Kuwait, the coverage of corporate reor-
ganization costs in favor of the VS group, the buitding of a ther-
moelectric power station in the industrial park of Scandale, spon-
sored by Endesa and ASM Brescia, and the acquisition of 20% of
Endesa by the Spanish group Acciona. With reference to
Weather/Wind, Banca IMI attended to the refinancing of the
Weather collaterafized loan and the issue of two successive PIK
facilities by Wind Acquisition Holding Finance, the second of
which was the largest ever issued in Europe. Banca IMI took
charge of reducing the overall exposure of the SANPAGLC IMI
Group to the WeatherAWind group.

With regard to the Large Groups Division, the reference market
was characterized by increasing commercial competition, espe-
cially concerning the traditional loan activities, alse due to the ris-
ing liquidity of the loans system.

Activities in the year focused on defending profitability levels
while maintaining portfolio quality. This goal was pursued by
reducing excessive exposures having an inadequate risk/yield pro-
file, the intensification of relations with investment banking activ-
ities, a substantial maintenance of the medium-flong-term loans
as well as an increase in the number of more highly structured
operations, The trend of loans to customers, affected by the drop
in the short-term compartment, was counterbalanced by the
increase of direct deposits and asset administration. At the end of
December 2006, the intermediary funds in this compartment
amounted to 13.8 billion euro, a rise of 2% on an annual basis.
Net profit for the year was in line with that of 2005,

International Network
The International Network Division is responsible for the interna-

tional banking activities of the Parent Bank and foreign subsidiary
banks. It supervises the segment relating to custorners operating



on foreign markets and develops services on foreign markets for
national businesses, whilst promoting and managing relations
with counterpart banks. Sanpaclo IMI Internazionale, controlling
stakeholder in the Hungarian Inter-Europa Bank (85.9%) and in
Sanpaolo IMI Bank Romania (98.6%}), as well as being responsible
for the operational contrelling of the Slovene bank Banka Koper
and Banca ltalo Albanese, in which the Parent Bank holds a
66.2% and 76.1% share respectively, reports directly to the
Division.

international Network
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The distribution network directly covers 36 countries, constituting
the international network of the Parent Bank made up of 13
wholesale branches, the lrish subsidiary Sanpaolo IMI Bank
ireland, 19 representative offices and two operating desks,
together with the 377 branches of the subsidiary banks operating
in Central-Eastern Europe and North Africa.

Activities in the year continued in line with the mission, aimed at
encouraging and supporting the internationalization of ltalian

2006 2005 Change
pro [arma 2006 / 2005
n pre forma (%)

STATEMENT OF INCOME (€/mil}

Net interest income 135 122 +10.7
Net commissions 90 87 +3.4
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilites 10 - ns
Dividends and income from other financia! assets and liabilities 27 14 +92.9
Profits {losses) on equity shareholdings 14 2 n.s.
Income from insurance business - - -
Total operating income 276 225 +22.7
Net adjustments to loans -22 -31 -29.0
Net adjustments to other financial assets - - -
Net operating income 254 194 +30.9
Personnel costs -80 -7 +12.7
Other administrative costs -47 -45 +4.4
Net adjustments to tangible and intangible assets -11 -11 -
Operating costs -138 -127 +8.7
Cther net income (expenses) 6 4 +50.0
Impairment of goodwill - - -
Profits (Josses) from disposals of invesiments - 1 -100.0
Net provisions for risks and charges 2 - n.s.
Pre-tax operating profit 124 72 +72.2
Taxes for the period -37 -20 +85.0
Profits (fosses) on discontinued operations - - -
Integration charges net of tax - - -
Profit attributable to minority interests -2 -1 +100.0
Net profit 85 51 +66.7
ALLOCATED CAPITAL {(&/mil} 471 339 +38.9
RATIOS (%)
Profitability 18.0 15.0
Cost / Income ratio 50.0 6.4
311272006 31272006 314122005 Change
restated pro forma  F1N06-21M2005
R 2} {1} pro forma (%)
QPERATING DATA (€/mil)
Intermediary funds 19,269 14,188 13,451 +43.3
Direct deposits 9,337 5,550 5,601 +66.7
Net loans to customers excluding NPLs 9171 7,877 7,455 +23.0
QOPERATING STRUCTURE
Employees 8,678 2,315 2,156 n.s.
Foreign branches and representative offices 409 150 130 ns.

{1} Data reworked to take into accourdt changes in methodology finked to relirrng the application of the IAS/IFRS.
{2} Figures restated excluding Fanonska Banka, Bank of Aluxandria and Barra ltalo Albanese, which entered the scope of consolidation in 2006,
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business, promoting and assisting the investments and activities
of foreign multinationals on the Eusopean market (with priority
given to the Italian market), maximizing the cross-selling oppor-
tunities for the Group's product factories, extending relations with
counterpart banks and operating as a domestic bank in new,
high-growth markets.

Precisely in relation to the latter goal, in the course of 2006, four
acquisitions were completed as part of a policy of strong strategic
development of the Group on Central-Eastern European and
Mediterranean markets,

In Albania the acquisition of Banca ttalo Albanese was conclud-
ed and procedures were launched for purchasing 80% of
American Bank of Albania, an operation for which the authori-
zation of the competent autharities is pending. Jointly the two
banks have 24 branches, with a market share of over 20% in
loans and 15% in deposits and they are the second largest group
in the country,

In Serbia an 87.4% shareholding was acquired of the Panonska
Banka, a bank listed on the Belgrade stock market and having a
network of 65 branches located throughout the entire country,
with a market share of 3.4% and a greater than 5% concentra-
tion in the wealthy region of Vojvodina.

Finally, in December SANPAQLO MI purchased from the Egyptian
government 80% of the Bank of Alexandria, having the third-
largest distribution structure and total assets in the country, with
a network of 188 branches, 5,600 employees and over 1.5 million
customers.

In 2006 international activities grew significantly in all profit mar-
gins and operating volumes. The considerable expansion of the
last item is partially due to the new acquisitions. According to a
homogeneous comparison, i.e. exduding the results of Banca
ltalo Albanese, Panonska Banka and Bank of Alexandria, interme-
diary funds grew by 5.5% thanks to the positive trend of loans to
customers (+5.7%;) and indirect deposits {which almost doubled)
against a substantial stability in direct deposits. Revenues, up
22.7% from the previous year, benefited {rom income from the
disposal of non-performing loans “Hawaii 123" at the Nassau
branch by the Parent Bank and profits from the disposal of equi-
ty shareholdings held by Banka Koper. In the fight of this trend in
revenues, the operating costs registered a smaller increase, The
net profit was 85 million euro (+66.7%) and profitability grew to
18% from 15% in the previous year.

Pubiic Autherities and Entities

The Public Authorities and Entities Division, operating through
Banca OP!, is responsible for advisory activities and the medium-
to long-term financing of public bodies and local public service
agencies for the implementation of infrastructure projects.

in a context characterized by continuing tight public financial pol-
icy and increased competition on the Local Entities market of ref-
erence, Banca OPl continued to gear its commercial policy
towards careful selection of operations in terms of pricing and
wncentration of the loan portfolio. These actions made it possi-
ble 10 achieve income results in 2006 that were higher than the
previous year. The rise in revenues allowed the pre-tax cperating
profit to amply absorb the increased operating costs, thereby reg-

istering a 4.2% increase. Net profit amounted to 103 million
euro, up 19.8%, partly due to the positive effects of the new
treatment of loan adjustments for the purposes of IRAP.

In 2006 new contracts were finalized for 6,489 million euro and
financing disbursed for 6,774 million, of which 2,353 million in
securities. Consequently the total loans at the end of December
amounted to 27.4 billion euro, with a 3% increase on an annual
basis.

The activities carried out in the course of the year in the com-
partment of financing to ltalian public authorities and entities
affirmed the significant role played by the bank, with a total vol-
ume of contracts exceeding 2.8 billion eurc. Banca OPI partici-
pated, in its role as joint arranger and joint lead manager, in the
two most important international bond issues of the year
Regione Campania and Regione Piemonte, each for total
amounts of almost 2 billion eura. As regards the issues of local
authorities placed on the domestic market, the bank took part in
all of the most important operations in 2006, among which the
debenture loans of the Municipaliiites of Palermo, Genca,
Messina, Lecce, Avellino and Fiumicino as well as those of the
Provinces of Lecco and Cosenza. In the “traditional” compart-
ment of medium- and long-term loans to public authorities,
Banca OPI affirmed its role as a primary operator. The mortgages
granted to Regione Veneto, Regione Sicilia and the Municipalities
of Turin and Reggio Calabria together exceeded 400 million
euro. Note should be made regarding the financing pool of
approximately 400 million euro to the Municipality of Rome
{Banca OPI5 contribution was over 136 million euro): it was the
first large operation concluded by a local authority in the form of
opening of credit pursuant to art. 205 bis of the TUEL
(Consolidation Act of Local Authority Regulations). Furthermore,
in the compartment of derivative products for public authorities,
50 debt management transactions were carried out in the course
of 2006 with the use of derivative products, for a total notional
amount of over two billion euro, which is almost quadruple the
amount of the previous year.

Medium- and long-term financing to public corporations regis-
tered a significant development during the year, both in volumes
{contracts and signature loans for over 1.3 billion euro} as well a5
in the consolidation of commercial relations, Especially important
were operations with the principal public utilities of narthern lialy,
such as AEM Milano, Hera, ASM Brescia, Iride. There was signifi-
cant growth in the project finance compartment over 2005 {new
contracts increased from 340 to 820 million euro). On the domes-
tic market Banca OPI acquired important roles as mandated lead
arranger in the water sector, health buildings and local public
transport, also contributing to the presentation of one of the three
proposals receved by the Municipality of Rome for the new D fine
of the metro system. Foreign operations were boosted due to the
underwriting operations for the privatizations of French motor-
ways (Sanef and APRR) and US highways (Indiana To!l Road).

Qn foreign markets Banca OPI achieved a volume of operations
(excluding project finance) almost four times greater than the
results of the previous year (1.4 billion euro against 380 million in
2005). The bank’s operations reached a total of 16 countries and
involved the undartaking of sovereign risk (Turkey, Romania),
financing to territorial authorities (for exampte the Municipalities
of Giurgiu and Adana) and to public companies such as the
Swedish Framtiden and Vastra Gotalands. Lastly, regarding the



underwriting of securities on the capital markets, there were sev-
eral acquisitions of issue quotas made by publicly controlled com-
panies operating in the sectors of transportation (especially rail-
roads) and local utilities.

Finally, dynamic asset management continued, aimed at seizing

the opportunities offered by market appreciation of high-quality
"Halian risk”. More specifically, a total of approximately one bil-

Public Authonties and Entities
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lion euro in asset disposals was concluded, which led not only to
capital gains but also to a reduction of asset concentration, there-
by favoring the development of new prospective transactions.

As regards the equity investor activity carried out by the subsidiary
FIN.OPI, the most significant event was the closing at the end of
2006 of the PPP Italia fund for which FIN.OPI is the advisor and
investor and which constitutes the first closed-end fund under

2006 2005 Change
pto forma 2006 # 2005
{1} pro forma (%)
STATEMENT QF INCOME (€&/mil)
Net interest income 125 130 -3.8
Net commissions 4 & -33.3
Income from disposals of credit, financial assets held to maturity
and repurchase of nen-hedged financial liabilities 35 21 +66.7
Dividends and income from other finandial assets and liabifities 36 27 +33.3
Profits {losses) on equity shareboldings 1 -1 n.s.
Income from insurance business - - -
Total operating income 201 183 +9.8
Net adjustments to loans -1 -9 +22.2
Net adjustments to other financial assets -5 - ns.
Net operating income 185 174 +6.3
Personnel costs -24 -22 +9.1
Other administrative costs -13 -t +18.2
Net adjustments to tangible and intangible assets - - -
Operating costs -37 -33 +12.1
Cther net income (expenses) 1 - ns.
Impairment of goodwill - - .
Profits (losses} from disposals of investments B - -
Net provisions far risks and charges -1 1 ns.
Pre-tax operating profit 148 142 +4.2
Taxes for the period -45 -56 -19.6
Profits (fosses) on discontinued operations - - -
Integration charges net of tax - . -
Profit attributable to minority interests - - -
Net profit 103 86 +19.8
ALLOCATED CAPITAL (€/mil) 674 526 +28.1
RATIOS (%)
Profitability 15.3 16.3
Cost / tncome ratio 18.4 18.0
31/12/2006 31/12/2005 Change
3112063112005
(%)
OPERATING DATA (€/mil)
Net loans o cusiomers excluding NPLs 20,067 20,757 -3.3
Disbursements in the period 6,774 6,302
Customer securities investments {stock) 7370 5,880 +25.3
Subscription of securities issued by customers (flows) 2,353 1,500
OPERATING STRUCTURE
Employees 239 212 +12.7
Domestic branches (2) 4 4 -

{1} Data reworked to take into account the changes in rmethodofogy lor calculating the econornic eapital.
{2) The figure refers to the central operating oftices of Banca QP! and does not include the regional offices (16) of the Public Authorities and Entities Division dfs-

tributed throughout Roly.
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ftalian law specialized in initiatives of public-private partnerships.
Direct investments amounted to over 70 million and FIN.OPI
dosed some important operations, in particular in the sector of
local utilities, acquiring significant shareholdings in the listed com-
pany Acegas-APS (16.6 million), in the Emilian company Enia
{18.1 million) and in the Gorizian company RIS Isontina (3.1 mil-
lion}. During the year FIN.OP! also executed the merger between
its own partiafly-controlled companies AEM Torino and AMGA
Genova, which gave birth to the new IRIDE S.p.A..

In 2006 the quotations of partially-owned utilities maintained a
positive trend, over-performing the indices of the sector, especial-
ly Hera which appreciated by over 46% on an annual basis.

In the sector of infrastructures and transportation FIN.OPI ful-
filled its commitment in the Henderson PFl Secondary Fund (a
fund established under English law that invests in PPP projects in
Europe) with a final payment of 6.5 miliion; it participated in the
capital increase promoted by the partially-owned French com-
pany Transdev by subscribing to a share of approximately 5.6
million. It also acquired new shares in Autostrada Brescia-
Padova, for a value of 2.2 million, bringing its own stake to 6%
of the capital.

In the field of renewable energies, FIN.OPI collaborated with qual-
ified operators in the sector for the development of new invest-
ment opportunities, and offered its own know-how in providing
consultancies to other companies aof the Group.

Other Activities

The merger by incorporation of Sanpaolo IMI Private Equity into
IMI Investimenti took effect on 30 September 2006.

This merger created a single pole for the management of the
Group’s equity investment business, financed both with own cap-
ital and resources obtained from the market, which is intended to
function as a single, qualified center dedicated to identifying,
managing and monitoring investments in the capital of industrial
businesses and service companies.

In 2006, the management of the portfolio of investments directly
held by the subholding IMI Investimenti, financed with the com-
pany's own capital and aimed at medium/flarge companies, was
involved in large operations. Among these were: the transfer of
the entire stake held in Fincantieri (1.97%); participation in the
concert party, guided by Banca Intesa, which acquired from the
Bracco group the entire capital of Esaote; the adhesion to the cor-
parate reorganization that led to the concentration of infracom
ltalia into Infragruppo. in which IMI Investimenti holds a 21.7%

stake; the transier of the entire stake in Aeroporto G. Marconi of
Bologna (2.2%); the transfer of the entire stake in SAVE (2.17%);
the partial realization on the stock market of the stake held in
Engineering.

At the end of the year Synesis, the financing company partially
owned by IMI Investimenti and by another three primary banks
with a stake of 25% each, demobilized the shareholding into Fidis
and in the first few months of 2007 will distribute the liquid assets
it collected to its shareholders.

Lastly the subsidiary LDV Holding established the procedures for
the realization of the intervened exercise of the put option for
majority shareholders on the 20% stake held in AEFFE.

Activity was especially fively for the closed-end funds managed by
two subsidiary asset management companies {SGR), Sanpaolo IMI
Investimenti per lo Sviluppo, which manages the Fondo
Mezzogiorno (Southern ltaly Fund), and Sanpaolo IMI Fondi
Chiusi, which manages the Fondo Centro Impresa (Central haly
Corporate Fund} and Fondo Nord Ovest Impresa (Northwestern
Italy Corporate Fund) with a total commitment of 100 and 80 mil-
lion euro respectively. These funds, which are financed with capi-
tal collected mainly on the market, operate in the private equity
field, and are aimed at small/medium companies with a territorial
focus on the respective areas of competence and dedicated teams.

During 2006 the Fonde Mezzogiorno completed three new
investment operations for a total of 20.5 million euro. Since its
foundation, the stakes it has acquired in southern companies
have grown to eight, for a total value of 43.8 million euro. In the
course of 2006 the fund also made its first two disposals, result-
ing in capital gains amounting to 10.3 million euro.

As regards closed-end multi-regional funds managed by Sanpaoclo
IMI Fondi Chiusi $GR, during the year the Fondo Centro Impresa
concluded four investment operations for a total of 19.9 million,
while the Fondo Nord Ovest Impresa completed two investment
operations for a total of 8.2 million.

Finally, the fund established under international lavs, SIPEF I, fin-
ished demobilizing its residual assets. In 2007 actions will be
taken to distribute the liquid assets to investors and conseguent-
ly the management companies of the Fund (the Luxembourg
Sanpaolo IMI Equity Management S.A. and the London-based
Sanpaolo IMI Management Ltd) will be wound up.

The decrease in revenues seen in the comparison of the two years
was due to the realization in 2005 of the already mentioned
extraordinary capital gains from the disposal of ltalenergia Bis.




Savings and Assurance: Eurizon

The area of operation of Eurizon Financial Group, the sub-
holding company responsible for the Savings and Assurance
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sector, includes the insurance business run by EurizonVita, the
asset-gathering activity performed by Banca Fideuram's net-
work of financial planners serving customers with
medium/high savings potential, and asset management con-

Savings and Assurance
2006 2005 Change
o forrna 2006 / 2005
(1) pro forma {%)
STATEMENT OF INCOME (€/mil)
Net interest income 85 49 +73.5
Net commissions B41 782 +7.5
Incorme from dispesals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities 4 +50.0
Dividends and income from other finandal assets and liabilities 2 18 -B8.9
Profits (losses) on equity shareholdings 1 - n.s.
Income from insurance business 449 418 +7.4
Total operating income 1,384 1,271 +8.9
Net adjustments to loans 2 1 +100.0
Net adjustments to other financial assets -7 - mn.s.
Net operating income 1,379 1,272 +8.4
Personne! ¢osts -254 -208 215
Qther administrative costs -291 -249 +16.9
Net adjustments to tangible and intangible assets -29 -34 -14.7
Operating costs -574 -492 +16.7
Other net income (expenses} 1 22 -955
impairment of goodwill - -1 -100.0
Profits (losses) from disposals of investments - - -
Net provisions for risks and charges -84 -91 -29.7
Pre-tax operating profit 742 710 +4.5
Taxes for the period =152 -162 -5.2
Profits (losses) on discontinued operations -28 -36 -22.2
Integration charges net of tax - - -
Profit attributable to minority interests -53 -55 -3.6
Net profit 509 457 +11.4
REVENUES FROM THE SECTOR {€/mil) 1,384 1,271 +8.9
RESULTS OF THE SECTOR {&/mil) 742 710 +4.5
ALLOCATED CAPITAL (€/mil} 1,513 1,333 +13.5
RATIOS (%)
Profitability 33.6 343
Cost / Income ratio 415 38.7
31/12/2006 31/12/2005 Change
pro {onma 311206-31/12/05
N pra farma {%e)
OPERATING DATA (€/mil)
Assets under management (2) 192,563 185,601 +3.8
Total interest-earning assets 9,252 6,460 +43.2
Total interest-bearing liabilities 8,252 5.780 +42.8
QOPERATING STRUCTURE
Employees 2,850 2,609 +9.2
financial planners 4,216 4,150 +1.6
Domestic branches 95 91 +4.4

(1) Data reworked to take inlo accouni the changus in scope of the Sector (inclusion of assot managernent activities).
(2) Include asset managernent, asset adrninistration, maragement of institutional custorners and third parties and direct deposits inked to asset management oper-

ations.
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ducted through Eurizon Capital {formerly Sanpaclo IMI Asset
Management),

In 2006 the Sector cbtained a net profit of 509 million euro, up
11.4% from last year. More specifically, the total operating
income showed an increase of 8.9% due to the greater revenues
produced by all of the companies in the area of consolidation.
The sharp increase in the net interest income and the growth of
income from insurance business are attributable to the new
investment management policies for the company’s own portfo-
lios and the branch | and V portfolios. This caused a decrease in
investments in liquidity, also as a result of the fiabilities duration
profile. The increase in the income from insurance business is
even more significant if it is remembered that in the course of
2006 it absorbed the negative impact of the anticipated adop-
tion of the mortality tables. Net commissions grew as a result of
the increase in overall volumes. Cperating costs, up 16.7%, are
correlated to the reinforcement of the governance and operating
structure of EurizonVita and the siart of new planning activities

by Banca Fideuram. Operating costs were also impacted by the
casts of extraordinary operations related to the variations in the
scope of the Sector as well as those connected to the PO of
furizon. Provisiens for risks and charges, down with respect to
2005, also include the non-recurring provisions posted by Banca
Fideuram regarding the disposak of the subsidiary Fideuram
Wargny.

As for operating figures, assets under management totaled 192.6
billion euro, up 3.8% from the end of December 2005.

The capital absorbed by the Sector, which makes up 12% of the
Group's capital, amounted te 1,513 millien euro, up 13.5% from
2005 mainly because of the greater absorptien by the insurance
companies and the increase in the stake held by Banca Fideuram
at the end of 2006 as a consequence of the PPO launched by
Eurizon. Net profit, making up 24% of the consolidated profit,
alsa showed a rising trend. Profitability reached 33.6%, substan-
tially in line with that of 2005.



EurizonVita

The activities of 2606 focused con:

* revising and repositioning the product range;

* creating a distribution network dedicated to individual assur-
ance;

* honing investment portfolio management strategies;

* collaborating in the development plans of the Eurizon groug;
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* implementing projects aimed at improving management and
control.

The primary objective in revising the product range was to maxi-
mize the insurance and assurance components of the products
offered in an attempt to help customers choose more suitable
instruments in terms of coverage needs and with timelines more
in tune with the characteristics of insurance saving.

EurizonVita
2006 2005 Change
pro lorma 2006 / 2005
N pro forma {%)
STATEMENT OF INCOME (€/mil)
Net interest income - - -
Net commissions - - -
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities - - -
Dividends and income from other financial assets and liabilities - - -
Profits (losses) on equity shareholdings - - -
Incorme from insurance business (2) 450 418 +7.7
Total operating income 450 418 +1.7
Net adjustments to loans 1 2 -50.0
Net adjustments to other financial assets -7 - n.s.
Net operating income 444 420 +5.7
Personnel costs -74 -30 +146.7
Other administrative costs -80 -60 +50.5
Net adjustments to tangible and intangible assets -14 -4 ns.
Operating costs -178 -84 +89.4
Other net income {expenses) 83 17 ns.
Impairment of goodwill - -1 -100.0
Profits {losses) from disposals of investments - - -
Net provisions for risks and charges -1 -17 -84.1
Pre-tax operating profit 348 325 +7.1
Taxes for the period -101 -03 +8.6
Profits {losses) on discontinued operations - - -
Integration charges net of tax - - -
Profit attributable to minority interests - -4 ns.
Net profit 247 228 +8.3
ALLOCATED CAPITAL (€/mil) 932 889 +4.8
RATIOS (%)
Profitability 26.5 256
Cost / Income ratio 39.6 225
31/52/2006 31/12/2005 Change
31/12/06-31/12/005
(%)
OPERATING DATA (€/mif)
Life technical reserves and financiat liabilities 45,285 44,489 +1.8
- life technical reserves 22,346 22,087 +1.2
- life financial fiabilities 22,639 22,402 +2.4
Life net flows 300 3,595
OPERATING STRUCTURE
Ernployees 1,117 474 +135.7

(1} Data reworked 1o take into account the structural rearganization of the holding of the Eurizon group,
(2} Alf the Company’s operative revenues are recorded under *income from insurance business®.
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Activities carried out on the range regarded products dedicated to
the Group’s banking network as well as those destined to the pri-
vate bankers channel. Among the first is the launch of the new
Irish unit-linked multi-manager policy "Sanpaole All” and the re-
valuable single-premium policy “Sanpaaclo Futura®. Moreover two
new products have been designed for 2007: "Sanpaoclo All Gold”
and "Sanpaolo Futura Continua” which allow holders of life
insurance policies about to expire to continue a savings/invest-
mem plan without having to take on the initial charges again. For
the network of financial planners the new unit-linked "Fideuram
Suite” policy was launched which introduces multi-manager lines
in the sphere of Banca Fideuram’s offer.

Particular attention was also given to assurance 1o exploit the mar-
ket development opportunities arising from the nevy socio-demo-
graphic situation and the reform of the Italian pension system,
making use of product innovation and the strengthening of spe-
dialized customer advisory services. More specifically, at the end of
the year a project was started in EurizonVita to set up a direct dis-
tribution network with the recruitment of “assurance specialists”.
At the end of January 2007, the EurizonVita network had 73 active
salespersons and six physical points on the territory. Moreover, all
the insurance products sold by the Group's banking networks were
adapted to the new legislative provisions and commercial needs.
Lastly EurizonVita developed, in collaboration with Eurizon Capital,
an offer 10 manage the guaranteed lines of pension funds that is
unigue on the market. it exploits the strong integration between
the two companies and sees EurizonVita as manager of the guar-
antees and Eurizon Capital as a manager of the assets.

The hening of investment portfolio management strategies was
mainly effected through portfolio hedging plans with the aim of
protecting the return levels of separated management, together
with the analysis and support tools.

Co-operation in the development of the Eurizon group com-

prised:

* acquisition of total control over BurizonTutela (formerly Egida),
by exercising the call option on 50% of the share capital held
by Reale Mutua; this required starting a project aimed at sup-
porting the progressive undertaking of activities previously
outsourced to the latier;

+ rationalization of the companies operating in the casualty
branches through the merger by incorporation of Fideuram
Assicurazioni into EurizonTutela;

s integration of the IT and back office activities of Banca
Fideuram into Universo Servizi, 95% controlled by EurizonVita,
for a more efficient management of the technological platform.

Projects aimed at improving management and control mainly

involved the creation of the FAP {Financial Analysis Program) sys-
tem, to measure value and risk, manage the AtM and the portfo-
lio tactics; the creation of an integrated system for the manage-
ment of consolidated accounts; the launch of a project for the
implementation of an ERP (Enterprise Resource Planning) system
for administrative and accounting issues and the management of
the liability cycte; the development of datawarehousing systems
for marketing analyses; the gradual integration of IT systems into
the Universo Servizi platform, and the implementation of the IT
system for the casualty branches.

EurizonVita's contribution to consolidated profit amounted to 247
million euro, 8.3% up from 2005.

The increase in profits is to be seen in the light of the growth in
income from insurance business that rose from 418 to 450 million
euro, up 7.7%. This result was achieved thanks to the positive
trend of the financial component that benefited on the one hand
from the increase in the overall volumes and on the other hand
from the improvement in the retumns of the separate manage-
ments attributable to the longer duration of the assets and the
greater utilization of the equity compartment. Income from insur-
ance business for 2006 also suffered from the negative effects,
quantifiable at approximately 33 million euro before taxes, deriv-
ing from the anticipated adoption of the mortality tables to the
new demographic bases involving larger provisions to reserves.
Operating costs rose from 94 to 178 million euro. The trend is
attributable to the launch of the new sales network as well as to
the effect of incorporation of the company branch that deals with
IT services which was transferred from Banca Fideuram to Universo
Servizi. Costs were also compensated by the increase in other net
income, which rose from 17 to 83 million euro, mainly due to fees
paid by Banca Fideuram for services rendered by Universo Servizi.

58% of the securities portfolio, totafing 47,285 million euro, is
made up by securities designated as at fair value, mainly for
unit- and index-linked products; available-for-sale securities
account for 41%, mainly for revaluable policies, and the remain-
ing 1% is comprised of financing and loans. The insurance poli-
cies portfolio totaled 45,837 million euro, comprising 22,346
million euro in life technical reserves, 22,939 miliion in financial
unit- and index-linked policies classified as deposits, 315 million
in specific asset policies, 127 million in open-end pension funds
classified as insurance products, and 110 million in technical
reserves for the casualty branches. At the end of 2006 the
reserve for valvation of available-for-sale financial assets
amounted to 34 million euro against the 91 million euro of
December 2005 due to the increase in interest rates and the
decrease in capital gains on bond securities, though partially
mitigated by the collar hedges.



Banca Fideuram

In the course of 2006 the activities of Banca Fideuram were aimed
mainly at rationalizing its own structure, in line with the logic of

integration and ¢reation of synergies within Eurizon.

Banca Fideuram
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On 21 August, as described in more detail in the chapter "Action
points angd initiatives in the year”, Eurizon launched a voluntary
total-stake public purchase offer on the shares of Banca Fideuram.
After the offer, Eurizon, which held 92.5% of the share capital of
Banca Fideuram, was required to make a residual offer on the

2006 2005 Change
2006 / 2005
)
STATEMENT OFf INCOME (€/mil)
Net interest income 79 45 +75.6
Net commissions 600 587 +2.2
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities 4 +50.0
Dividends and income from other financial assets and liabilities 2 18 -88.9
Profits (losses) on equity shareholdings - - -
income from insurance business - - -
Total operating income 687 654 +5.0
Net adjustments to loans 1 -1 n.s.
Net adjustments to other financial assets - - -
Net operating income 688 653 +5.4
Personnel costs -120 -137 -12.4
Crther administrative costs 205 -142 +44.4
Net adjustments to tangible and intangible assets -2 -27 -55.6
Operating costs -337 -306 +10.1
Other net income {expensas) -4 3 ns.
Impairment of goodwill - - .
Profits (losses) from disposals of investments - - -
Net provisions for risks and charges -61 71 -14.1
Pre-tax operating profit 286 279 +2.5
Taxes for the period -33 -52 -36.5
Profits {lesses) on discontinued operations -28 -36 -22.2
Integration charges net of tax - - -
Profit attributable to minority interests -53 -5 +3.9
Net profit 172 140 +22.9
ALLOCATED CAPITAL (&/mil) 496 368 +34.8
RATIOS (%)
Profitabifity 34.7 38.0
Cost / Income ratio 491 468
3141212006 3111212005 Change
31/12/06-31/12/05
) (%)
OPERATING DATA (€/mil)
Assets under management (1) 67,591 64,312 45.1
Assets under management (net flow) (1) 1,818 1,222
Asset management 52,052 50,328 +3.4
- mutual funds and fund-based portfolio management 37,327 35,600 +4.9
- portfolio management 598 662 -9.7
- lHe technical reserves and financial liabilities 14,127 14,066 +0.4
Net asset management flows 681 931
Asset administration 12,165 §1,313 +7.5
Total interest-earning assets 9,252 6,460 +43.2
Total interest-bearing liabilities 8,252 5,780 +42.8
OPERATING STRUCTURE
Employees 1,131 1,681 -32.7
Financial planners 4,215 4,150 +1.6
Domestic branches 95 91 +4.4

(1) Inciude asset managerment, asset administration and direct deposits i relation to asset management transactions.
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entirety of the ordinary shares not yet in its possession. The offer
was concluded on 13 January 2007, making Eurizon the holder of
98.7% of Banca Fideuram’s capital: within four months after con-
clusion of the residual offer, Eurizon will exercise its right to pur-
chase (squeeze out) the residual shares. On 24 January 2007 Borsa
ltafiana arranged the delisting of the Banca Fideuram shares.

In order to favor the creation of synergies in the Eurizon group, in
2006 the [T functions and operations were centralized within one
company controlled by EurizonVita: Universo Servizi. In May
Banca Fideuram transferred to the latter the company branch per-
taining to IT and back-office services by undertaking a 5% stake.

Regarding product development, during the year the multi-
branch individual assurance plan "Progetto Pensione” was creat-
ed; the selling of the unit-linked policy “Fideuram Suite”™ was
begun; the two portfolio management products, “Equipe” and
“Synthesis”, were promoted, the former with a multi-manager
approach and the latter with the introduction of different types of
assets into the management; the promotion of the fund of funds
" Advanced Capital 1", dedicated to high net worth custemers,
and the new “Stars” certificates was begun.

As regards the assessments regarding the possible opportunities
for disposal or reorganization of the French grouping Fideuram
Wargny, it is worth noting that as at the dosing of the year the
sale process did not have a positive outcome. Nonetheless, as part
of the process, at the end of June the company branch dedicated
to the online brokerage activities of Banque Privée Fideuram
Wargny was sold.

Owing to the interruption in the negotiations with Euroland
Finance, which had been identified as a possible purchaser of
Banque Privée Fideuram Wargny, the opportunity was evaluated
for starting the winding up process of Banque Privée and its sub-
sidiary Fideuram Wargny Gestion S.A., though it will be attempt-

ed to valorize the corporate assets to @ maximum, for which inter-
est witl be expressed by potential counterparties.

On & September 20086 the bank’s Board of Directors deliberated
to proceed with the setting up of Euro-Tresorerie, a treasury com-
pany directly controlled by Financiére Fideuram and dedicated to
managing part of the financial assets owned by Banca Fideuram.

The abovementioned operative decisicns involved the need to
consolidate line-by-line Financiére Fideuram, Euro-Tresorerie and
Fideuram Wargny Gestion SAM, previously recorded under “prof-
its on discontinued operations”.

The good performance of transactions in 2006 compared to last
year benefited from initiatives aimed at steering customer port-
folios towards a mix of products with higher added value. At the
end of December 2006, assets under management were up
5.1% over a 12-month period and reached 67.6 billion euro. This
figure was influenced by an increase in the volume of assets
under management thai generate recurting commissions. The
5% rise in total operating income is attributable to higher net
interest income and greater commission revenues resulting from
the growth in average volumes dealt. The increase in revenues,
along with a reduction in provisions for risks related to legal dis-
putes, more than offset increased operating expenses. The
increase in the latter was due to the increase in other adminis-
trative costs due to the impact of new project initiatives, extraor-
dinary transactions related to Eurizon's Public Offer on Banca
Fideuram's stock, and strengthening of the internal control sys-
tem in compliance with the *Sarbanes Oxley Act”. The contribu-
tion to the Groups net profit was 172 million euro, up 22.9%
from 2005, Profitability, expressed in terms of RoE, was 34.7%
as opposed to the 38% of 2005. This drop is attributable to the
increase in capital allocated at the end of December 2006 con-
sequent to the already mentioned increase in the share held in
the company.



Eurizon Capital

Eurizon Capital SGR (formerly Sanpaclo IMI Asset Management)
is the Group company specialized in providing collective and indi-
vidual asset management products, both to the Group's internal
banking networks and to institutional investors. Eurizon Capital
controls the subsidiaries Eurizon Capital (Luxembourg) and
Eurizon Alternative Investments, the former set up to promote
funds under Luxembourg law and the latter to manage alterna-
tive funds.

Eurizon Capital
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As outlined in greater detail in the section "Action points and ini-
tiatives in the year”, on 30 june 2006, the act of conferrat of the
asset management operations carried out by Eurizon Capital to
Eurizon was signed.

In the course of the year the range of offers was affected by
numerous rationalization and reinforcement initiatives.

Regarding the financial management products and insurance
guarantees offered in collaboration with EurizonVita, in the year

2006 2005 Change
2006 / 2005
(%)
STATEMENT OF INCOME (€/mil)
Net interest income 5 4 +50.0
Net commissions 241 185 +23.6
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities - - -
Dividends and income from other financial assets and liabilities - - -
Profits (losses) on equity shareholdings - - -
Income from insurance business - - -
Total operating income 247 199 +24.1
Net adjustments to loans - - -
Net adjustments to other financial assets - - -
Net operating income 247 199 +24.1
Personnel costs -43 -42 +2.4
Other administrative costs -48 -46 +4.3
Net adjustments 1o tangible and intangible assets -3 -3 -
Operating costs -94 -91 +3.3
Other net income (expenses) 3 4 -25.0
Impairment of goodwill - - -
Profits (losses) from disposals of investments - - -
Net provisions for risks and charges -2 -3 -33.3
Pre-tax operating profit 154 109 +41.3
Taxes for the period -33 -17 +94.1
Profits (iosses) on discontinued operations - - -
integration charges net of tax - - -
Profit attributable to minority interests - - -
Net profit 121 92 +31.5
ALLOCATED CAPITAL (€/mil) 85 76 +11.8
RATIOS (%)
Profisability 1424 121.1
Cost / Income ratio 381 45.7
3111212005 3141212005 Change
31/12/06-31/12005
(%)
OPERATING DATA (€/mil)
Assets under management (1) 121,261 118,752 +2.1
Asset management 79,962 78,697 +1.6
- mutual funds and fund-based portfolic management 74,926 74,437 +0.7
- portfolio management 5,036 4,260 +18.2
OPERATING STRUCTURE
Employees 477 454 +5.1

(1) Include management of imtititional custorners and third parties.
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the passage of open-end pension funds from Eurizon Capital to
EurizonVita was concluded; this transfer involved the birth of a
new organizational model that sees Eurizon Capital in the role of
a financial manager and EurizonVita in the mwle of provider of
financial and insurance guarantees.

As regards portiolio management, the offer was developed to
carry out investment solutions that are more in tune with the
needs of cusiomers who have shown considerable interest in
defensive management lines associated with products character-
ized by a high service level. In particular, for the private segment
the portfolic management “GP PrivateSolution” was enriched
with new components to increase its flexibility to better meet the
increased need of investors for persanalization; for personal cus-
torners the multimanager range was completed thraugh the new
profiles characterized by a reduced exposure to stock markets.

With regard to mutual funds, attention was given to developing
total return management products as well as to enriching the
portfolio of products with multi-manager solutions. More specifi-
cally in 2006 two new absolute return compartments ("ABS
Attivo" and "ABS Prudente”) of the Luxembourg Sanpaclo
International Fund were launched; the new multi-manager fund
of funds "Sanpaclo Manager Selection Fund” was marketed; the
umbrella fund " Eurizon Capital Alpha Fund” was set up, dedicat-
ed to institutional customers and comprising four compartments;
approval was obtained for setting up a guaranteed mutual fund
named “Sanpaclo Garantito Giugno 2012”, the placement of
which will start in the second quarter of 2007, dedicated to retail
customers who want to actively participate in the financial mar-
kets through a managed product while maintaining a guarantee
on the pmiection of their invested capital. In the area of the
strategies for protecting the commercial opportunities offered by
the market of asset management, at the end of 2006 a service
was activated for selecting the best funds managed by the princi-
pal international management companies for private customers,
consisting of making avaitable to the distribution network the
accomplished skills of the Eurizon Capital multi-manager team.

In the area of “alternative” family products, in 2006 the private
bankers of Banca Fideuram launched the “Fideuram Alternative

Investments Fund Opportunitd” which pursues the policy of
investment for the purposes of achieving absolute positive per-
formances associated with a medium/high level of volatility. In the
area of speculative mutual funds, the speculative fund of funds
"Brera Multi-Strategy HF Selection 2" was launched and the
merger of "Brera Equity Hedge™ into "Brera Multi-Strategy” took
effect on 1 January 2007.

During the year an agreement was reached with Banco Best (a
member of the Banco Espirito Santo group) regarding the distri-
bution of Eurizon Capital funds in Portugal. The Portuguese
bank will distribute compartments of the umbrella fund
Sanpaclo International Fund to retait and institutional cus-
tomers.

Finally, two foreign branches of Eurizon Capital {(Luxembourg)
were opened, one in Santiage and one in Singapore, to promote
the placement of mutual funds under Luxembourg law and devel-
op future commercial initiatives in those regions.

At the end of December 2006, assets under management totafed
121.3 billion eure, a rise of 2.1% on an annual basis. Asset man-
agement recorded a 1.6% increase thanks in particular to the per-
formance of fund-based portfolic management and portfolio
management.

In 2006 the total operating income, 247 million euro, was up
24.1% from the previous year thanks to the increase in commis-
sion revenues received for the collective and individual asset man-
agement activities. The contribution to net Group profit came to
121 million euro, up 31.5% compared to last year.

The improvement in efficiency can be seen in the cost/income
ratio, down 38.1% from the 45.7% of 2005.

RCRAC was 142.4%, in line with high values characteristic of this
business line, due to limited absorption of capital compared to the
considerable volumes of assets managed by the company and
placed by the gaographically widespread banking networks of the
Group. Profitability grew in comparison with the previous year
due 1o the increase in cantribution to Group profit.




Central Functions

Central Functions covers holding activities, finance, management
of sharehecldings (including Group shareholdings in Cassa di
Risparmio di Firenze and Banca delle Marche), Group credit poli-
cies, and the Macchina Operativa Integrata (Integrated Operating
Vehicle). Group bodies responsible for the governance, support
and control of other Group Business Sectors constitute the main
component of Central Functions,

Income results therefore reflect the transversal nature of Central
Functions, which sustains costs using a centralized system and on
behalf of other Group companies, only partizlly charging them
back to the business units, as previously described in "Criteria for
caleulating the profitabitity of the Business Sectors”,
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The Centra!l Functions registered & pre-tax operating profit of 84
million euro compared with the loss of 172 million euro of the
previous year. This improvement is mainly attributable to the div-
idends and results of other financial activities carried aut in the
year, including non-recurring components, amongst which cap-
ital gains amounting to 228 million euro deriving from the sale
of ixis Asset Management Group and Ilxis Corporate &
Investment Bank, only partially counterbalanced by the provi-
sions for risks and charges effected in 2006 by the Parent Bank
as protection of the risks connected to guarantees given to the
Group tax collection companies, even after sale of these to
Riscossione S.p.A.. Centra! Functions showed a loss of eight mil-
lion due to the inclusion in the accounts of 2006 of 341 million
of expenses, after taxes, for the merger between Banca Intesa
and SANPAOLO IMI.
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Secondary Reporting

In accordance with the management approach and the crgani-
zational decisions of the Group, secondary reporting as
required by 1AS 14 is based on the disclosure of information by
Geographical Sectors. Below is 3 summary report of the main

operating data divided into Italy, Europe and the rest of the
world, 86% of the revenues come from ltaly; regarding invest-
ment costs, the significant growth is principally due to the
goodwill of recenily acquired banks (Bank of Alexandria,
Panonska Banka, Cassa dei Risparmi di Forli, Banca lalo
Albanese).

lraly Eurepe  Rest of the world Group tolal
REVENUES FROM THE SECTOR {€/mil) (1)
2006 7,822 1,185 91 G,098
2005 pro forma (2) 7.303 843 55 8,201
Change 2006 / 2005 pro forma {%) +7.1 +40.6 +65.5 +10.9
COST OF PROPERTY, FIXTURES AND FITTINGS, EQUIPMENT
AND INTANGIBLE ASSETS ACQUIRED IN THE PERIOD (€/mil) (3)
2006 744 184 1,112 2,040
2005 385 24 - 409
Change 20056 / 2005 (%) +593.2 n.s. n.s. n.s.
TOTAL INTEREST-EARNING ASSETS (€/mil) (4)
31/4272006 195,508 17,270 7,046 223,824
31/12/2006 restated (5) 196,472 12,942 7,046 216,460
31/12/2005 167,541 11,631 6,596 185,768
Change 31/12/2606-31/12/2005 (%) +19.1 +48.5 +6.8 +20.5

{1) Total operating income.

{2} Data reworked to take into account the exit of GEST Line from the scope of consolidation,
{3) This includes: acguisitions and capitalized improvement expenses for tangible assets (and, buillings, fistures and fittings, electrical equipment and other); purchase

of intangible assets and incroases in internal intangible assets.
{4} Excluding Banca IMI group.

{5} Figgures restated excluding Cassa dei Rispanni i Forll, Panonska Banka, Bark of Alexaridria and Banca itale Alhanese, which entered the scope of consolidation in

2006.




Developments after
the end of the year

2007 saw moderate growth in the real economy and gradual
deceleration in the growth of banking income, consistent with
a rise in interest rates and expectations of slower growth in the
real economy.

In particular, concerning developments in business credit for
financing current assets and production investments, forecasts
show a graduzl re-entry from the growth spikes seen at the end
of 2006, even if the demand outlook is still considerable, Starting
from the second half of 2007, an incentive to turn to bank financ-
ing might come from the fact that companies with more than S0
employees will not be able to tap into employee termination
indemnities. At the same time, the dynamics of household loans
will be affected by the rise in interest rates and stricter property
tax policies wilt be felt (rise in property tax and IC] rates, limits 1o
tax-breaks for renovations) as well as slower growth rates in real-
estate prices. Against these limitations, families will continue to
make considerable use of financing, considering the wide gap in
the European average in the use of consumer credit, continuing
innovation in services offered, which are designed 1o have increas-
ing flexibility and tailored products, and expansion in the market
of potential borrowers,

The high growth rate in bank funding activity seen at the end of
last year points to a gradual re-entry in 2007. The main factor to
control deposits is the continuing rise in monetary interest rates
which should, in particular, timit sight deposits. Forecasts also indi-
cate that bond placement will slow down, mainly due to lower
growth rates in long-term financing. Considering these limiting
factors, a possible realignment in financial income taxation might
also stimulate a temporary recovery in sight deposits and certifi-
cates of deposit.
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Even if growth rates have slowed, trends in traditional dealing
activities will provide a positive contribution to income in the
banking industry. In particular, also thanks to the recovery in the
average level of spreads in money management, the dynamics of
interest margins should further consolidate in 2007.

At the same time, there should be moderate growth in revenues
from services, which would reflect an unfaverable trend in asset
management and increasing competition in prices for services
related to current accounts, Concerning eperating costs, the out-
look shows limited growth in line with trends of recent years: cost
control will continue to be an important lever to create value.

Concerning value adjustments and prudential aliocations, the
behavior of banks should continue to be alert, but no tighter than
20086, ako in consideration of the fact that good levels of eco-
nomic activities will help limit the risk of lowering the quality of
household loans and business credit.

To sum up, industry accounts for 2007 should confimm that the
foundations of italian banks are solid, which was already seen in
2006: increasing profitability, thanks to higher revenues and oper-
ating costs under contro!, high quality credit and solid capital levels.

The beginning of this report mentioned the pillars of the 2007-
2009 business plan, the first one for the new bank Intesa
Sanpaolo. The specific goals and operating plans, as well as the
objectives for 2007, will be approved by the Management Board
during their next session. Shareholders and the market will be
fully informed of them.

Turin, 23 March 2007
The Management Board
Intesa Sanpaolo S.p.A.
Milan, 14 April 2007
The Supervisory Board
Intesa Sanpaoclo S.p.A.
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Consolidated balance sheet

Part/Sectian of the ASSETS 314122006 3141242005
Explanatory Noles (&/mil} {€/mil)
B/Ass/1 10. Cash and cash equivalents 1,534 1,107
B/Ass/2 20. Financial assets held for trading 23,923 25,037
B/Ass/3 30. Financia! assets designated as at fair value 20,685 22,528
B/Ass/4 40. Available-for-sale financial assets 35,828 29,837
B/Ass/S 50. Financial assets held to maturity 2,872 2,535
B/Ass/6 60. Loans to banks 30,058 28,836
B/Ass/7 70. Loans to customers 157,800 139,507
B/Ass/B 80. Hedging derivatives 1,020 435
B/Ass/9 90. Fair value changes of generically hedged financial assets {+/-} -
B/Ass/10 100.  Equity shareholdings 893 819
B/AsS/11 130.  Technical insurance reserves attributable to reinsurers 45 29
B/Ass/12 120.  Tangible assets 2,951 2,177
B/Ass/13 130. Intangible assets 2,305 1,008
of which:
- goodwill 2,023 756
B/Ass/14 140, Tax assets 2,680 2,728
a) current 902 938
b} deferred 1,788 1,740
B/Ass/15 150.  Non-current assets and discontinued operations i76 220
B/Ass/16 160,  Other assets 5,768 6,455
Total assets 288,551 263,258
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ParvSectian of the LIABILITIES AND NET SHAREHOLDERS' EQUITY 317122006 3141272005
Explanatary Notos (€/mal) (€/mil}
B/Liabv1 10. Due to banks 38,913 35,682
B/liab/2 20. Due to customers 105,493 92,306
B/liab/3 30. Securities issued 55,914 46,985
Bfliab/4 40. Financial liahilities held for trading 9,664 11,342
B/liabvs 50. Financial liabilities designated as at fair value 26,157 25,939
B/liab/s 60. Hedging derivatives 1,019 730
B/Liab/7 70, Fair value changes of generically hedged financial liabilities (+/-) (a7 (35)
B/Ass/14- 80, Tax liabilities 969 860
B/Liab/8 a) current 413 216

b) deferred 556 644
B/Liabvs 90. Lizbilities on discontinued operations 165 164
BUab/10 100, Other liabilities 9,949 10,573
B/Uab/11 110,  Provisions for employee termination indemnities 1,006 1,001
B/liab/12 120, Provisions for risks and charges: 2,268 1,882

a) post-retirerment benefit obligations ERD 425

b) ather provisions 1,957 1,457
Bliabv13 130, Technical reserves 22,540 22,113
8/liabv14 140, Valuation reserves 1,595 1,286

a) available-for-sale financial assets (+/-) 1,610 1,157

b} tangible assets (+) - -

¢} cash flow hedge {+/-} (3) (18)

d) special revaluation laws 109 346

€) other (121) (199
Bialvia 150, Redeernable shaies - -
B/liabv15  160.  Equity securities - -
B/Liab/15 170.  Reserves 4,512 4,298
B/iab/15  180.  Share premium 767 769
B/liabv1s  190. Capital 5,400 5,239
B/liab/15  200.  Own shares () (84) (92)
B/liab/i6  210.  Minority interest {+/-) 253 233
B/liab/15 220,  Profit {loss) for the year 2,148 1,983

Total liabilities and net shareholders’ equity 288,551 263,258
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Consolidated statement of income

Part/Section of the 2006 2005 ("}
Explanatory Nates {&/rnil) {E€/milk
C/CEN 10. Interest income and similar revenues 9,837 8,234
C/CEN 20, Interest expenses and similar charges {4,914) (3,782)
30. Net interest income 4,923 4,452

C/CE2Z 40, Commission incomne 4,084 3,970
CCER 50. Commission expense (878) {754)
60, Net commissions 3,206 3,216

C/CR3 70. Dividends and similar revenues 259 475
C/CE/S 80. Profits (losses} on finandial wading activities 715 104
C/CRS 90, Fair value adjustments from hedge accounting (6 (4)
C/CEB 100.  Profit {Joss) from sale or repurchase of: 540 394
a) loans 80 57

b) available-for-sale financial assets 456 347

¢} financial assets held to maturity - -

d) financial liabilities 4 (10}

C/CRAT 110.  Netincome from financial assets and liabilities designated as at fair value (127 219
120. Net interest and other banking income 9,510 8,856

C/CEB 130.  Impairment lossesfwrite-backs 1o: (449) (445)
a) loans {(410) (449)

b} available-for-sale financial assets (53 {1

¢} financial assets held to maturity - -

d) other finandal transactions (34 (4)

140.  Net result of financial activities 9,061 8,411

C/CES 150.  Net premiums 2,865 3,569
C/CEAD 160.  Balance of other income/charges arising on insurance activities (3,469) (4,496)
170.  Net result of financial activities and insurance activities 8,457 7.514

C/CEM 180  Administrative costs: {5,010 (4,221)
a) personnel costs (3,396) (2,769

b) other administrative costs (1.614) (1,452)

C/CEN2 190.  Net provisions for risks and charges (179) [C3))
C/CEN3 200.  Net adjustmentsiwrite-backs to tangible assets (227) {239)
C/CRAA 210 Net adjustmentsAwrite-backs 1o intangible assets (174) (196)
CCENS 220 Other operating income/expenses 53 74
230  Operating costs {5,537) {4,633)

C/CENG 240  Profits (losses) on equity shareholdings 128 58
C/CENT 250  Net fair value adjustment 1o tangible and intangible assets - -
C/CEMB 260  Impairment of goodwill - (1
C/CENG 270 Profits (losses) from disposal of investments 28 16
280  Operating profit (losses) before tax from continuing operations 3,076 2,954

C/CER0 290  Income taxes for the period {B94) (919)
300  Net profit {loss) after tax from continuing operations 2,182 2,035

C/CER21 310 Profits (Josses) on disconiinued operations 20 5
320  Profit {loss) for the year 2,202 2,040

C/CR22 330 Profit (loss) attributable to minority interests (54) (57}
340 Parent Bank net profit {loss) 2,148 1,983

C/CER4 Net profit {loss) per share (euro) 1.15 1.06
C/CER4 Diluted net profit {loss) per share {euro} 1.1% 1.06

) Data restated after the adoption of IFRS 5 (see Attachrent: *Reclassification of consolidated staternent of income for 2008 based on the application of IFRS 57},
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Statement of recognized income and expense in the consolidated
financial statements

CaplionValue 2006 2005
{&/mily (e/mil
A. Capital gains (losses} during the year
1. Capital gains {losses) from seal-estate revaluation pursuant to special laws 4 3
2. Valuation reserves: {15) 456
available-for-sale financial assets {39) 459
- capital gains (losses} from valuation in net shareholders’ equity 417 807
- reallocation 1o current year statement of income 456} (348}
cash flow hedge 24 (3)
3. Exchange differences in foreign equity shareholdings (11} -
4. Actuarial profits (Josses) on defined benefit pension plans 124 (296)
5. Taxes on net shareholders’ equity and returns {45) 90
Total A 57 253
B. Consolidated net profit in the statement of income 2,202 2,040
C. Total income/expenses in the year (A+B) 2,259 2,293
Attributable to:
Parent Bank 2,205 2,236
minority interests 54 57
D. Impact of transition to accounting standards at 01/01/2006 and 01/01/2005
1. Capital gains (losses) from real-estate revaluation pursuant to special laws - 1
2. Valuation reserves: - 692
available-for-sate financial assets - 707
cash flow hedge - (15)
3. Profit reserves - (1,033)
Total D - (340}
Attributable to:
Parent Bank - 1273)
minority interests - 67
E. Total income/expenses in the year (C+D) 2,259 1,953
Attributable to;
Parent Bank 2,205 1,963

minority interests 54 (10)
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Statement of changes in consolidated net shareholders’ equity

31 DECEMBER 2005 - 31 DECEMBER 2006

Bdnce Change  Bdaweasat  Mocaion of previas Changes in the: yex Nat shae.
4 o NV year's income Change 1y Tranuictions in shérehokders” equity Frofis fomes} holders®
3WR005 open-  Thed Group  _ Reserves D reseves Wrduse B Chan Dema- Stod  for the year equity s
Thied Grogp g paries Tard Group dends Thwd  Group dowm  ordingy gein Ly optom E HNXA06
parties ha parlies ad pals _shaes  div- equly  on INYI006 Thed Group
ance other il Gop  derd  sewe own Thrd  Group partes
dioca- parties parlies detn- mits shees pals
ions bution
Caprat
2 ordnary shas W04 4443 104 4443 - - oo u - - 187 451
B3 osher shares - T - 1% - - il . - - - - End
Share prermur - T8 - T8 14 - (3% 3! n n
Reserves:
2 moxTE Bl 4,206 81 42% 13 %6 105 (10 - - - - . . ® 4502
b} othes - 2 - 2 . - - - - - - 8 - 1
Valization reserves:
2) available-for-sake (1) - 1157 - 1,15 483 1 1610
b cash How hedge - a2 L) - 1% (31
¢ pecal bws 5 3% 5 34 I FEY] 1 9
& adusnal prolds fecses) - ¥ - ¥ - B - {114
&) cther - - . . . 1] o
Ecuuty sequnties - - . - - -
Own shares e o I - e & B
Frokas (los) in the year 57 18€3 - 571883 03 gl 54 2148 LEPAEH
Met shareholders” equiy 233134283 3343483 hl - 0% (s 8 48 1 £ - - - g 54 2%48 1531433

(1) Valuation reserves refating (o Available-for-safe financial assets do not include the insured parties’ component attributable to valuation of products included in the

separate maragement of insurance business hadow accounting).

31 DECEMBER 2004 - 31 DECEMBER 2005

Ldance Change  Biowexsat  Allocation of prevouss Charnes @ the year
£ w0 __ WIS yE¥'s ixome Charge m Bansactions in sharetokders’ eqery
322004 open-  Thel Group Rersrvrs Dy~ Tesenvey Hew frcus: Do Chane Derie Stoch
Twed Group  ng partes Tord Grop dends  Thed  Group share dom  odnary gesin  ves opfions
perties ba. paties and partis e SEshaes dw- equty  on
ante other Thrd Group  Tid Grap  énd s own
dloci parties partiey dstre  ritiea thares
siohs butior:
Captal:
) ordnayy shams 1S 443 3 W 4an - - u - 91 104 4,443
D) other shares - 7 - 1087 - - - - - - [Fhl} - B
Shars preswain - 125 -5 - - - M b5
Reserves.
at iIngode: 0e 455,033 51 3Géb6 4 53 10 57 - - - - - - - - & 456
b) other - - - - 5 - - - - - - 3 2
Valuation reserves:
) available-for-sake 1] - -0 - - A% - 1,557
b st fhow hedge - -0y AL - @ -8
o prcal laws 4 3 1 5 343 3 5
o) aduznat profs flosses) - - - - - + {169) - {189
Erraty secumies. - . - - .
Owets shates - un (6 4n - - IR [ [{ I ]
Prot s (ioss) n the yeat 55wy < 55 VAT (8 (373 mnt 57 5523 FTERR-H
Net sharetolden” squity 182 12,3203 204 12,035 515 10 26 - B9 3 3 . - - 3 57T 1683 13313433

(1} Valation reserves relating to Available-lor-sale financial assets do not indlude the insured parties' component attributable to valuation of products included in the

separate management of insurance business (shadow accounting).



Statement of consolidated cash flows

Consolidated Financial Statements

ehmil)
INDIRECT METHOD Amount
311242006 3112/2005
A. OPERATIONS
1. Management 3514 2,488
- profit for the year (+-) 2,148 1,983
- capital gains/losses on financiat assets held for trading and on assetsfliabilities designated as at fair value {-/+) (1,498} (1,265)
- capital gainglosses on hedging activities {(++) 6 4
- impairment losseshwnite-hacks {+/-) 957 {734)
- el value adjustmentsiwrite-hacks on tangible and intangible assets {+/-} 401 438
- net pravisions for risks and charyes and other costsrevenues (+-) 649 1,492
- net premiums to be collecied (-) (18) (20}
- other unrealized insurance incamescharges (/+) 649 739
- unpaid duties and taxes (+) 240 (184}
- nel adjustimentsiwrite-backs on discontinued operations, net of 1axes {(-+/+) {20) 35
- other adjustments (+/-) -
2. Liquid assets generated/absorbed by financial assets {22,152) (12,335)
- financial assats held for trading 1.680 3,804
- financial assets designated as at fair value 2,31 2,989
- avatablefor-sale financial aisets {5,986) 3,519
- loans 1o banks: demand (875) 1,132
- #vans 1o banks: other loans 764 4,186}
- toans do custoners {18,959) (13,689)
- other asset captions {1,097) 1,129
3. Liquid assets generated/absorbed by financial liabilities 22,367 12,098
- due 10 banks: demand 233 2,594
- due to banks: other amounts due 2,998 4,795
- due 10 customens 13,187 35N
- secunities issued 8,929 (6,076)
- financia! fiabilities beld tor trading {1,678) 72
- financial hahilities designated as at fair value (493) 5148
- other liabilities (809) 1,994
Net liquid assets generated/absorbed by operations 3,729 2,251
B. INVESTMENTS
1. Liguid assets generated by 227) 172
- sale of eyuity shareholdings 28 118
- dividends recetved from eyuity shareholdings - -
- sale of financial assets held 10 matunty (337) -
- sqie of tangible assets 82 54
- sale of intangible assets - -
- sale of subsidiaries and business divisions -
2. Liquid assets absorbed by {637) (1,243}
- purchase ol equity shareholdings (139) 72)
- purchase of financial assets held to maturity - (717)
- purchase of 1angible assets {5351 208)
- purchase of imangible assets {28) (155)
- parchase of subsidiaries and business divisions 65 91)
Net liquid assets generated/absorbed by investments {364} {1,071)
C. FUNDING ACTIVITIES
- issue/purchase ot own shares 2 31}
- issue/purchase of equity securities . -
- divictend distribution and other uses (2,446) {1,406}
Net liquid assets generatediabsorbed by funding activities {2.438) (1,437}
NET LIQUID ASSETS GENERATED/ABSORBED DURING THE YEAR az7 (257)
feAmil
RECONCILIATION Arnoynt
Captions 3141272006 3111272005
Cash and cash equivalents a1 the beginning of the year 1.107 1,364
Total liquid assets generated/abnorbed during the year 427 (257)
Cash and cash equivalents: etfect of movements in exchange rates - -
Cash and cash equivalents at the eluse of the year 1,534 1,107

a3
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Consolidated Explanatory Notes

Part A - Accounting policies
A1 General information

- Section 1 — Statement of compliance with International Accounting Standards
- Section 2 - Basis of preparation

- Section 3 - Scope and methods of consolidation

- Section 4 — Events subsequent to the date of the financial statements

- Section 5 - Other aspects

A.2 Infarmation on the main aggregate values of the financial statements

- Section 1 - Financial assets held for trading

- Section 2 — Available-for-sale financial assets

- Section 3 - Finandial assets held 1o maturity

- Section 4 - Loans and guarantees issued

- Section 5 — Financial assets designated as at fair value
- Section 6 — Hedge accounting

- Section 7 - Equity shareholdings

- Section 8 - Tangible assets

- Section 9 - Intangible assets

- Section 10 — Discontinued operations

- Section 11 — Current and deferred taxation

- Section 12 - Provisions for risks and charges

- Section 13 - Debts and securities issued

- Section 14 - financial liabilities held for trading

- Sections 15 - Financial liabilities designated as at fair value
- Section 16 — Currengy transactions

- Section 17 - Insurance assets and liabilities

- Section 18 - Other information

A.3 Fair Value of Financial Instruments

Part B - Information on the consclidated balance sheet
Assets

- Section 1 - Cash and cash equivalents — Caption 10

- Section 2 — Financial assets held for trading — Caption 20

- Section 3 - Financial assets designated as at fair value — Caption 30

- Section 4 - Available-for-sale financial assets — Caption 40

- Section 5 — Financial assets held to maturity- Caption 50

- Section 6 — Loans to banks — Capticn 60

- Section 7 - Loans to customers — Caption 70

- Section 8 - Hedging derivatives — Caption 80

- Section 9 — Fair value changes of macro-hedged financial assets (+/-} — Caption 90

- Section 10 - Equity shareholdings - Caption 100

- Section 11 - Technical insurance reserves attributable 1o reinsurers - Caption 110

- Section 12 - Tangible assets — Caption 120

- Section 13 - Intangible assets — Caption 130

- Section 14 - Tax assets and liabilities - Caption 140 under assets and Caption 80 under liabilities
- Section 15 - Non-current assets and discontinued operations and associated liabilities ~ Caption 150 under assets and Caption 90 under liabilities
- Section 16 - Other assets - Caption 160
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Liabilities

- Section 1 - Due to banks — Caption 10

- Section 2 - Due to customers — Caption 20

- Section 3 - Securities issued — Caption 30

- Section 4 - Financial liabilities heid for trading — Caption 40

- Section 5 — Financial liabilities designated as at fair value - Caption 50

- Section 6 — Hedging derivatives — Caption 60

- Section 7 — Fair value changes of macro-hedged financial liabilities — Caption 70
- Section 8 - Tax liabilities — Caption 80

- Section 9 - Liabilities on discontinued operations — Caption 90

- Section 1Q ~ Other liabilities — Caption 100

- Section 11 - Provisions for employee termination indemnities - Caption 110

- Section 12 - Provisions for risks and charges — Caption 120

- Section 13 — Technical reserves — Caption 130

- Section 14 — Redeemable shares — Caption 150

- Section 15 — Group's shareholders' equity — Captions 140, 160, 170, 180, 190, 200 and 220
- Section 16 — Shareholders’ equity attributable to minority interests — Caption 210

Supplementary information

Appendix to Part B - Estimation of fair value refated to financial instruments

Part € - Information on the consolidated statement on income

- Section 1 — Interest — Captions 10 e 20

- Section 2 — Commissions — Captions 40 e 50

- Section 3 - Dividends and similar revenues - caption 70

- Section 4 - Profits {losses) on financial trading activities - Caption 80

- Section 5 - Fair value adjustments from hedge accounting — Caption 90

- Section & - Profits {losses) from disposals/repurchases— Caption 100

- Section 7 - Net income from f{inancial assets and liabilities designated as at fair value ~ Caption 110
- Section 8 — Impairment lossesfwrite-backs ~ Caption 130

- Section 9 - Net insurance premiums — Caption 150

- Section 10 - Balance of other income/charges arising on insurance activities — Caption 160
- Section 11 — Administrative costs - Caption 180

- Section 12 — Net provisions for risks and ¢harges — Caption 120

- Section 13 - Net adjustmentsAwrite-backs to tangible assets - Caption 200

- Section 14 — Net adjustmentsiwrite-backs to intangible assets — Caption 210

- Section 15 - Other operating income (expenses) — Caption 220

- Section 16 - Profits {lesses) on equity shareholdings — Caption 240

- Section 17 - Net fair value adjustment to tangible and intangible assets — Caption 250
- Section 18 — Impairment of goodwill ~ Capticn 260

- Section 19 — Profits {losses) from disposals of investments — Caption 270

- Section 20 — Income taxes for the year ~ Caption 290

- Section 21 — Profits {iosses) on discontinued operations — Caption 310

- Section 22 - Profit {loss) for the year attributable to minority interests — Caption 330

- Section 23 - Supplementary information

- Section 24 — Profit per share

Part D - Segment Reporting

Part £ — Information on risks and risk hedging policies

- Section 1 - Banking Group’s risks
- Section 2 — Insurance companies” risks
- Section 3 - Other companies” risks



Consolidated Financial $tatements - Consolidated Explanatory Notes

Part F - Information on consolidated shareholders’ equity

- Section 1 - Consolidated shareholders' equity

- Section 2 — Shareholders’ equity and regularory ratios

Part G - Business combinations concerning companies or business branches
Part H - Transactions with related parties

- Section 1 — Information on remuneration of directors and axecutives

- Section 2 - Information on transactions with related parties

Part | - Payment agreements based on own financial instruments

97




Consolidated Financial Statements - Part A — Accounting policies | 99

Part A — Accounting policies
PART A.1 GENERAL INFORMATION

Section t - Statement of Compliance with International Accounting Standards

Pursuant to article 3, para. 1, of D.Lgs. no, 38/2005, the SANPACLO IMI Group financial statements have been drawn up in accordance
with International Accounting Standards (IAS) and International Financial Reperting Standards (IFRS}, as endorsed by the European
Commission at 31 December 2006 on the basis of the procedure set forth in EC Regulation no. 1606/2002.

Section 2 - Basis of preparation
The Group’s accounting results, stated in millions of euro, have been calculated by applying the international Accounting Standards IAS/FRS.

In preparing the financial statements, further reference was made to that set forth by the Bank of faly in its Circular no. 262 of December
22, 2005, governing bank tinandal statements, and the provisional implementation measures issued by the Bank of Italy in its Sanction
dated December 22, 2005 regarding the 2005 figures reported for comparative purposes.

tn order to achieve a better interpretation and application of the IAS/IFRS accounting principles, additional documents not endorsed by

the European Commission were also examined:

» Framework for the Preparation and Presentation of Financial Statements of the [nternational Accounting Standards Board (IASB);

* Implementation Guidance, Basis for Conclusions and any other documents drawn up by the IASB or the IFRIC to provide further guid-
ance on the accounting principles issued.

Lastly, still on the subject of interpretation, other documents taken into account included those dealing with the application of IASAFRS
in ftaly issued by the ltalian accounting standards authority and the [talian Bankers' Association (ABI).

This SANPAQLO iMI Group Annual Report comprises the Report on Group Operations and the Consolidated Financial Statements (which
in turn comprises the balance sheet and statement of income, the statement of changes in consolidated shareholders' equity, the state-
ment of conselidated cash flows and these Explanatory Notes).

Within the Report on Operations, the results of the year are shown in reclassified balance sheet and statement of income schedules. In
particular, in the reclassified statement of income, the contribution by the Group’s insurance companies to “Net interest and other bank-
ing income” is conventionally highlighted under the specific caption “Insurance business results” rather than being treated on a line-by-
line basis as stated in the “official” financial statements schedule,

Furthermore, in order to provide separate indication of the non-current items represented by the costs deriving from the merger by incor-

poration of SANPAOLO IMI into Banca Intesa in the reclassified statement of income format, the caption “Integration costs net of taxes”

was introduced, which includes:

» the redundancy incentive costs, recorded in the Official Format under Personnel costs

« the related charges referring to consultancy, legal costs and compulsory fulfillments recorded in the Official Format under Other admin-
istrative costs

= costs associated with projects, essentially retated to software production, abandoned due to the merger, recorded under Other admin-
istrative costs and Provisions for risks and charges.

A break-down of the reconstruction of the reclassified statement of income is provided in the Attachment to these Explanatory Notes.

Section 3 - Scope and Methods of Consolidation

The scope of consolidation on a line-by-fine basis includes banking, financial and instrumental subsidiaries that are part of the SANPAO-
LC IMI Banking Group at 31 December 2006 as recorded in the appropriate register in compliance with article 64 of D.Lgs. no. 385 dated
September 1 1993, the remaining subsidiaries that carry ocut activities different from those referred to above, and the entities or compa-
nies in respect of which the Group is exposed to the majority of the risks and obtains the majority of benefits. The scope of the line-by-
fine consolidation excludes some minor entities whose balance sheets and results of operations are not significant to the consolidated
financial statements.

" Joint control” equity investments and companies over which the Group had “significant influence” are accounted for using the equity
method. The companies for which a ontractual agreement is in existence requiring the approval of administrative, financial and man-
agement decisions by the Group and the other participants in the control are ¢onsidered joint-controlled.
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The financial statements used for the line-by-line and the proportional consolidation process were those prepared a3 at 31 December 2006,
as approved by the boards of the subsidiaries concerned and adjusted, where necessary, for consistency with Group accounting policies.
The valuation of investments using the equity method was made on the basis of the latest reports or financial statements available.

With regard to the accounting treatment of acquisitions of additional equity shareholdings in companies which are already subsidiaries, in
the absence of indications in the IASIFRS currently in force, it was decided to back the difference between the purchase cost and the book
value of the minority interests acquired to the Group's net shareholders” equity, thereby applying the so-called economic entity approach.

The Group's scope of line-by-line consolidation as at 31 December 2006 changed considerably with respect to the situation as at 31

December 2005. The main changes which tock place are described below:

« inclusion, during the fourth quarter of 2006, of the newly-acquired Cassa dei Risparmi d: Forll, Panonska Banka and Bank of Alexandria
as well as, during the second quarter, Banca ltalo Albanese;

e the exclusion of GEST Line, the company controliing the Group's tax collection business, foliowing its sale as part of the process for the
promotion of this business. As already indicated in the 2006 Half Year Report, the exclusion of GEST Line led to the restating of the 2005
staternent of income and the related explanatory note disclosures according to the summary consolidation method envisaged by IFRS 5.

The statement below shows the equity shareholdings included within the scope of fine-by-line consolidation of the consolidated financial
statements as at 31 December 2006, The statement does not include the equity shareholdings jointly controlied with other parties since,
as indicated above, these companies are consolidated using the equity method.

Trpe of Cwresship Votng ights Book Rematks
telalion- af ordnary vaie
ship Held by %  shashoder’
{ompany name Reapstered offices (1) meetng % ) {€/md)
Entities incduded in the consolidation using the line by line method
SANPAOLO tMI 5.p.A. (Parent Bank) Turin - - - -
1t Anthracite Investments Pic reland 8 Sanpaolo IMI - - XXX A
2 Banca Comerciala Sanpacio IMI Bank Romania S.A, Romania 1 Sanpaolo IMIInternazionale  98.65 9865 XXX (B
3  Banca Fideuram S.p.A. Rome 1 Eurizon Finandial Group  53.53 9353 XXX {Q)
4 Banca d'Intermediazione Mobiliare IMI 5.p.A, (Banca IMI) tMilan 1 Sanpaolo IMI 100.00 100.00 XXX
5 Banca IMI Securities Corp. United States 1 IMI Capital Markets USA  100.00 10000 XXX
6 Banca ltalo Albanese Sh.A, Albania 1 Sampaolo IMI~ 80.00 10000 XXX (D)
7 Banca QP S.p.A. Rome 1 Sanpaolo IMI 100.00  100.00 XXX
8  Bank of Alexandria Egypt % Sanpaolo IMI 80,00 8000 XXX (B
9 Banka Koper d.d. Slovenia 1 Sanpaclo IMI 66.21 6621 XXX (F)
10 Banque Privée Fideuram Wargny 5.A. france 1 Financiere Fideuram  99.91 89.91 XXX (Q)
11 Cassa dei Risparmi di Forli S.p.A. Forli 5 Sanpacle IMI 38.25 38.25 XXX {H}
12 (assa di Risparmio di Padova e Rovigo $.p.A. Padua 1 Sanpaocle IMI 100.00 100.00 XXX
13 Cassa di Risparmio di Venezia S.p.A. Venice 1 Sanpaclo IMI - 100.00 100.00 XXX
14 Cassa di Risparmio in Bologna 5.p.A. Bologna 1 Sanpaolo Ml 100.00 100.00 XXX
15 Cimabue Sicav Luxembourg 8 Eurizonlife  100.00 SO0
16 Consurner Finandal Services 5.r.l. Bologna 1 Neos Banca 100.00 10000 XXX
17  Eolo Investments B.V. Netherlands 8 EurizonVita - - XXX )
18 Eurizon Alternative Investments SGR S.p.A. Milan 1 Eurizon Capital SGR 100,00 100.00 XXX
{former Sanpaclo IMI Alternative Investments 5GR 5.p.A)
19 Eurizon Capital $.A. (former Sanpacio IMI Luxembourg 1 Eurizon Capital SGR 100.60  100.00 XXX
Asset Management Luxembourg 5.A)
20 Eurizon Capital SGR S.p.A. Milan 1 Eurizon Financial Group  100.00 100.00 XXX (K}
{former Sanpaolo IM1 Asset Management SGR 5.p.A)
21 Eurizon Financial Group 5.p.A, (former NEW Step S.p.A.) Turin 1 Sanpaolo 1Ml 100.00  100.00 XXX
22 EurizonLife Ltd (former Sanpaolo Life Ltd) Ireland 1 EurizonVita 100.00  100.00 XXX
23 EurizonTutela 5.p.A. (former £gida Compagnia Turin 1 EurizonVita 100.0C 100,00 XXX {O
di Assicurazioni e Riassicurazioni S.p.A.)
24 EurizonVita S.p.A. (farmer Assicurazioni Internazionali Turin 1 Eurizon Financial Greup  99.86 99,96 XX
di Previdenza S.p.A. (A.1.P)
25 Euro-Tresorerie S.A. {former W.D.W. 5.A) France 1 Financiere Fideuram  100.00  100.00 XXX (M)

26 Farbanca S.p.A. Bolegna S Sanpaoio IMI 19.33 19.33 XXX N
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Type of Qwnership Voumg rghly Book  Remarks

relatior - alordinary  valwe

ship held by % sharcholders'

Lompany namme Registered ofices (1) meeung % (3 (€/mi)

29 Fideuram Bank (Suisse} A.G. Switzerland 1 Fideuram Bank  99.95 §9.95 XXX

30 Fideuram Fiduciaria S.p.A. Rome 1 Banca Fideuram  100.00 100.00 XXX
31 Fideuram Fund Bond Global Emerging Markets Luxembourg 8 EurizonVita  61.54 XX
32 Fideuram Fund Bond Global High Yield Luxembourg 8 FurizonVita  67.34 XXX )
33 Fideuram Fund Equity Europe Luxembourg 8 FurizonVita  91.36 =X )
34 Fideuram Fund Equity Global Emerging Markats Luxembourg 8 FurizonVita  89.25 XXX )
35 Fideuram Fund Equity Italy Luxembourg 8 EurizonVita  88.08 XXX
36 Fideuram Fund E£quity Japan Luxembourg 8 EwizonVita  91.84 - XXX ()
37 Fideuram Fund Equity Pacific Ex Japan Luxembourg 8 EurizonVita  BB.SY - XX )
38 Fideuram Fund Equity Usa Luxembourg 8 EurizenVita 50.64 - XXX ()]
39 Fideuram Fund Euro Bond Long Risk Luxembourg 8 EurizonVita  82.23 XXX 0
40 Fideuram Fund Euro Bond Low Risk Luxembourg 8 EurizonVita  61.59 -oXxXxX
41 Fideuram Fund Euro Bond Mediurn Risk Luxembourg B EurizonVita  67.35 - XXX {)
42  Fideuram Fund Euro Corporate Bond tuxembourg 8 EurizonVita 71,44 - XXX )
43  Fideuram Fund Euro Defensive Bond Luxernbourg 8 EurizonVita  65.50 - XXX ()
44 Fideuram Fund Euro Short Term Luxembourg 8 EurizonVita  55.86 XXX W
45 Fideuram Fund Europe Listad Consumer Discretionary Equity Luxermbourg 8 EurizonVita  90.30 XXX
46 Fideuram Fund Europe Listed Consumner Staples Equity Luxembourg 8 EurizonVita  86.07 XX
47  Fideuram Fund Europe Usted Energy tuxembourg 8 EurizonVita  85.05 =X

Materials Utilities Eguity

48  Fideuram Fund Europe Listed Financials Equity Luxembourg 8 EurizonVita  85.00 - X
49  Fideuram Fund Europe Listed Health Care Equity Luxembourg 8 EurizonVita  83.96 - XXX
50 Fideuram Fund Europe Listed Industrials Equity Luxembourg 8 EurizonVita  88.60 - X
51 Fideuram Fund Europe Listed T.T. Equity Lluxembourg 8 EurizonVita  80.78 - KX (1}
52 Fideuram Fund Inflation Linked Luxembourg B EurizonVita  59.09 - XX ()
53 Fideuram Fund Usa Listed Consumer Discreionary Equity Luxembourg 8 EurizonVita  92.39 - XXX
54 Fideuram fund Usa Listed Consumer Staples Equity Luxemnbourg 8 EurizonVita  91.35 =XKW
55  Fideuram Fund Usa Listed Energy Materials Utiliies Equity Luxembourg 8 EurizonVita  91.67 - XXX (L]
56 Fideuram Fund Usa Listed Financials Equity Luxembowrg B EurizonVita  92.37 - XXX B
57 Fideuram Fund Usa Listed Health Care Equity Luxembourg 8 EurizonVita 91,83 - XXX i
58 Fideuram Fund Usa Listed Industrials Equity Luxembourg B EurizonVita  G1.80 - XXX
59 Fideuram Fund Usa Listed T.T. Equity Luxembourg 8 EurizonVita  92.03 - XXX (I}
60 Fideuram Fund Zero Coupon 2007 Luxembourg 8 EurizonVita  100.00 - XK )
61 Fideuram Fund Zero Coupon 2008 Luxermnbourg 8 EurizonVita 100.00 XX m
62 Fideuram Fund Zero Coupon 2009 Luxembourg 8 EurizonVita 100.00 X0 )
63 Fideuram Fund Zero Coupon 2010 Luxembourg 8 EurizonVita 100.00 - XXX {1}
64  Fideuram Fund Zero Coupon 2011 Lluxembourg 8 EwiizonVita 100.00 - XXX {1}
65 Fideuram Fund Zero Coupon 2012 Luxembourg 8 EurizonVita  100.00 - XXX ()
66 Fideuram Fund Zero Coupon 2013 Luxembourg 8 EurizonVita 100,00 LI 44 U]
67 Fideuram Fund Zero Coupon 2014 Luxembourg 8 EurizonVita 100.00 XX WM
68 Fidewam Fund Zerc Coupon 2015 Luxembourg 8 EurizonVita 100.00 - X0 A

27 Fideuram Asset Management (Ireland) Ltd Ireland 1 Banca Fideuram  100.00 100.00 XXX

28 Fideuram Bank S.A. tuxembourg 1 Banca Fideuram  99.99 99.99 0

EurizonVita 0.01 0.01 XXX

100.00 100.00

69 Fideuram Fund Zere Coupon 2016 Luxembourg EurizonVita 100.00 XX m
70 Fideuram Fund Zero Coupon 2017 Luxembourg EurizonVita 100.00 XXX 0]
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{cont'd: entities included in_the consalidation using the line by line method}

Type of Ownership Yoing nghts Bock Remarks
ralation at orclinary vale
ship Held by % shaehcloers
Compary name Regrtered ofices (1) mesling % 12)  (€/mil)
71 Fideuram Fund Zero Coupon 2018 Luxermbourg B EurizonVita 100.00 - XXX (3]
72 Fideuram Fund Zero Coupon 2019 Luxembourg 8 EurizonVita 100.00 - XXX W
73 Fideuram Fund Zero Coupon 2020 luxembourg 8 EurizonVita  100.00 - X )
74 Fideuram Fund Zero Coupon 2021 Luxembourg 8 EurizonVita 100.00 - XXX {h
75 Fideuram Fund Zero Coupon 2022 Luxembourg 8 EurizonVita 100.00 - XX {I)
76 Fideuram Fund Zero Coupon 2023 Luxembourg 8 EurizonVita 100.00 - XXX 0]
77 Fideuram Fund Zero Coupon 2024 Luxembourg 8 EurizonVita 100.00 - XXX (1)
78 Fideuram Fund Zerc Coupon 2025 Luxembourg 8 EurizonVita 100.00 =X )
79 Fideuram Fund Zero Coupon 2026 Luxembourg 8 EurizonVita 100,00 - XXX )]
B0 Fideuram Fund Zero Coupon 2027 Luxembourg 8 EurizonVita 100.00 - XXX ()]
81 Fideuram Fund Zeso Coupon 2028 tuxembourg 8 EurizonVita 100.00 - XXX ()
82 Fideuram Fund Zero Coupon 2029 Luxembourg 8 EurizonVita 100.00 - XXX {1}
83 Fideuram Fund Zero Coupon 2030 luxembourg 8 EurizonVita  100.00 XX )
84 Fideuram Fund Zero Coupon 2031 Luxembourg 8 EurizonVita  100.00 - XXX L
85 Fideuram Fund Zero Coupon 2032 Luxembourg 8 EurizonVita  100.00 - XXX [13]
86 Fideuram Fund Zero Coupon 2033 Luxembourg 8 EurizonVita  100.00 - XXX 0]
87 Fideuram Fund Zero Coupon 2034 Luxembourg 8 EurizonVita  100.00 - XXX [0}
88 Fideuram Fund Zero Coupon 2035 tuxembourg 8 EurizonVita 100.00 - XXX )
B9 Fideuram Fund Zero Coupon 2036 Luxembourg 8 EurizonVita  100.00 - XX 0}
90 Fideuram Gestions S.A, Luxembourg 1 Banca Fideuram  99.94 99.94 XXX
EurizonVita 0.06 0.06 XXX
100.00 100.00
91 Fideuram Investimenti SGR S.p.A. Rome 1 Banca fFideuram  69.50 29.50 XXX
92 Fideuram Wargny Gestion S.A, France 1 Banque Privée Fideuram Wargny ~ 99.96 9996 XXX (Q)
93 Fideuram Wargny Gestion S.A.M. Monaco 1 Banque Privée Fideuram Wargny ~ 99.96 99.86 XXX (M)
94 FIN.OPI S.p.A. Turn 1 Banca QP 100.00 100.00 XXX
95  Financiére Fideuram S.A. France 1 Banca Fideuram 100.00 100.00 XXX (M)
96 Finor d.o.o. Slovenia 1 Banka Koper 100.00 100.00 XXX
97 Fondo Caravaggio Sicav Luxembourg 8 Eurizonlife  100.00 - XXX 0
98 Fondo Doppia Opportuniid tuxembourg 8 Eurizonlife  100.00 XX )
99 Friulcassa S.p.A. Gorizia 1 Sanpaolo IMI - 100,00 100.00 XXX
100 If Befektetesi Alapkezelo Rt. Hungary 1 inter-Europa Bank  100.00 100,00 XXX
{former Europool Befektetesi Alapkezelo Rt
101 IE-New York Broker Rt Hungary 1 inter-Europa Bank  100.00  100.00 XXX
102 |E-Services Szolgaltato es Kereskedelmi Kft Hungary 1 Inter-furopa Bank  100.00  100.00 XXX
(former Sygman Szolgaltato es Kereskedelmi Rt )
103 IMI Capital Markets USA Corp. United States 1 IMI investments  100.00  100.00 XXX
104 IMI Finance Luxembourg S.A. Luxembourg 1 IMI Investments  100.00 100.00 XX
105 (MI Investimenti 5.p.A. Bologna 1 Sanpaolo Ml 10C.00  100.00 XXX (O
106 IMI investments $.A. Luxembourg 1 Banca IMI 99.99 99.99 XXX
Banca IMI Securities 0.01 0.01 XXX
100,00 100.00
107 Inter-Europa Bank Nyrt Hungary 1 Sanpaoclo IMIInternazionale  85.87 8587 XXX (P
108 Inter-Eurcpa Beruhazo Kit Hungary 1 Inter-Europa Bank  100.00  100.00 XXX
109 Inter Europa Ertekesitesi Kft. Hungary 1 inter-Europa Bank  100.00  $00.00 XXX
110 LDV Holding B.V. Netherlands 1 IMI tnvestimenti  100.00 100.00 XXX
111 Lyxor Global Equity Capital Guaranteed Fund Luxembourg 8 EurizonVita  96.52 - XXX ()
112 Lyxor Noricum Cash Guaranteed Luxembourg 8 EurizonVita  98.39 - )
113 Neos Banca 5.p.A. Bologna 1 Sanpaclo 1Ml 99.49 9945 XXX
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{cont'd: entities included in the consolidation using_the line by line method)

Tvpe of Dwnership Votng nghis Book Remarks
telation- alonhnay  value
ship Hakd by % shareholders'
Compeny neme Regstend ofices (1) meetng % 1) (€mih
114 Necs Finance 5.p.A, Bologna 1 Neos Banca 100.00  100.00 XXX
115 NHS Investments S.A. tuxembourg 1 IMlInvestimenti  99.99 G999 XXX
LDV Helding 0.01 0.01 XXX
100.00  100.00
116 Panonska Banka A.D. Serbia 1 Sanpaolo IMI 87.39 87.29 XXX (Q)
117 Sanpaolo Banca dell' Adriatico S.p.A. Pesaro 1 Sanpaolo IMI 100.00 100.00 XXX (R
118 Sanpaclo Banco di Napoli S.p.A. Naples 1 Sanpaclo (M1 100.00 100.00 XXX
119 Sanpaoic Bank S.A, Luxembourg 1 Sanpaolo (Ml 100.00  100.00 XXX
120 Sanpaolo Bank {(Suisse) S.A. Switzerland 1 Sanpaclo Bank  99.98 99.98 XXX
121 Sanpaolo Fiduciaria S.p.A. Milan 1 Sanpaoio IMI - 100.00 100.00 XXX
122 Sanpaolo IMI Bank international) S.A. Madeira 1 Sanpaclo IMI 100,00 100.00 XXX
123 Sanpaolo IMI Bank Ireland Plc Irefand 1 Sanpaclo Ml 100.00  100.00 XXX
124 Sanpaclo IMI Capital Company | Li.c. United States 1 Sanpaolo IMI 100,00  100.00 XXX  (5)
125 Sanpaclo IMI1 Fondi Chiusi SGR 5.p.A. Bologna 1 IMI Investimenti  100.00 100.00 XXX
126 Sanpaclo IMi International S.A, Luxembourg 1 Sanpaolo IMI 100.00  100.00 XXX
127 Sanpaolo IMI Internazionale S.p.A. Padua 1 Sanpaolo IM! 100.00 100.00 XXX
128 Sanpaolo IMI Insurance Broker 5,p.A. Bologna 1 Sanpaoio (Ml 100.00  100.00 XXX
129 Sanpaolo IMI Investimenti per lo Sviluppo SGR S.p.A. Naples 1 IMI Investimenti  100.00 100.00 XXX
130 Sanpaolo IMI US Financial Ce. United States 1 Sanpaolo IMI 100.00 100.00 XXX
131 Sanpaolo Immobiliere 5.A. Luxembourg 1 Sanpaolo Bank  99.99 99.99 XXX
Eurizon Capital SA 0.01 0.01 XXX
100.00 100.00
132 Sanpaolo Invest Ireland Ltd freland 1 Banca Fideuram 100.00 10000 XXX
133 Sanpaolo Invest SIM S.p A, Rome 1 Banca Fideutarn  100.00 100.00 XXX
134 Sanpaolo Leasint S.p.A. Milan 1 Sanpaolo IME 100.00 100.00 XXX
135 Sanpaolo Real Estate 5.4, Luxembourg 1 Sanpaolo Bank  99.99 99.95 XXX
Sanpaolo IMI International 0.01 0.01 XXX
100.00  100.00
136 SEP S.p.A. Turin 1 Sanpaclo IMI - 100.00  100.00 XXX
137 Sirens B.V. Netherlands 8 EurizonVita - - XXX W)
138 Split 2 S.rl. Treviso 8 Sanpaolo Leasint - - XXX (D
139 SP Lux Sicav Il Luxembourg 8 Eurizonlife  100.00 - XXX {0
140 Tiepolo Sicav Luxembourg 8 EurizonLlife  100.00 - XXX
141 Universo Servizi S.p.A. Milan 1 EurizonVita  95.00 95.00 XXX
Banca Fideuram 5.00 5.00 XXX (V)
100.00 100,00

Notes to the table on the scope of line-by-line consalidation:

{1) Type of relationship:
1 = majority of viating aghts at ordinary sharsholders” meating
2 = doninant influerce al ordnary shareholders’ meeting
3 = agreemernts with other shareholders
4 = other forms of control
5 = single management pursuant to article 26, paragraph 1, of legislative decree 87/92
6 = single tanagervent pursuant te article 26, paragraph 2, of legislative decree 87/92
7 = joint controf
& = majority of banefits and risks (S1C 12}
(2} Availabifity of voting rights at ostinary shateholder's meeting. Any “potential votes™ are highfighted in specific notes.

{4} 505 - Societa a Destinazione Specifica (Specific Purpose Comparnyd for the issue uf debt securities (SIC 12),
{B) Sanpaoio M/ intemazionale holds options tor the acquisition of the remaining 1.35% of the holding
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{C) On 18 January 2007, the Voluntary Pubiic Offer to Purchase was closed on Banca Fideurarn shares still i circulation launched by Eurizon Financial Group. Following
the close of the Public Offer, the interest held carne to 97 41%.

{D} The Parent Bank acquired control owr the company in May 2006. There are Potential Voting Rights on 20% of the capital due to a coll option held by the Parent
Bank. Shareholders are also inforrned that the disposal of 3.871% ot the share in favor of Societa ttaliana per le Imprese alPEstero (SIMEST), finalized in july 20086,
dicd not fead to the de-recognition of the related shareholding in light of the contractual dlauses which characterize the transaction.

{E} The Parent Bank acquired control aver the company in Decernber 2006.

{F} The Parent Bank holds options for the acquisition of a turther 30% of the holding. On 1 February 2007, the Parent Bank acquired 44,269 shares {equating to
8.33% of the subsidiary’s share capital) fofloveing the exescise of the put option by intereuropa d.d.; the shareholding therefore rose to 74.54%.

{G) Company for which Banca Fideuram has initiated the disposal process (IFRSS).

{H) Further to the agreetnents between Sanpaoto IMI and Fondazione CR Forli, finalized at the end of Decembeer 2006, the Bank acquired legal cortrol over Cassa der
Rispartni di Forll 5.p.A, in accordance with Article 23.2.1 of the Banking Consolidation Act and JAS 27 §13. As at 1° March 2007, the shareholders’ meeting of
this Bank approved Articles of Association amendments which led 1o the inclusion of the company within the Intesa Sanpacke Banking Group and the change of
its name to Cassa dei Risparmi di Forli e defla Romagna S.p.A.. There s an option on a further interest of 21.29% in the shareholding.

@} Collective investrment entity in which the EurizonVita Group holds the majority of the risksbenelits (5IC 12}

{0 SDS - Societa a Destinazione Specitica (Specific Purpose Company} for the issuing of structured products for hedging index-linked policies (SIC 12).

{K) In june 2008, the company was transferred by the Parent Bank to Eurizon Financial Grous.

L} in May 2008, EurizonVita exercised its call option on the rernaining 50% of the company, thus acquiring total control. Furthermote, in September 2006 the com-
pany incutporated Fideuram Assicurazioni S.p. A

M) Vishicle cornparvies which the Fideuram Group will use for its investment management activities.

{M) On & March 2007, intesa Sanpaoks S p.A and Banca Popolare di Vicenza obtained the approval of the Management Board amid the Board of Directors, respectively,
for the sale of the entire equity shareholding in Farbanca.

{C} In September 2006, the company incurparated Sanpaclo iIMI Frivate Equity S.p.AL transferring its registered offices 1o Bologna.

P} Sanpacio IV Internazionale hokds options for acquisition of a further 10% of the hokiing

{Q} The Parent Bank acquired control over the company in Novernber 2006.

{R) The company was reated in February 2006 and in June 2006 it received the transter of the branches in the “Adiatic areas” from the Parent Bank.

(5} Taking intc account the “Preferred shares™ issued for a total of USD 1,645,001,000, the share came to 4.31%.

{T} SDS - Societa a Destinazione Specifica (Specific Purpose Cornpany) for securitization of feasing loans {in accordance with Law 130 of 30 April 1999) (SKC 12}

(U} In April 2006, Banca Fideuram transferred to Universo Servizio the company branch specifically dedicated to fT, back-office processing, call center activities and gen-
eritl and real estate services.

Section 4 - Events subsequent to the date of the financial statements

On 28 December 2006, the merger through incorporation of SANPAOLO IMI within Banca Intesa was finalized, with legal, accounting
and tax effects as from 1° January 2007.

Furthermore, in order {o provide a complete picture, the cutcome of the transaction carried out by Eurizon Financial Group for purchas-
ing Fideuram shares is iflustrated.

On 21 August 2008, Eurizon launched a voluntary public offer ta purchase all Banca Fideuram shares, with the aim of delisting the bank.
On 25 October 2006, the offer conctuded, having concerned 248,351,341 Banca Fideuram ordinary shares equal to 25.3% of the Bank’s
share capital. At the end of the offer period, 174,844,689 Banca Fideuram ordinary shares corresponding to 17.84% of Banca Fideuram’s
shara capital had been conferred.

Following the offer, Eurizon had acquired an equity shareholding in the share capital of Banca Fideuram equal to 92.50% (corresponding
to 906,783,912 ordinary shares), higher than the threshold envisaged by Article 108 of the Finance Consolidation Act for promoting a
residual public offer on all the shares still in circulation.

On 20 November 2006, Eurizon therefore launched a compulsory residual public offer on all the Banca Fideuram shares not yet held, in
accordance with the afore-mentioned Article 108 of the Finance Consolidation Act, The residuat offer, which concerned 73,506,652 ordi-
nary shares corresponding to 7.50% of the share capital of Banca Fideuram, took place in the period between 12 December 2006 and
18 January 2007 for a price which Consob established as 5.00 euro per share,

The residual offer concluded on 18 January 2007, with the conferral of 60,767,640 Banca Fideuram ordinary shares corresponding to
6.20% of the share capital. On conclusion of the offer, Eurizon held a $8.70% eguity shareholding in Banca Fideuram's share capital (¢cor-
responding to 967,551,552 ordinary shares). As announced in the residual offer document, Eurizon will exercise the purchase option
{squeeze out) on the resicual Banca Fideuram shares in accordance with Article 111 of the Finance Censolidation Act. This right can be
exercised within four months of the conclusion of the residual offer. The holders of the residual Banca Fideuram shares not acquired under
the offer will have the right to collect at the price to be established by the expert appointed by the Presiding Judge of the Rome Court in
accordance with the afore-mentioned Article 111 of the Finance Consolidation Act. On 18 January 2007, Borsa Italiana authorized the
delisting of Banca Fideuram shares on the MTA (electronic stock exchange) as from 24 January 2007. As from that date, therefore, Banca
Fideuram shares were no longer traded on certain organized markets.

Section § — Other aspects

in the *official” financial statement formats, the annual results are stated on a comparative basis with the 2005 balances. In this con-
nection, shareholders are informed that the 2005 financial statements were drawn up on the basis of the IASIFRS standards, while for
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the composition of the financial statement dossier reference was made 1o that established by the Bank of ttaly in Circular No. 262 dated

22 December 2005 and to the temporary implementation provisions issued by the Bank of ltaly under the Instruction dated 22 December

2005. While they are in observance of the 1AS/IFRS provisions, these temporary provisions made it possible to provide less detailed explana-

tory notes for 2005 enly. Consequently, the explanatory notes to the 2006 financial statements present a comparison of just the balances

for the previous year published originally in the 2005 finandal statements in accordance with the afore-mentioned temporary provisions.

Furthermore, for a clearer presentation of this document:

* the distinction between the results of the Banking Group and the insurance companies has been provided also for the comparative
year’s balances even if not published in the 2005 financial statements;

* certain 2005 balances, whose disclosures pursuant to the detailed layouts required by the Bank of ialy provisions were immediately
available, have also been included.

In addition:

* captions which do not present balances in the year the financial statements refer to and in the previous year have also been included

in the financial statement formats;

revenues have been stated in the statement of income (schedules and explanatory notes) without any sign, while costs have been indi-

cated in brackets;

= an X has been included in the Explanatory Note tables for the details not envisaged by the Bank of ltaly in the afore-mentioned Circular,
while a == sign has been inserted for the details which were not published in the 2005 firancial statements in pursuance of the afore-
said temporary provisions,

Use of Estimates and Assumptions in Preparing the Financial Statements

The preparation of finandal statements requires the use of estimates anc assumptions that may have a significant effect on the amounts
stated in the balance sheet and statement of income, and on the potential assets and liabilities reported in the financia! statement.
Estimates are based on available information and subjective evaluations, often founded on past experience, which are used to formulate
reasonable assumptions to be made in measuring operating phenomena. Given their nature, the estimates and assumptions used may
vary from year to year, and hence it cannot be excluded that current amounts carried in the financial statements may differ significantly
in future financial years as a result of changes in the subjective evaluations made.

The main cases for which subjective evaluations are required to be made by management include:

*» the measurement of impairment losses on loans and, generally, other financial assets;

* the determination of the fair value of financial instruments to be used in statement schedules;

* the use of measurement models for determining the fair value of financial insiruments not listed on active markets;

» the evaluation of the appropriateness of amounts stated for goodwill and other intangible assets;

the measurement of personnel funds and provisions for risks and charges;

estimates and assumptions on the collectability of deferred tax assets;

demographic {linked to the estimated mortality of ensured people) and financial (deriving from the possible trend in financial markets)
suppositions used to structure insurance products and define the bases for calculating integrative reserves.

The information provided on the accounting policies applied for the main aggregate values of the financial statements includes the nec-
essary details for identifying the main assumptions and subjective evaluations made in preparing the financial statements. For further
details on the break-down and relative carrying values of the specific statement captions affected by estimates, see the relevant sections
of the Explanatory Notes,

Mandatory Audit

SANPACLO IMI Group Financial Statements are subject to the financial audit of PricewaterhouseCoopers S.p.A. pursuant te D.Lgs. no.

58/1998 and in application of the three-year 2004/2005/2006 assignment approved by resolution of the shareholders in the meeting on
April 29, 2004.

PART A.2 INFORMATION ON THE MAIN FINANCIAL STATEMENT ITEMS

Basis of Preparation of Financial Statements

The measurement bases adopted in the preparation of the financial schedulas in compliance with the IASAFRS in force as at 31 December
2006 are illustrated below,

Standardized purchases and sales of financial assets

As regards standardized purchases and sales of financial assets, that is those transactions governed by agreements requiring that the assets
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be handed over within a set period of time established by regulations or markei conventions, it was decided to make reference
to the settlement date.

Section t - Financial Assets Held for Trading

The “financial assets held for trading” category includes:
» debt securities or equities acquired mainly for the purpose of obtaining profits in the short term;
» derivative contracts, except those designated as hedging instruments.

Financial assets held for trading are initially recorded in the balance sheet at their fair value, which generally corresponds to the
amount paid. Any direct transaction costsfincome refating thereto are recorded in the statement of income. The subsequent val-
uation is made on the basis of the evolution of the fair value, any changes being recorded in the statement of income.

fquities and refated derivative contracts for which fair value cannot be set precisely are accounted at cost, and adjusted for value
losses, These losses in values are not restored.

The fair value of financial instruments listed on active markets is represented by the related market price. If no such active mar-
ket exists for the asset, the fair value is obtained by taking into account the prices provided by external operatars and by using
measurement models that are mainly based on objective financial variables as well as the prices recorded on recent transactions
and market prices for similar financial instruments.

Derivatives are treated as assets if the fair value is positive and as liabilities if the fair value is negative. The Group offsets current
positive and negative values arising from transactions made with the same counterparty where such offset has been expressly pro-
vided for under the terms of the contract, and where the Group effectively intends to settle the account on such a basis.

Financial assets held for trading also include derivatives that are embedded in another complex financial instrument, which are to

be separated from the host contract if:

e the economic features and the risks of the embedded derivative are not strictly correfated to the economic features and the
risks of the host contract;

e aseparate instrument with the same terms and conditions of the embedded derivative would meet the definition of derivative;

e the instrument that includes the embedded derivative is not measured at fair value, its value adjustment being recorded in the
statement of income.

Section 2 - Available-for-Sale Financial Assets

These assets are different from loans and financing, financial assets held to maturity, financial assets held for trading, and assets
designated at fair value through profit and loss, inciuding debt securities and equities.

At first recording, available-for-sale financial assets are carried in the balance sheet at their fair value, which normally corresponds
to the amount paid for their purchase, plus any transaction costs directly arising from them.

They are subsequently measured at fair value, any gains or losses arising from changes in fair value being included as a specific
reserve under equity.

The results of the measurements are recorded in a specific reserve under equity and afe included in the statement of income at
the time of disposal or where an impairment oss is incurred.

Certain unlisted equities, the fair value of which cannot be reliably established or verified, also taking into account the impor-
tance of the range of values obtainable from the valuation models generally adopted by the market, are stated in the financial
statements at cost, as adjusted for any impairment losses verified.

The Group assesses whether an event has given rise to an impairment loss and determines its amount by making reference to its
past experience in asset evaluation and using all the information available that is based on facts that have already occurred and
data that can be observed at the valuation date.

As regards debt securities, the information that is considered as being particularly relevant to assessing whether an impairment

loss has occurred is as follows:

s the issuer is experiencing major financia! difficulties as proved by non-performance or default on payment of interest or capi-
tal;

» bankruptcy proceedings are likely to be opened;

« financial instruments are no longer dealt with on an active market;

« the economic conditions that affect the financial flows of the issuer have worsened;

« the issuer’s rating has been downgraded and negative news indicates that the financial situation of the issuer has worsened.
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As regards equities, any impairment losses will be established by taking into account relevant information which includes any
changes that have occurred in the technological, market, economical or legal environment in which the issuer operates. A sig-
nificant and/or prolonged reduction in the fair value of equities below their cost may be considered as objective evidence of
impairment.

Impairment losses on equities cannot give rise to write-backs in the statement of income if the reason for the writedown ceases
to exist. Such write-backs therefore are only recorded in a specific reserve under equity.

Any write-back of debt securities, instead, is recorded in the statement of income,

As regards debt securities classified as being available for sale, the related yield, calculated on the basis of the amortized cost
method, is recorded in the statement of income, as are the effects of exchange differences.

Exchange differences relating to available-for-sale equity securities, instead, are recorded in a specific reserve under equity.
Section 3 - Financial Assets Held to Maturity

The investments classified in this category are represented by non-derivative listed financial instruments, with fixed or deter-
minabie payments and fixed maturity that the Group intends to, and can, hald until maturity.

Financial assets held to maturity are stated at amortized cost, using the effective interest method. Gains and lesses arising on
financial assets held to maturity are recorded in the statement of income where such assets are eliminated or their value is
impaired, as well as through amortization.

Impairment losses are calculated as the difference between the book value of assets and the present value of expected future
cash flows, discounted using the original effective interest rate.

In the event of write-backs, these are recorded in the statement of income but only to the extent of the amortized cost of the
financial assets.

Section 4 - Loans and Guarantees |ssued

Loans are represented by financial assets that are not derivatives, including debt securities, with fixed or determinable payments,
which are not listed on active markets and that have not been classified from the day of acquisition under available-for-sale finan-
cial assets, financial assets held for trading or financial assets designated as at fair value.

When loans are first recorded, they are entered in the balance sheet at their fair value, which generally corresponds to the amount
paid/drawn, plus any direct transaction cosis/income, if tangible and determinable.

Later, loans are stated at the amortized cost using the effective interest rate criterion. Short-term loans, including on demand
loans, are not stated at the amortized cost as the effect of applying the effective interest rate ¢riterion is negligible.

The value at which loans are carried in the financial statements is regularly tested to establish if, owing to any losses in value,
they may have to be stated at their net carrying amount. The main information considered pertinent to establishing impairment
includes:

* the borrower/issuer is experiencing major financial difficulties as proved by non-performance or default on payment of interest
or capital;

bankruptcy proceedings are likely to be opened;

¢ the ecanomic conditions that affect the financial flows of the borrowerfissuer have worsened;

» debt servicing difficulties are being experienced in the country of residence of the borrowerfissuer;

* the borrowerfissuer's rating has been downgraded due to negative news indicating that the financial situation of the latter has
worsened;

negative trends in individual commodity sectors.

Impairment testing further takes into account any guarantees pledged.

As regards the classification of impaired loans under the various risk categories {non-performing, problem, restructured and
expired loans), reference was made to the provisions issued by the Bank of Italy on the subject, as integrated by internal regula-
tions which prescribe automatic rules for the reclassification of Joans to the various risk categories.

The classification is carried out by the operating structures independently or subject to the assessment/availability of central and
local functions specialized in loan monitoring and collection, with the exception of loans duefoverdue by more than 180 days, for
which classification is carried out automatically.
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Any adjustments for impairment to the carrying amount of loans are calculated taking into acccunt the extent to which loans have
become impaired and the refevance of the individual positions, applying an individual or collective valuation, as detailed below.

The following are evaluated on an individual basis:

¢ non-performing loans: loans to borrowers in a state of insclvency or similar state;

» problem loans: loans to borrowers suffering temporary difficulties which are likely to be overcome in an acceptable period of time;

 restructured loans: loans in respect of which the bank (or 2 poo! of banks), owing to the deterioration of the economic-financial stand-
ing of the borrower, allows that the original contractual terms be changed in order to avoid a loss; loans to enterprises which are
expected to stop trading are not restructured loans.

The net carrying amount of impaired loans that are evaluated on an individual basis, which is formalized by resolutions issued by the
Administrative Bodies of the Parent Bank and other bodies which have been especially authorized to deal with the matter, is the net
present value of the expected financial flows of capital and interest of the various exposures,

The net present value of financial flows is determined with reference to the estimated future cash flows, their timing and the applica-
ble discount rate.

As regards impaired loans, the estimated future cash flows and their timing (constituting expected repayment schedules) are determined
on analytical assumptions made by the departments in charge of loan assessment and, where such assumptions are not available or for
irrelevant positions, on lump-sum estimates based on statistics of internal historical data and sector studies.

The discount rates used for the estimated future cash flows shown in the expected repayment schedules of impaired loans were the
original effective interest rates used for medium-long term loans and the weighted average of the rates charged on short-term lozn
exposures, reworked with similar contractual form, maturity characteristics and risk profile.

The following are evaluated on a collective basis:

= expired loans: loans to subjects that are not classified under the previous risk categories which, at the end of the period, show loans
due or overdue by more than 180 days. The assessment is made on an historical statistical basis;

loans subject to country risk: non-guaranteed loans to borrowers residing in countries with debt-servicing difficulties. These loans are
usually valued on a lump-sum basis, taking each country separately, by applying writedown perceniages that are not lower than those
specified by the banking association. These loans do not include expired exposures and those listed above that are evaluated on an
individual basis;

performing loans: loans to borrowers who, at the balance sheet date, have not yet shown any specific insolvency risks. Collective
adjustments to performing loans are calculated by applying a model developed on the basis of Risk Management methodologies used
by banks in the Group to assess the credit impairment that it is believed to have incurrecd at the reference date, the extent of which
is not known at the time the assessment is made.

The model used for the aggregate measurement of performing loans involves the following stages:

+ allocation of the loan portfolic based on:
- customer segmenis
- business sectors
- geographical location

= calculation of the loss given default for each portfolio, based on historical experience and the time interval between the default event
and its forma! occurrence which takes place when the loan is actually ctassified as a doubtful loan;

* application of corrective factors calculated on the basis of the qualitative analysis of the portialio, with particufar reference to the risk
concentration and the impact made by the current situation of the ecaonomic cycle on the various industrial sectors.

Writedowns, whether specific or general, are made by entering a “vatue adjustment” to reduce the value of the asset shown in the bal-
ance sheet, on the basis of the aforementioned criteria. These writedowns, however, may be reinstated by means of write-backs record-
ed in a caption included in the statement of income where all net value adjustments on loans are recorded, in the event that the rea-
son for such writedowns ceases to apply or the amount recovered on the loans is higher than the original writedown booked in the
records.

Considering the methodclogy used to calculate the writedowns of impaired loans, the mere passage of time, and the fact that the
expected repayment dates are, as a result, brought doser, implies an automatic reduction of the implicit financial charges previously
deducted from the value of the loans. This effect is recorded in the statement of income under net adjustmentsiwrite-backs (caption
130}

If the loans are disposed, they are removed from the balance sheet and the resulting net profit {or loss} is recorded in the statement of
income only when all the risks and rewards of ownership connected with the loans have been transferred to the assignee. If, despite
the title to the loan passing 1o the purchaser, the Group still maintains control over the cash flows arising from the loans as well as the
risks and rewards connected with it, the loan is shown in the financial statements with a liability recorded to reflect the proceeds received
from the purchaser.
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The financial guarantees issued which do not represent derivative contracts are evaluated taking into account the regulations of 1AS
39 which provide for, on the one hand, the recording of the commissions received, pursuant to IAS 15 and, on the other hand, the
evaluation of risks and charges connected with the guarantees applying the criteria set forth in |AS 37. In accordance with the pro-
visions of the Bank of ltaly, this evaluation is entered in the financial statements against * Other liabilities”. Moreover, this type of
contract is not dealt with in the insurance compartment.

Section 5 - Financial assets designated as at fair value

The IASAFRS accounting standards approved by the European Commission enable the classification as financial instruments desig-
nated as at fair value with a counterbalance in the Statement of Income any financial asset thus defined at the moment of acquisi-
tion, pursuant to the cases contemplated in the reference requlations.

In line with IASB indications, the Group essentially classified investments with respect to insurance polices where the total risk is
berne by the policyholders in this category, This category also includes mutual investment fund units and debt securities with incor-
porated derivatives or debt securities subject 1o financial hedging.

Section 6 - Hedge accounting

According to the financial policies adopted, the Group makes use of derivative contracts to hedge against interest rate, exchange
rate and credit risks as well as the risk on highly probable forecast transactions.

The hedging transactions used for the above-mentioned risks aim at covering potential losses attributable to certain types of risks
through gains that may arise on hedging instruments.

Group companies use the following types of hedging transactions:

* hedging of loans against the risk of changes in the fair value (attributable to the various types of risk) of assets and liabilities
recorded in the financial statements or portions of these, of groups of assets or liabilities, and of irrevocable commitments, or of
partfolios of financial assets and liabilities, including core deposits, as permitted by 1AS 39 approved by the European Commission;

* hedging of the variability of cash flows of assets/liabilities recorded in the financial statements or of highly probable forecast trans-
actions;

* net investment hedges in foreign operations.

For the purpose of applying hedge accounting, governed by the related accounting principtes, the Group formally documents the
refationship between the hedging instruments and the hedged items as well as its risk management objectives, its strategy for under-
taking the various hedging transactions and the methods used o verify hedge effectiveness. In line with FAS/IFRS, hedge effective-
ness is assessed both at inception and on an ongoing basis. Generally a hedge is considered to be highly effective if, both at incep-
tion and during its life, the changes in the fair value or in the cash flows of the hedged item are almost completely offset by the
changes in the fair value or in the cash flows of the hedging derivative, that is to say that the actual results fall within an interval
ranging between 80% and 125%.

The hedging relationship ceases to exist when: (i) the derivative is not, or has ceased to be, highly effective as a hedge, (i} it expires,
or is sold, terminated or exercised, (i) the hedged item matures, is sold or repaid, or presents impairment, and {iv) the forecast trans-
action is no longer deemed highly probable.

Fair Value Hedge Accounting

If fair value hedges are in place, any changes in the fair value of hedging instruments and hedged items {as regards the part attrib-
uiable to the hedged risk and in the case of hedge effectiveness), are recorded in the statement of income. The differences between
the changes in value represent the ineffective portion of the hedge and give rise to a net economic impact.

When a hedge ceases to exist for reasons other than the sale of the hedged item, the fair value hedgirg adjustment made to the
latter, recorded in the financiaf statements until such time that the effective hedge was in place, is recorded in the statement of
income on the basis of the amortized cost method in the case of interest-bearing financial instruments, or as a lump sum in all other
cases,

Cash Flow Hedge

With regard 1o cash flow hedges, the fair value gain or loss associated with the portion of the cash flow hedge deemed effective is
recognized initially in shareholder’s equity, with no impact on the statement of income. When the cash flows that have been hedged
against eventually occur and are recorded in the statement of income, the aforementioned gains or losses on the hedging instru-

ment are transferred from shareholders’ equity to the corresponding caption in the statement of income.

When a cash {low hedge relating to a forecast transaction expires or is no lenger effective, any cumulative gain or loss existing in
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equity at the time remains in equity under a specific reserve account until such transaction actually takes place {or the forecast trans-
action is no longer expecied to occur). When the transaction occurs, such amount is recognized in the statement of income under
“Profits {losses) on financial trading activities.”

Het investimant Hedge in Foraign Operations

With reference to investment hedging in foreign operations, the effective portion of the gain or less on the hedging instrument is
initially recognized directly in equity, no entries being made in the statement of income. The amount recognized in equity is trans-
ferred to the statement of income upon disposal of the foreign operation.

Section 7 - Equity Shareholdings

Equity investments which are neither consolidated on a line-by-line or proportional basis and shareholdings which are subject to joint
control or significant influence by the Group are accounted for using the equity method. A company is considered as being subject
to significant influence if the Group is actively involved in formulating the administrative, financial and operating policies of the com-
pany as a result of legal relationships and prevailing situations. Significant influence is assumed to exist when the Group holds at
least 20% or more of the company’s voting rights.

The remaining minority investments are classified in the categories provided by IAS 39. In particular, investments not held for trad-
ing purposes are generally included under “available-for-sale financial assets."

Section 8 - Tangible Assets

Tangible assets include:

¢ land

» functional property

& property investments

* electrical equipment

» furniture and fittings, machinery and equipment.

“Functionat property” is represented by assets either owned by the Group or held under a financial lease contract, that are used by
the Group to carry out its business activity or for administration purposes, whose useful life extends beyond the year.

“Property investments” are represenied by assets either owned by the Group or held under a financial lease contract, for the pur-
pose of collecting lease rentals and/or held for capital appreciation.

Tangible assets are initially recorded at cost increased by any ancillary charges directly attributable to the acquisition and installation
of the assets. Subsequently, they are carried at cost less accumulated depreciation and provisions for impairment, if any.

Any expenses incurred after the date of purchase increase the book value of the asset or are recorded as separate assets only where
their use gives rise 10 an increase in future economic benefits. Other types of subsequent expenditures are charged to the statement
of income of the year in which they are incurred.

Depreciation is provided on the annual depreciable amount of tangible assets systematically on a straight line basis over the esti-
mated useful life of each asset. The useful life of tangible assets that are subject to depreciation is kept regularly under review, to
take account of any change in circumstances and if any initial estimates are changed then the related depreciation rate is adjusted
too.

in particular, as regards property, the parts relating to land and buildings represent separate assets for accounting purposes and are
recorded separately at the time of acquisition.

As land is expected to have an indefinite fife, no depreciation is provided on the part that relates to the land.

Similarly, no depreciation is provided on works of art included under tangible assets, as their useful life cannot be estimated and gen-
erally the related value does not depreciate due to the passage of time.

Section 9 - Intangible Assets

Intangible assets are identifiable non-monetary assets without physical substance that are held to be used over a period of more than
one year. They include goodwill and software either developed internally or purchased from third parties.

Goodwill arises on the acquisition of subsidiaries, associated entities and business units, and represents the excess of the purchase
amount paid over the net fair value of the Bank's share of assets acquired and the liabilities assumed on the date of acquisition.
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Goodwill is not systematically amortized; in fact it is reqularly reviewed for impairment. Goodwill is allocated to cash-generating units
for the purpose of impairment testing. An impairment loss will be recorded where the recoverable amount is lower than its current
bock value in the financial statements. The recoverable amount is represented by the greater of the fair value of the cash-generat.
ing unit, net of selling costs, and the value in use, representad by the present value of the future cash flows expected to be produced
by the cash-generating unit and arising on its disposal at the end of its useful life. At the consolidated level, to test for impairment,
goodwill is allocated to groups of cash-generating units that represent the iowest level within the Group at which the goodwill is
monitored for internat management purposes. This is done also by taking into account the organizational structure of the Group and
its Business Sectors.

Goodwill concerning equity shareholdings in associates and companies subject to joint control carried at net equity is included in the
value of the equity shareholdings themselves,

internal costs incurred to develop software are capitalized in the financial statements under intangible assets, only upon verification
of the technical feasibility of the projects invelved and their completion a3 well as their ability to generate future economic benefits.
At the development stage, these assets are valued at cost, inclusive of any direct ancillary costs and any costs relating to internal staff
employed on the development. {f the results of the trial testing are negative, then the casts are charged to the statement of income.

Intangible assets arising on software developed internally or acquired externally are amortized on a straight-line basis, starting from
the date of completion and implementation, over an estimated useful life of three years. Where the recoverable amount of such
assets is lower than their book value, the difference is recorded in the statement of income,

Section 10 — Discontinued Operations

Discontirued cperations are held for sale. Individual long-term assets, units generating cash flow, and groups of these or their indi-
vidual parts, are classified as held for sale oaly when their disposal is considered highly probable.

Such assets are valued at the lower of book and fair value, net of selling costs. If depreciation has previously been written down on
the assets, the depreciation process is suspended as of the year in which the assets were classified as discontinued operations.

“Individual” discontinued asset values, as with the net results deriving from their subsequent disposal, are carried under the relevant
capticns of the statement of income.

The balance, whether positive or negative, of income or charges relating 1o discontinued "groups of operations” are stated in the
statement of income net of current and deferred taxation.

Section 11 - Current and Deferred Taxation

Income tax, calculated according to domestic tax regulations, is accounted for as a cost in compliance with the aceruals concept, in
line with the method followed to include, in the financial statements, the costs and income that generated them. Therefore, they
represent the balance of current and deferred taxation relating to the net result for the period.

Current tax assets and liabilities include the tax balances of the singte Group companies due 1o the relevant Ralian and foreign tax
authorities. More specifically, these captions include the net balance of current tax liabilities for the year, calculated on the basis of
a prudent estimate of the tax charges due for the period, assessed according to the tax regulations currently in force, and the cur-
rent tax assets represented by advances paid and other tax credits for withholding 1axes borne or tax credits of previous years that
any company within the Group can claim against taxes payable in future years.

Current tax assets also include tax credits in respect of which a tax refund claim has been filed with the relevant tax authorities.

Deferred taxation is calculated according to the balance sheet liability method, taking into account the tax effect of the temporary
differences between the book value of the assets and liabilities and their value for taxation purposes, which will determine taxable
incorne or deductible amounts in the future. To this end, “taxable temporary differences” are differences which will give rise to tax-
able income in future years while “deductible temporary differences” are those which will give rise to deductible amounts in future
years.

Deferred tax liabilities are calculated by applying, with regard to each consolidated company, the tax rates currently in force to tax-
able termporary differences that are likely to generate a tax burden and to the deductible temporary differences if these are likely to
be recovered. Deferred tax assets and liabilities related to the same tax and due in the same period are compensated.

In the years where deductible temporary differences are greater than taxable temparary difierences, the related deferred tax assets
are included under balance sheet assets among "deferred tax assets”. On the other hand, in the years where taxable temporary dii-
ferences are greater than deductible temporary differences, the related deferred taxes are included under balance sheet liabilities
among deferred tax liabilities.
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If eferred tax assets and liabilities refer to items affecting the Statemant of Income, the counterbalance is represented by income taxes.

Where deferred tax assets and liabilities relate to transactions that have been recorded in shareholders' equity without affecting earn-
ings (evaluations of available-for-sale financial assets or of cash flow hedge derivative contracts), the balancing entry is made in share-
holders’ equity, under specifi¢ reserves where so provided {e.g. valuation reserves),

Deferred taxation on equity reserves that will become taxable ~however used” is charged against shareholders’ equity. Deferred taxa-
tion relating to revaluations arising on conversion 1o the euro, credited directly to a specific reserve named “Reserve pursuant to article
21 of D.Lgs. no. 213/98." which qualify for deferred taxation, is charged directly against this reserve.

No provision is made for the Parent Bank's reserves subject to taxation only in the event of distribution, This is because such reserves
are allocated to accounts that are not available for distribution and because the events which would give rise to such taxation are not
expected to occur.

Deferred taxation on shareholders' equity items of consolidated companies is not recorded in the financial statements if it is unlikely that
any tax hability will actually arise, also bearing in mind the permanent nature of the investment.

Section 12 - Provisions for Risks and Charges

Pravisions for risks and charges represent liabilities, the timing and amount of which is uncertain, and are shown in the financial state-
ments for the following reasons:

* a current {legal or implicit} obligation exists owing to a past event;

= it is likely that financial resources will be used to fulfilt the obligation;

+ it is possible to make an estimate of the likely future cash outflow.

The sub-caption “post-retirement benefit obligations” includes provisions booked according to !AS 19 "Employee Benefits” to balance
the technical deficit of the supplementary defined pension benefit plan.

Actuarial calculations are carried out in this case too, as provided by the aforementioned accounting standard, by an external actuary
based on the “Projected Unit Credit Method.”

For employee provisions, this method, which falls within the scope of general technigues relating to “accrued benefits,” takes into
account each period of service by the employee with the company as an additional unit of benefit entitlement. Hence, the actuarial lia-
bility must be quantified exclusively on the basis of the employee's length of service as at the date of measurement. The overalt liabili-
ty is therefore usually recalculated based on the ratio of total years of service matured as at the date of measurement to the total num-
ber of years of service accrued at the time the benefit wiil be paid. Furthermore, the above method takes into account any future salary
increases due for any reason (inflation, seniority and promotion, contract renewal, etc.), up until the time the employment relationship
is terminated, With regard to employee pension commitments, the above corrective measures are not applied as the commitment is fully
matured.

The discount rate used for the evaluations is based on the market rate of zero coupon bonds, considered most representative of mar-
ket performance, taking inte account the expected future cash outflows of the pension fund.

The current year accrual to the statement of income is equal to the sum of the annual interest matured on the average present value
of pension benefits at the beginning of the year and the average present value of services rendered by the employees in service during
the year, net of the yield expected in the year on the pension fund assets invested.

To this end, the discount rate used to calculate the interest on the average present value of pension benefits is the discount rate of ben-
efits forecast at the beginning of the year, and the rate used to calculate the yield expected on the pension fund assets is the yield rate
of pension fund investments forecast at the beginning of the year.

More specifically, the Group’s commitment is calculated as the algebraic sum of the following values:

e the present average value of pension benefits calculated considering, for the employees in service, only the years of service already
rendered and assumptions that take into account future pay increases;

« the current value of the assets of the pension fund.

Resulting actuarial gains and losses are stated in a specific valuation reserve balancing the specific asset or liability,
As required by IAS 19, as amended by £C Regulation no. 1910/2005 of November 8, 2005, in the case of defined benefit plans that
spread risks between the various entities under joini control, the information reported in the Explanatory Notes, as required by section

120 A of 1AS 19, refers to the plans taken on a collective basis.

"Qther funds” include provisions made to cover estimated losses on legal disputes, including revocation lawsuits, sums paid in con-
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nection with the renegotiation of subsidized home mortgage Ioans (Law no. 133/99 and that dictated by Budget Law 2001 and
other regional laws), the estimated amounts payable in relation to customer disputes in respect of dealing activities in securities,
other sums payable in connection with legal or implicit obligations existing at the end of the year, including accruafs for incentive
voluntary redundancy payments, other welfare and social contributions as well as contractual indemnities due to Private Bankers
of the Group.

Where the liability crystallizes after a significant period of time, the Group calculates the amount of the provision and of the accru-
als based on the present value of the sums that will eventually be paid out in respect of such lability. The discount rate used is
gross of taxes and is such that it reflects current market valuations of the present value of currencies and the specific risks associ-
ated with the liability.

It the accruals are discounted to present value, the amount of the provisions included in the financial statements increases in each
year to reflect the passage of time. Adjustments to the funds are stated in the statement of income.

"Other funds” include provisions to set up the reserve necessary to pay out seniority bonuses to employees that become payable
at the terms set forth under company by-laws, Seniority bonuses comprise medium-/iong-term benefits for employees and are paid
on reaching 25 and 35 years of service within the SANPAOLO IMI Group. The amount paid is more or less equal to a month's salary
paid as of the date of reaching the length of service required for the payment of the bonus. These provisions have also been
accrued on the basis of an independent actuary by adopting the methods recommended by 145 19 dealt with eartier. Considering
the characteristics of the Group’s commitment, the ‘corridor’ method is not applicable, therefore any actuarial gain or loss is record-
ed in the financial statements regardless of its amount.

The provisions made are re-examined at each batance sheet date and adjusted to reflect the best current estimates. When it looks
unlikely that resources will be needed to produce economic benefits to meet the obligation, the accrual is reversed.

The caption "provisions for risks and charges’ does not include however the writedowns owing 1o the deterioration of guarantees
given, the derivative contracts assimilated to the former according to international accounting standards and the irrevocable com-
mitments to grant finance. These writedowns, pertaining exclusively to the banking business, are stated under other liabilities.

Employee Termination Indemnities

The liability relating to employee termination indemnities is shown in the financial statements based on its actuarial value, the lat-
ter being the quantifiable benefit due to employees according to a defined benefit plan.

Again in this case, the present value of the Bank’s commitments is calculated by an external expert using the Projected Unit Credit
Methed, illustrated above.

The annual discount rate adopted for the calculations is assumed to be equal to the market rate at the end of the period as regards
zero coupon bonds, deemed most representative of market performance, with the average remaining life of the liability taken into
consideration.

The recording of defined benefit plans requires an actuarial estimate of the sum total of benefits matured by employees on the
basis of service rendered over the current and previous years, and the discounting of such service, in order to determine the cur-
rent value of the Group's commitments.

The amount of termination indemnities accrued in the year and charged to the statement of income under personnel costs is equal
to the sum of the average present value of entitlements matured by current employees in the year, and the annual interest accrued
on the present value of the Group’s commitments at the beginning of the year, calculated using the discount rate applied to expect-
ed future payments to estimate the liability at the end of the previous year.

Resulting actuarial gains or losses are stated in a special reserve bafancing the reduction or addition to the balance sheet liability
recorded,

Section 13 - Debis and Securities issued

Loans to banks and customers include all technical forms of funding granted to the aforesaid counterparts including operating
debts and financial leasing liabilities.

Securities issved, both listed and unlisted, including investment certificates and certificates of deposit, are shown in the financial
statements net of any repurchased portions.

Debis and securities issued are shown in the financial statements at fair value amended, where necessary, for any charges and
income that are directly attributable to these fiabilities. Fair value usually coincides with the proceeds received or the issue price of
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the securities,

Debts and securities issued, except for sight and short-term customer deposits, are valued at amortized cost using the effective
interest rate method.

Deposits valued at amortized cost include sums <ollected by the Group's insurance companies in respect of policies issued that are
mainly financiai products for investments where the risk is not entirely borne by the underwriter.

The difference between the cost incurred to repurchase the securities issued and their respective book value is recorded in the state-
ment of income. The sale of any repurchased securities is, from the point of view of the accounting procedures, like a new plac-
ing and therefore gives rise to a change in the average book value of the related liabilities.

Section 14 - fFinancial Liabilities Held for Trading

Financial liabilities held for trading substantially include the negative results of the valuations of dealing derivatives, and “techni-
cal losses™ on securities.

Section 15 - Financial Liabilities Designated as at Fair Value

The Group exercised the fair value option for liabilities, designating insurance policies (with predominantly financial characteristics
and investments under which total risk is borne by the insured parties) and certain issues of structured securities with characteris-
tics similar to the former. Investments relating to such forms of deposits were also designated at fair value, thereby eliminating ar
considerably reducing "accounting biases” that would otherwise arise from measuring assets and liabilities on different bases. The
effects of initial recognition of liabilities at fair value on the balance sheet are recorded in the statement of income,

Bonds issued by subsidiaries whose return is correlated to the performance of investment fund portfolios are also designated at fair
value and recorded as balance sheet assets. The adoption of the fair value option for this category of structured financial instru-
ments enables their recording in the financial statements on a basis that reftects the natural hedging approach taken through their
structuring.

These liabilities are recorded at fair value as at the date of issue through the application of the fair value option, and include the
value of any embedded derivatives, net of placement fees paid. The difference between the amounts collected upon issue, net of
placement fees, and the fair value of the bonds as at the date of issue is recorded in the statement of income on an accrual basis
over the bond life term.

Section 16 - Currency Transactions

Foreign currency transactions are recorded in euro, that is the Group's functional currency, applying the exchange rate applicable
as at the date of the transaction.

In general terms, assets, liabilities and the components of net equity related 1o currency transactions that differ from those arising
from costs and income in the period are converted using the exchange rate at the date of closure, while costs and income for the
year are converted using the exchange rate at the date of transaction, or by using an average rate if the exchange fluctuations for
the period used as reference to establish the average are not significant. All the differences arising from the above-mentioned con-
versions are recorded in net equity. In the case of net investment in a foreign unit, the exchange difference, initially recorded in net
equity, is later moved to the statement of income when and if the invesiment is ceded,

Mgnetary items are translated at the exchange rate applicable as at the end of the period. Non-monetary items that are not hedged
against the exchange risk and which are not measured at fair value are translated at the rate appiicable as at the date when they
are first included in the financial statements.

Exchange differences arising on the settlement of monetary and non-monetary items are recorded in the statement of income.

The exchange differences arising on the translation of monetary items using rates that differ from those applied when the trans-
action was initially recorded or those applicable as at end of the previous are recorded in the statement of income.

The exchange differences arising on the translation of non-monetary items at rates that differ from those used when the transac-

tion was originally booked in the records, if applicable based on the above-mentioned principle, are recorded in the financial state-

ments as follows:

= in the statement of income if the non-moneiary items are hedged against exchange risk, as regards the effective portion of the
hedge;

* otherwise, either in the statement of income or in the balance sheet under shareholders” equity if the non-monetary items are
designated as at fair value, based on the principles for recording the related changes in fair value in the financial statements.
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Section 17 - Insurance Assets and Liabilities
Insurance Producis

Products for which insurance risk is deemed significant include, among other things, temporary first branch death policies and
income and mixed policies with guaranteed fixed conversion rates at the time of issue, and certain types of unit-linked policies and
damage cover, As regards these products, IAS/IFRS substantially confirm the national accounting standards (GAAP) concerning insur-
ance. In brief, IFRS 4 sets forth:

* gross premiums are to be recorded in the statement of income under income; they include all amounts matured during the year
as a result of insurance contracts signed, net of cancellations; likewise, all premiums ceded to reinsurers are recarded under cus-
rent year costs;

if gross premiums are collected and recorded under income, the corresponding commitment towards the insured is accrued in
mathematical reserves, such amount being calculated on a contract-by-contract basis using the prospective method taking into
account demographic/financial assumptions currently used by the market;

the insurance producis entered under separate management are valued by applying “shadow accounting,” whereby the differ-
ences between the book value and the market value of securities classified as available-for-sale investments are allocated to tech-
nical reserves as regards the insured parties' portion and to net equity as regards the insurance companies’ portion. If, on the other
hand, the securities are recorded at fair value in the statement of income, the difference between the book value and the market
value is recorded in the statement of income giving rise to a change in technical reserves equal to the amount of the insured par-
ties' portion;

the Group deems the discretional participation in profits (DPF) is equal to the rates for contractual reconveyance guaranteed in
policies for insured parties;

liabilities related to DPF products are given as a whole with no distinction between the guaranteed and discretional components.

-

Financial Preducts included Under Separate Management

Financial products included under separaie management despite their not being subject to significant insurance risk, and which

therefore contain discretionary profit sharing features, include the majority of life policies and mixed first branch policies, as well as

fifth branch capitalization policies. These are accounted for according to the principles set forth in IFRS 4. These principles may be

summarized as:

* the products are shown in the financial statements according to principles that are very similar to the principles that are locally in
force on the subject; any premiums, payments and changes in technical reserves being recorded in the statement of income:;

« the Group deems the discretional participation in profits (DPF) is equal to the quotas for contractual reconveyance guaranteed in
policies for insured parties;

* liabilities related to DPF products are given as a whole with no distinction between the guaranteed and discretional components;

= the products are evaluated using shadow accounting.

Financial Products Not Included Under 3aparate Management

Financial products without a significant insurance risk and which are not included under separate management, and therefore do
not envisage discretionary profit-sharing features, are stated in the financial statements as financial liabilities and are valued at fair
value, on the basis of the envisaged option {Fair Value Option), or at amortized cost. These financial products essentially include
index-linked policies and part of the unit-linked ones, as well as policies with specific assets not included under separate manage-
ment. These products are accounted for according to the principles set forth in |1AS 39, as summarized below:

* the portion of index- and unit-linked policies that are considered investment contracts are evaluated as at fair value, whereas the
specific asset products not included under separate management are valued at amortized cost;

the statement of income does not reflect the premiums relating to these products, but just the revenue components, represented
by charges and commissions, and the cost components, comprising provisicns and other charges; it also reflects the costs or rev-
enues represented by the changes in the fair value of the liabilities incurred against these contracts. More specifically, the inter-
nationat accounting standards, contained in 1AS 39 and 18, provide that, for the liabilities designated as at fair value, income and
costs relating to the products in question be identified and classified under two headings: {i) origination, to be recorded in the
statement of income at the time the product is issued and (ii) investment and management services, to be amortized over the life
of the product which depends on how the service is provided. In addition, as regards specific asset products not included under
separate management, incremental cost and income items are included in the calculation of the amount to be amortized:

the insurance component included in the index- and unit-tinked products, where it can be unbundled, is independently valued and
recorded,

Section 18 - Other Information
Reserves

This item, reporting profit reserves, also includes the consolidation differences from the companies consolidated in shareholders'
equity.
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Valuation Resetves

Valuation reserves include reserves arising from the valuation of available-for-sale investments, net of “shadow accounting” of insur-
ance liabilities, net derivative contracts used as cash flow hedge and the revaluation reserves set up pursuant 10 special laws in past
financial years that have not been allocated to other items making up Group shareholders’ equity. Furthermore, the caption also includes
revaluations of tangible assets made when the IAS/FRS were first applied, as a result of the "deemed cost” evaluation of tangible assets.

QOwn Shares.

Own shares purchased are shown in the financial statemenis at cost under a specific caption, with a minus sign, as part of the Group
shareholders” equity and as a result they are not valued.

In the event that they are sold on the market, any difference between the purchase cost and the selling price is recorded under share-
holders’ equity.

Accruaks, Prepayments and Deferrals

Accruals, prepayments and deferrals for the year which include income and charges for the period, matured on assets and liabilities, are
shown in the financial statements as an increase or decrease of the assets and liabilities they relate to.

Stock Option Plans

The accounting statement approach envisaged by IFRS 2 relating to payments based on shares is applied for the stock option plans in
favor of employees and Group Private Bankers, authorized as from November 2002 and December 2002 respectively: the related ben-
efit is represented by shares issued by the Parent Bank and other Group banks.

According to this accounting method, the options granted are valued at the fair value prevailing at the grant date, which coincides with
the date the plan is approved by the competent bodies. Such fair value is included in the statement of income under a specific caption,
being allocated over the period that the rights assigned mature, the other side of the entry being in a caption included under share-
holders” equity which is not available for distribution.

The fair value of the options is calculated on the basis of a valuation model that takes into account not only the exercise price but also
the volatility of the stock price of the options, the expected dividend yield and the risk-free interest rate at grant date.

In the event that the options are not exercised owing to the non-occurrence of certain conditions, not dependent an market trends, the
cumulative cost included in the financial statements in respect of the stock option plans is reversed in the statement of income, the cor-
responding entry being in shareholders’ equity under a specific reserve not available for distribution.

If the stock options are exercised, the cumulative cost stated in the specific reserve of shareholders' equity is charged as an addition to
share premiums.

Failure to exercise the stock option rights due to market conditions does not give rise 1o a reversal of the cumulative cost, but the eqgui-
ty amount recorded as the comresponding entry 1o personnel costs in the period over which the plan matures becomes available for dis-
tribution.

Revenue and Cost Recoqniticn

Revenue asising from the sale of goods or rendering of services is included in the financial statements using the fair value of the sale
proceeds received, as long as the following conditions are met:

» the Group has transferred to the purchaser all the risks and rewards of the ownership of the goods;

+ the value of sale proceeds can be refiably assessed;

* it is likely that economic benefits will accrue to the Group.

Commission income and other income for services rendered are included in the financial statements in the period in which the services
are actually provided.

In particular, revenue arising from the sale of insurance policies where the risk is borne by the insured parties are included on the basis
of the duration of the contract. The costs relating to the purchase of these contracts are accounted for in the statement of income in
the same period as the related revenue is recorded.

Interest is recorded in the financial statements on an accrual basis. More specifically:
» interest is accounted for on an accrual basis which takes into account the effective interest earned;
« default or late payment interest are accounted for at the time they are received;
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» dividends are recorded when the right to receive the payment matures and therefore at the time when the distribution is resolved
upon,

As regards the trading activity in financial instruments, the difference between the fair value of the instruments and the amount paid
or received is recorded in the statement of income upon the issue only where the fair value can be reliably assessed, on the basis of val-
uation techniques based on market parameters, and prices applied 1o recent transactions in the same market where the instrument is
traded can be verified.

Revenue and costs are recorded in the statement of income for the periods to which they relate. If the above matching can only be done
generally or indirectly, then the costs are allocated to more than one accounting period according to rational procedures and on a sys-
tematic basis. Those costs that @anrnot be matched with the related revenues are immediately charged to the statement of income.

In conclusion, insurance charges from insurance business are stated by nature, and recorded in the relevant statement items.

PART A.3 FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the value at which an asset can be traded, or a liability extinguished, in a free trade between parties with equal contrac-
tual power.

The fair value of financial instruments listed on active markets coincides with the active market price. With regard to the identification
of the active market. the Group uses specific rules and procedures to fix the price and verify the reliability of the shares bought. The
market price, considered representative of fair value, for assets owned by the Bank is taken at the bid price, whilst for assets to be
acquired, the market price is taken at the asking price. If the bid and asking prices are not available, current fair value is evaluated at
the price of the fast transaction made. Where financial assets and liabilities are matched in terms of market risk, reference is made to
average market prices in order to establish their fair value.

Financial assets with more than one listing price on distinct active markets are designated at the price the Bank deems most favorable.
If no market price exists for a financial instrument in its entirety, but only for its components, the fair value is calculated on the basis
of the relevant market prices of the components. For a considerable portion of the assets and liabilities held or issued by SANPAOLO
IMI, market prices are not available. In these cases, appropriate measurement techniques were employed which involved the net pres-
ent value of future cash flows, using parameters based on the market conditions prevailing at the date of the financial statements.

Since the measurement results may be significantly influenced by the assumptions made, mainly concerning the timing of future cash
flows, the discount rates used, and the credit risk estimate methods employed, the fair value estimated would not necessarily be real-
ized if the financial instruments were sold immediately.

In determining the fair vatue of the financial instruments reported in the tables of the Explanatory Notes - Part B, where required by
Bank of Italy Circular no. 262 of December 22, 2005 and summarized in the statement given in the Appendix to Part B, the following
methods and key assumptions have been adopted:

* for debt securities owned by the Bank, independently of the classifications provided by I1AS 39, the Group adopted a specific pro-
cedure for the determination of the situations constituting an active market based on an analysis of the trading volumes, the price
range and the number of shares on the market. When no active market is found, comparable situations are to be identified with
the same financial characteristics of the instrument or, as a last resort, cash fiows are actualized that include all factors that could
have an impact of the value of the instrument (e.g. credit risk, volatility and illiquidity);

for financial assets and liabilities with a residual term equal to or less than 18 months, fair value was reasonably assumed to equal
carrying value;

for finangial assets and liabilities with a residual term equal to or less than 12 months, fair vatue was reasonably assumed to equal
carrying value;

for loans and sight deposits, the maturity date of contractual obligations was assumed to be immediate and to coincide with the
date of the financial staterments; hence fair value was taken at the carrying value;

* for ivm-/long-t . fair value was measured using internally defined measurement techniques involving the
time discounting of residual contractual flows at current interest rates, adjusted to take into account the credit rating of each indi-
vidual borrower {or the probability of default resulting frem the rating) and loss given defauls;

for impaired assets, fair value was taken at book value;

for medium-/-long-term liabilities, consisting of unsecured securities or deposits, fair value was measured by time discounting con-
tractual flows at rates which the Bank, at the time of measurement, could reasonably apply on the markat of reference at the date
of the financial statements for similar deposits; in the case of Tier 1 subordinated loans, account was taken of the near impossibil-
ity of anticipated repurchase/reimbursement and the existence of eventual clauses/options in favor of the issuer;

for medium-flong-term liabilities and fixed-rate, structured securities issued, singly hedged for variations in fair value, the book value,
already adjusted for the effects of the fair value hedging attributable to the risk covered, was taken as an approximation of the fair
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value, assuming that no significant changes occurred in the issuer’s credit spread in comparison with the origination and that ne
other particular and significant risk element exists which may have an impact on the fair value.

The parameters used and the models adapted may differ among the various financial institutions. Therefore, where different assump-
tions are made, the results may be significantly different. Furthermore, IAS/IFRS exclude certain financial instruments {e.q. sight
deposits) and non-financial instruments {e.g. goodwill, tangible assets, equity sharehecldings, etc.) from the fair value option, and
therefore overall fair value cannot be taken as an estimate of the economic value of the Group.
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Part B - Information on the consolidated balance sheet

Assets
SECTION 1 - CASH AND CASH EQUIVALENTS — CAPTION 10

1.1 Cash and cash equivalents: break-down

{€mil
ganking Insurance Ciher Total & at Jotdl & gt
group COMMPATNICS COMmpanics 31/12/2006 31/12/2005
a) Cash 1,414 - - 1,414 1,007
b) Demand deposits at central banks 120 - - 120 100
Total 1,534 - - 1,534 1,107
SECTION 2 - FINANCIAL ASSETS HELD FOR TRADING - CAPTION 20
2.1 Financlal assets held for trading: break-down by type
(€/mil)
CaplionvVdlue Banking group Insurance companies Other companies Total as at 31/122006  Total a3 a1 3171222005
Inted Uniisted Lnted Unlisted Listed Unlisted Listed Unfisted Lislod Unlisted
A. Non-derivative financial assets
1. Debt securities 5,084 942 46 - - - 5,130 042 9,915 1121
1.1 Swructured securities &6 8 - - - - 66 18 == ==
1.2 Other debt securities 5018 924 46 - - - 5,064 924 == =
2. Equities 273 13 - - - - 273 13 447 7
3. OLCR. quotas 3,865 848 - - - - 3,865 843 2,767 430
4. Financing - . - . - - B - -
4,1 Repurchase agreements - - - - - - - - - -
4.2 Other - - - - . - - - - R
5. Impaired asséts - 1 - . . - . 1 g
6. Assets sold and not cancelled 4,803 - - - - - 4,803 - 1,550 -
Total A 14,025 1,804 46 - . - 14,071 1,804 14684 1,558
8. Derivative instruments
1. Financial derivatives 21 6,998 1 275 - - 722 7.273 427 8,346
1.1 dealing 721 6,800 - 234 - - 721 7.034 - -
1.2 connected with the fair value option - 8 - 32 - - . 0 -
1.3 other - 190 { g - - 1 199 - -
2. Credit derivatives - 53 - - - . - 53 - 2
2.1 dealing - 53 - - - - - 53 - 22
2.2 connected with the fair value aption - - - - - - - - - -
2.3 cther - - - - - - - - - -
Total B 721 7,051 1 275 - - 722 7,326 427 8,368
Total {(A+B) 14,746 8,855 47 275 . - 14,793 9,130 1511 9,926

In 2006 and 2005 finandial assets held for trading included mainly the portfolios held by Banca IMI for trading on financial markets. In
2005 the amount of financial assets held for trading relating to the insurance sector was 278 miltion euro.

For further information on “Impaired assets”, see Part E - Information on risks and relative hedging policies — Section Credit Risk,

Equities measured at cost represent only an insignificant part of the total figure,
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2.2 Financial assets held for trading: break-down by debtorfissuer

fe/mi)
Caplion/Value Banking Insurance Other Total as at Total as &
groap Companiey COMmpnies 211212006 3NN 22005
A, Non-derivative financial assets
1. Debt securities 6,026 46 - 6,072 11,036
a) Governments and central banks 3,074 - . 3,074 B.443
b) Other public entities 94 - - 94 190
¢} Banks 2,087 8 - 2,095 1,872
d) Other issuers 7 38 - 809 531
2. Equities 286 - - 286 454
a) Banks 12 - - 12 7
b) Other issuers 274 - - 274 447
- insurance companies 1 - - 1 -
- financial institutions 16 - - 16 20
- non-financial companies 2190 - - 210 393
- other 47 - - 47 34
3. Q.L.C.R. quotas 4,713 - - 4,713 3,197
4. Financing - - - - -
a) Governments and central banks - - - - -
b) Other public entities - - - - -
¢} Banks - - - - -
d) Other entities - - - - -
5. Impaired assets 1 - - 1 5
a) Governments and central banks 1 - - 1 5
b} Other public entities - - - - -
¢} Banks - - - - -
d) Other entities - - - - -
6. Assets sold and not cancelled 4,803 - - 4,803 1,550
a) Governments and central banks 4,803 - 4,803 1,550
by Cther public entities - - - - -
<) Banks - - - - -
dy Other issuers - - - - -
Total A 15,829 a6 - 15,875 16,242
B. Derivative instruments
ay Banks 5,580 231 - 5.821 7,674
by Custarmers 2,182 45 - 2,227 1,121
Total B 7,772 276 - 8,048 8,795
Total (A + B) 23,601 322 - 23,923 25,037

0.L.C.R. quotas in the partfolio were predominantly made up of bond funds in both 2006 and 2005.
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2.3 Finandial assets held for trading: dealing derivative instruments

2.3.1 Financial assets held for trading: dealing derivative instruments attributable to the banking group

(€/mil}
Type: of dervative/Underying assel Interest Currencies Eqquities Loans Qther Total as at Total as at
rates and gold 31/12/2006 211272005
A. Listed derivatives

1} Financial derivatives: 4 - 717 - - 721 427
with underlying asset exchange 3 - 34 - - 37 17
- purchased options - - 33 - - 33 2
- other derivatives 3 - 1 - - 4 15
without underlying asset exchange 1 - 683 - - 684 a0
- purchased options ! - 683 - - 684 410
- other derivatives - - - - - - -
2) Credit derivatives: - - - . - - -
with undetlying asset exchange - - - - - - -
without underling asset exchange - - - - - - -
Total A 4 - 717 - - ral 427

B. Unlisted derivatives
1} Financial derivatives: 5,302 347 1,240 - 109 6,998 8,116
with undertying asset exchange - 328 97 - 1 426 526
- purchased options - 201 93 - - 294 315
- other derivatives - 127 4 - ! 132 211
without underliing asset exchange 5,302 19 1,143 - 108 6,572 7,580
- purchased options 688 16 1,133 - 9 1,846 1,321
- other derivatives 4,614 3 10 - 99 4,726 6,269
2} Credit derivatives: - - - 53 - 53 22
with underlying asset exchange - - - 53 - 53 17
without underlying asset exchange - - - - - - 5
Total B 5.302 347 1,240 53 109 7.051 8,138

Total (A+ B) 5,306 347 1,957 53 109 71,772 8,565
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2.3.2 Financial assets held for trading: dealing derivative instruments attributable to insurance companies

]
Type of dervativetindertying asset Interest Currendes Equities Loans Cther Total as at Total afajt :
rates and gold 21/12/2006 31/12/2005
A, Listed derivatives
1) Financial derivatives: - 1 - - 1 -
with underlying asset exchange - - - - -
- purchased options - - - - -
- other derivatives - - - - R -
without underlying asset exchange - 1 - - 1 -
- purchased options - - - - - -
- other derivatives - 7 - - 1 .
2) Credit derivatives: - - - - - -
with underlying asset exchange - - - - - - -
without underlying asset exchange - - - - . - -
Total A - . 1 - - 1 -
B. Unlisted derivatives
1) Financial derivatives: 244 9 22 - - 275 230
with underlying asset exchange - 9 - - 9
- purchased options - - - - - -
- other derivatives - g - - - g
without underying asset exchange 244 - 22 - 266 230
- purchased options - - 22 - 22 230
- other derivatives 244 - 244
2) Credit derivatives: - - - -
with underlying asset exchange - - - -
without undertying asset exchange - - - -
Total B 244 9 22 - 275 230
Total (A + B} 244 9 23 - - 276 230

2.3.3 Financial assets held for trading: dealing derivative instruments attributable to other companies

At 31 December 2006 and at 31 December 2005, the SANPAQLO IMI Group did not hold any such assets.

2.4 On-balance sheet financial assets heid for trading {other than assets soid and not cancelled and impaired assets). annu-

al changes

2.4.1 Financial assets held for trading {other than assets sold and not cancelled and impaired assets): annual changes

attributable to the banking group

{&4mil)
Changesftndertying assel D‘e_bl Equitics QICR. Financing Total
secunties Guotas

A. Opening balance 10,988 454 3,197 14,639
B. Increases 157,089 17,353 16,380 190,822
B1. Purchases 152,290 17,199 16,205 185,694
B.1.1 Business combinations 313 11 - 324

B2. Positive fair value changes 12 6 68 86
83. Other changes 4,787 148 107 5.042

C. Decreases (162,051) (17,521) (14,864) - (194,436}
C1. Sales {146,353} (17,445) (14,767) - (178,565)
CZ2. Reimbursement (6,932} - (1) - (6,933)
C3. Negative fair value changes (34) (m {8 - 1)
C4. Other changes (8,732) {(75) {90) - (8,897)
D. Closing balance 6,026 286 4,713 - 11,025
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Caption B.1.1 Business combinations indudes, at 31 December 2008, the newly consolidated Bank of Alexandria, Banca Italo Albanese,
Cassa dei Risparmi di Forli and Panonska Banka.

Changes in the figure (captions B.3 and C.4} indude movements from the opening balance to “Assets sold and not cancelled”.

2.4.2 Financial assets held for trading {other than assets sold and not cancelled and impaired assets): annual changes

attributable to insurance companies

(&}
ChangestUnderlying asset Qe‘bl Equities OLCR. Finanding Totaf
securilies {uotas
A. Opening balance 48 - . 48
B. Increases 64 4 - - 68
B1. Purchases - 2 - - 2
B2. Positive fair value changes - - - -
B3. Other changes 64 2 - - 66
C. Decreases (66) {4) - - 70)
C1. Sales (66) (4) - - (70)
C2. Reimbursement - - - -
C3. Negative fair value changes - - -
C4. Cther changes - - - -
C. Closing balance 46 - - 46
2.4.3 Financial assets held for trading (other than assets sold and not cancelled and impaired assets): annuat changes
attributable to other companies
At 31 December 2006 and at 31 December 2005, no such changes were recorded in the SANPAOLO IMI Group,
SECTION 3 - FINANCIAL ASSETS DESIGNATED AS AT FAIR VALUE - CAPTION 30
3.1 Finandal assets designated as at fair value: break-down by type
(€imif)
Caption\Value Banking group Insurance companies Other companies Total a5 ot 311272006 Totad as a1 3141272005
Listend Unirsted Listed Unlisted Listed Unfisted Listed Unhsted Listed Unlrsted
1. Debt securities 106 664 11,068 1,051 - - 11,174 1,715 13,737 1,110
1.1 Structured securities - 14 g - - - 9 14 -
1.2 Other debt securities 106 650 11,058 1,051 - - 11,165 1,701 13,737 1110
2. Equitiec 4 3,483 - - 3,487 - 3,401 -
3. QLCR. quatas - 2 &7 4225 - 67 4,227 - 4,266
4. Finandng - - - 5 - - 5 - 4
4.1 Structured - - - - - - - - -
4.2 Other - - - 5 - - - 5 - 4
5. Impaired assets - . - - R - - .
6. Assets sold and not cancelled - 10 - - 10 - -
Total 110 676 14,618 5,281 14,728 5957 17,148 5,380
Cost 109 653 15,176 4,630 15,285 5,283 15,729 5376

In 2006 and 2005, assets designated as at fair value essentially included assets in which money collected through insurance policies where
the total risk is retzined by the insured (Class D) was invested. In 2006, assets designated as at fair value in relation to the insurance busi-
ness totaled 19,899 million euro (21,832 million in 2005).

The 2006 and 2005 remainder essentially refers to debt securities with incorporated derivatives or subject to hedging in the portfolio of
the Parent Bank, classified in this category as "assets”, in line with 1ASB.
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3.2 Financial assets designated as at fair value: break-down by debtor/issuer

& /md}
CaptionValue Banking Insurance Other Total as at Tatal as at
group COMpanies coMmpanies 3141272006 3311272005
1. Debt securities 770 12,119 12,889 14,847
a} Governments and central banks 63 7,356 - 7.419 7.3%1
by Other public entities 56 1,061 1,117 62
¢} Banks 543 1,388 1,981 3,584
d) Other issuers 58 2,314 2,372 3,850
2. Equities 4 3,483 - 3,487 3,411
a} Banks 4 473 477 479
b) Other issuers: 3,010 3,010 2,932
- insurance companies 172 172 182
- financial institutions - 217 217 222
- non-financial companies 2,617 2,617 2,557
- other 4 4 1
3. O.L.C.R. quotas 2 4,292 - 4,294 4,266
4. Financing 5 5 4
a) Governments and central banks - -
b} Other public entities - - - -
¢) Banks - - -
d} Other entities - 5 5 4
5. Impaired assets - - -
a) Governments and central banks - - -
by Other public entities - -
¢} Banks - -
d) Other entities - -
6. Assets sold and not cancelied 10 - 10
a) Governments and central banks - - -
b} Other public entities - - -
¢} Banks 10 10
d) Other entities - - -
Total 786 19,899 20,685 22,528

0.1.C.R. quotas in the portfolio were predominantly made up of bond funds in both 2006 and 2005.
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3.3 Financial assets designated as at fair value (other than assets sold and net cancelled and impaired assets): annual changes

3.3.1 Financial assets designated as at fair value (other than assets sold and not cancelled and impaired assets}: annual
changes attributable to the banking group

(emip
Dent Equities QUCR, Financing Tertat
securities quotas

A. Opening balance 693 3 - - 696
B. Increases 534 2 2 - 538
81. Purchases 495 1 2 - 498
B2. Positive fair value changes 22 1 - 23
B3. Other changes 17 - - - 17

C. Decreases {457) (1) - - {458)
C1. Sales (83) 4} - - {90)
C2. Reimbursement (304) - - R (304)
C3. Negative fair value changes {39) - - - (39
C4. Other changes (25) - - . (2%)

D. Closing balance 770 4 2 - 776

3.3.2 Financial assets designated as at fair value {other than assets sold and not cancelled and impaired assets): annual
changes attributable to insurance companies

(emii}
D_e:’t»! Equities CILCR. Financing Total
securtes quotas

A, Opening balance 14,154 3,408 4,266 4 21,832
B. Increases 4,769 2,807 837 14 8,427
B1. Purchases 3,833 2,277 199 1 6,310
B2. Positive fair value changes 75 51 47 - 174
B3. Other changes 860 475 591 13 1,843

€. Decreases (6,804) (2,732) (811) (13) {10,360}
C1, Sales 4,005) (2,469) 221) - (6,695)
C2. Reimbursement {558) - - - {558)
C3. Negative fair value changes (525) (163) {19) - (707
C4. Other changes (1,716) {100} (571) {13} {2,400)

D. Closing balance 12,119 3,483 4,292 5 19,899

3.3.3 Financiat assets designated as at fair value (other than assets sold and not cancelied and impaired assets): annual
changes attributable to other companies

At 31 December 2006 and at 31 December 2005, no such changes were recorded in the SANPAQLO IMI Group.
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SECTION 4 - AVAILABLE-FOR-SALE FINANCIAL ASSETS - CAPTION 40

4.1 Available-for-sale financiat assets; break-down by type

Consolidated Financial Statements - Part B - information on the consolidated balance sheet - Assets - Section 4

1€/mil)

CaplionNalue

Banking group

Insuranca companies

Cther corppanios

Tolat as at 3141272006

Tolal a5 at 31£12/2005

Listed Unlisted Listed Uniisted Listed Unlisted Listed Unlisted Listed Unlisted

1. Debt secunties 8,064 3,537 18,131 4 - - 26,195 3,541 20,673 4,585
1.1 Structured securities 6 215 - - - ) 215 - -

1.2 Other debt securities 8058 3322 18131 4 - - 2618 3326 20,673 4,585

2. Equities 2,870 1,03% 1,478 - - 4,348 1,039 2,847 1,261
2.1 Designated as at fair value 2,870 817 1,478 - - 4,348 817 2,847 1,046
2.2 Valued at cost - 222 - - - - 222 - 215

3, Q.LCR. quotas 172 60 35 36 - - 207 96 296 89
4. Financing 28 - - - 28 S 14
5. Impaised assets 4 - - 4 - -
6. Assets sold and not cancelled 3N . - - - 37 32 40
Total 11,477 4,668 19,644 40 - - A 4,708 23,848 5,989

At 31 December 2005, availabie-for-sale financial assets totaled 29,837 million euro, of which 18,056 million euro referred to the insur-
ance sector and 10,781 million euro to the banking business.

For fusther information on “Impaired assets”, see Part E — Information on risks and relative hedging policies ~ Section Credit Risk.

At 31 December 2006, available-for-sale financial assets included the Group's investment in Saniander Central Hispano, for a total 1,934
millien euro (1,524 million at 31 December 2005).

At 31 December 2006 certain unlisted equities, for 222 miltion euro (of which 191 million euro attributable to invesiments in the Bank
of #aly), the fair value of which cannot be reliably established or verified, also taking into account the importance of the range of values
abtainable from the valuation models generally adopted by the market, were stated in the financial statements at cost, as adjusted for
any impairment losses verified. In 2005, unlisted equities totaled 215 million euro (of which 185 million euro attributable to investments
in the Bank of Italy).
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4.2 Available-for-sale financial assets: break-down by debtor/issuer

{esmi)
CaptionValue Baniking nsurance Other Total as at Totdl s at
Grottp COmparies Companias 3171272006 311272005
1. Debt securities 11,601 18,135 - 29,736 25,258
a} Governments and central banks 3,161 15,243 - 18,404 18,272
b) Other public entities 3,466 501 - 3,967 3,897
o) Banks 1,692 1,008 - 2,697 1,245
d) Other issuers 3,282 1,386 - 4,668 1,844
2. Equities 3,909 1,478 - 5,387 4,108
a} Banks 2,840 - - 2,840 2,075
b) Other issuers: 1,069 1,478 - 2,547 2,033
- insurance companies 47 - . 47 41
- financial institutions 66 - - 66 288
- non-financial companies 928 - - 928 690
- other 28 1,478 - 1,506 1,014
3. OA.C.R. quotas 233 71 - 304 385
4. Financing 28 - - 28 14
a) Governments and central banks - - - - -
b} Gther public entities - - - - -
¢} Banks 10 - - 10 10
d) Other entities 18 - - 18 4
5. Impaired assets a - - 4 -
ay Governments and central banks - - - - -
b) Other public entities 4 . - 4 -
<) Banks - - - - -
d) Other entities - - - - -
6. Assets sold and not cancelled 37 - - 31 72
a) Governments and ¢entral banks 365 - - 365 32
b} Other public entities - - - - -
¢} Banks 6 - - 5 -
d) Other entities - - - - 40
Total 16,146 19,684 - 35,830 29,837
4.3 Available-for-sale financial assets; hedged assets
4.3.1 Available-for-sale financial assets: hedged assets attributable to the banking group i
Ehmi
Totdl as at 311122006 Total as at 3141272005
Fair Cash Fair Cash
value Fleawis value flows
1. Debt securities 4,710 - 3,599 13
2. Equities - - 4 -
3. 0I.C.R guotas - - - -
4. Financing - - - -
5. Portfolio - - - -
Total 4,710 - 3,603 13

At 31 December 20086, avaitable-for-sale financial assets that had been sold and not cancelled totaled 323 million euro.
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4.3.2 Available-for-sale financial assets: hedged assets attributable to insurance companies

(eimi)
Total as at 31122006 Total as at 31/122005
Fair Cash Fair Cash
~ value ik’_wws value flows
1. Debt securities 4,871 - 103 401
2. Equities - - - -
3. O.ILC.R. quotas - - - -
4. Financing . - - -
5. Portfolio - - - R
Total 4,871 - 103 401
4.3.3 Available-for-sale financial assets: hedged assets attributable to other companies
At 31 December 2006 and at 31 December 2005, the SANPAQLO IM! Group did not hold any such assets.
4.4 Available-for-sale financial assets: assets subject to micro-hedging i
i
CaptionValue Banking Insurance Othiet Totak as at
R companies curnpanies 31!12/20(}\3__.
1. Financial assets subject to fair value hedging 5,033 4,871 - 9,904
a) Interest rate risk 5,033 4,850 - 9,883
b) Price risk - - - B
<) Exchange risk - - - -
d} Credit risk - - - -
€) Other risks - 21 - 21
2. Financial assets subject to cash flow hedging - - - -
a) Interest rate risk - - - -
b} Exchange rate risk - - - -
¢} Other - . . .
Total 5,033 4,871 - 9,904

At 31 December 2005 only about 15% of the Group's available-for-sale financial assets portfolio was subject to hedging. Hedging was
largely carried out in fair value hedge transactions and only residually through cash flow hedging transactions.
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4.5 Available-for-sale financial assets {other than assets sold and not cancelled and impaired assets): annual changes

4.5.1 Available-for-sale financial assets (other than assets sold and not cancelled and impaired assets): annual changes
attributable te the banking group

(emip
[?(rhl Equitics OLCR. Finandng Total
seCuritles quotas
A, Opening balance 7,255 3,108 336 10 10,709
B. Increases 7,530 1,509 611 18 9 668
81, Purchases 7.399 586 595 - 8,580
B.1.1 Business combinations 489 27 - - -
B2. Positive fair value changes 4 686 4 - 694
B3. Write-backs - - - - -
- charged to the statement of income - X - - -
- charged to net shareholders’ equity - - - - -
B4. Transfers to other partfolios ' 3 14 - 18 35
B5. Other changes 124 223 12 - 359
€. Decreases {3,184) {709) (718) - {4,607)
Ci. Sales {1.127) (624) (684) - (2.435)
C2. Reimbursement (1,761) {2) {7 - (1,770)
C3. Negative fair value changes (219) {21} (3) - {243)
C4. Writedowns due to impairment {5) - - - (5)
- charged to the statement of income {5) S : - - (5)
- charged to net shareholders’ equity - - - - -
C5. Transfers to other portfolios - {32) - - (32)
(6. Other changes {72} (30) (20) - (122)
D. Closing balance 11,601 3,908 233 28 15,770
4.5.2 Available-for-sale financial assets {other than assets sold and not cancelled and impaired assets): annuat changes
attributable to insurance companies
{€/mil]
Deht Equities CILCR. Financing Total
sacurities quotas o
A. Opening balance 18,003 1,000 49 4 19,056
B. Increases 10,404 1,747 46 - 12,197
B1. Purchases 10,243 1,406 27 - 11,676
82. Positive fair value changes 23 181 6 - 210
83, Write-backs . -
- charged to the statement of income - X
- charged to net shareholders' equity - - - - -
B4. Transfers to other portfolios - - - - -
BS. Other changes 138 160 13 - 3N
C. Decreases {10,272) {1,269) (24) (4) {11,569)
C1. Sales (8,250) {1,100} (21) - (9,371)
(2. Reimbursement (1,221) - - - {1,221
3. Negative fair value changes (622) (5) (2} - (629} *

C4. Writedowns due to impairment - -

- charged to the statement of income - - -
- charged to net shareholders’ equity - - - -

C5. Transfers 1o other portfolios - - -
C6. Other changes (179) (164) 1 (4) (3449
D. Closing balance 18,135 1,478 71 - 19,684
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4.5.3 Available-for-sale financial assets {other than assets sold and not cancelled and impaired assets): annual changes
attributable to other companies

At 31 December 2006 and at 31 December 2005, no such changes were recorded in the SANPACLO IMI Group.

SECTION S - FINANCIAL ASSETS HELD TO MATURITY - CAPTION 50

5.1 Financial assets held to maturity: break-down by type

{&/mil)
Transaction fype/ Banking group Insurance companies Other companies Tolal 25 21 31122006 Total as a1 31/12/2005
Group companies Book Fait Book Far Book, Fais Book Fair Book Far
value vafue Vil value value value value value value valye
1. Debt securities 2,865 2.866 - - - . 2,865 2866 764 764
1.1 Structured securities - - - - - - .
1.2 Other debt securities 2,865 2,866 - - - - 2,865 2,866 764 764
2. Ffinancing - - - - - - -
3. Impaired assets - - - - - - - - .
4. Assets sold and not cancelled 7 7 - . - - 7 7 1,71 1,769
Total 2,872 2,873 - - - - 2,872 2,873 2535 2,533

At 31 December 2006, financial assets held to maturity belonging to the Parent Bank totaled 2,482 million euro (2,312 million at 31
December 2005). Cther companies contributing 1o the total figure chiefly include Banka Koper D.D. (70 million euro; 196 million at 31
December 2005) and the newly acquired Bank of Alexandria (230 million euro). At 31 December 2005 the insurance area portfolio did
not indude assets held to maturity.

5.2 Financial assets held to maturity: break-down by debtor/issuer

(&/mil)
Type of transactionValue Banking nsurance Cther Total as at Jotal as at
qgroup companies cotnpanies 311212006 3171272005
1. Debt securities 2,865 - - 2,865 764
a) Governments and central banks 2,848 - - 2,848 548
b) Other public entities 12 - - 12 21
¢} Banks - - - - -
d) Other issuers 5 - - 5 195
2. Financing - - - - -
a) Governments and central banks - - . - -
b) Other public entities - - - - -
¢) Banks - - - - -
d) Other entities - - - . -
4 Impaired assets - - - - -
a) Governmenis and central banks - - - - -
b) Other public entities - - - - -
¢) Banks - - - - -
d) Other entities - - -
3. Assets sold and not cancelled 7 - - 7 1,771
a) Governments and central banks 7 - - 7 1,771
b} Other public entities - -
¢) Banks - - - -

d) Other entitieg - - - . .
Total 2,872 . - 2,872 2,535
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5.3 Financial assets held to maturity: hedged
At 31 December 2006 and at 31 December 2005, the SANPAOLO #MI Group did nat hold any such assets.
5.4 Financial assets held to maturity (other than assets sold and not cancelled and impalred assets): annual changes {
(€A}
Debt securities Finaricing Tenal
A. Opening balance 764 - 764
B. Increases 6,542 - 6,542
B1. Purchases 1,161 - 1,161
of which business combinations (Rank of Alexandria, Bia, Panoska, CRForlij 283 - -
B2. Write-backs - - -
B3. Transfers to other portfolios - - -
B4. Other changes 5,381 - 5,381
C. Decreases (4,441) - (4.441)
C1. Sales (7) - N
2. Reimbursement (818) - (818)
€3. Adjustments - - -
C4, Transfers to other portfolios - -
C5. Other changes (3,616} - (2.616)
D. Closing balance 2,865 - 2,865
Other changes essentially consisted of transfers to assets sold and not cancelled for repurchase agreements by the Parent Bank.
SECTION 6 - LOANS TO BANKS — CAPTION 60
6.1 Loans to banks: break-down by type
6.1.1 Loans to banks: break-down by type attributable to the banking group
(€mif)
Type of transaction/Value Total a5 at Tota & a1
211122006 311122005
A, Due to central banks 2,18 345
1. Tied deposits 247 65
2. Compulsory reserve 1,120 196
3. Repurchase agreements 14 49
4. Other 1,537 35
B. Due to banks 27,101 28,426
1. Current accounts and demand deposits 3,675 2,774
2. Tied deposits 6,678 10,670
3. Other financing 15,632 13,984
3.1 Repurchase agreements 13,015 11,677
3.2 Financial leasing li -
3.3 Other 2,616 2,307
4, Debt securities 1,116 998
4.1 Structured securities 216 =
4.2 Other debt securities 800 ==
S. Impaired assets -
5. Assets sold and not cancelled - -
Total (book value) 30,019 28,771
Total {fair value) 29,989 28,749
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6.1.2 Loans to banks: break-down by type attributable to insurance companies

Assets - Section 6

{&/mi)

Type of transctionAfalue

Total as at
31122006

Total us at

311272005

A. Due to central banks

1. Tied deposits

2. Compulsory reserve

3. Repurchase agreerments

4. Other

B. Due to banks

39

65

1. Current accounts and dermand deposits

39

65

2. Tied deposits

3. Other financing

3.1 Repurchase agreements

3.2 Financial leasing

3.3 Other

4. Debt securities

4.1 Structured securities

4.2 Other debt securities

5. Impaired assets

6. Assets sold and not cancelled

Total {book value)

39

65

Total {fair value)

39

65

6.1.3 Loans to banks: break-down by type attributable to other companies

At 31 December 2006 and 31 December 2005 the SANPAOLO IMI Group did not hold any such loans.

6.2 Loans to banks: assets subject to micro-hedging

6.2.1 Loans to banks; assets subject to micro-hedging attributable to the banking group

/)

Type of tansaction/Vatue

Totat as at
311272006

Totol as at
311272005

1. Loans subject to fair value hedging

516

106

a) interest rate risk

516

106

b) exchange rate risk

Q credit risk

d} other risks

2. Loans subject to cash flow hedging

a) interest rate risk

b} exchange rate risk

¢y other

Total

516

106

6.2.2 Loans to banks: assets subject to micro-hedging attributable to insurance companies

At 31 December 2006 and at 31 December 2005 the SANPAOLO IMI Group did not hold any such assets.

6.2.3 Loans to banks: assets subject to micro-hedging attributable to other companies

At 31 December 2006 and at 31 December 2005 the SANPAQLO IMI Group did not hold any such assets.

6.3 Finandial leasing

At 31 December 2006 and at 31 December 2005 the Group did not have significant financia! leasing operations in place with banks.
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SECTION7 - LOANS TO CUSTOMERS - CAPTION 70

At 3t December 2006, loans ta customers include 450 million euro (595 million euro at 31 December 2005) of loans to Societa per la
gestione di attivitd S.p.A. (Sga), of which 411 million euro (545 millien euro at 31 December 2005) were granted under Law 588/96.
Furthermare, in accordance with the international accounting standards, loans to customers include also loans for perfarming leasing con-
tracts assigned in the last quarter of 2004, by Sanpaoto Leasint within the context of the Split2 securitization transaction {assets sold and
net cancelled).

Details about credit quality and the degree of risk of the loan portfolio ¢an be found in Part E of these Notes.

7.1 Loans to customers: break-down by type

7.1.1 Loans to customers: break-down by type attributable to the banking group

{€mil)

Type of transaction/Value Total o at Total & at
3111272006 331272005

1. Current accounts 17,902 16,245
2. Repurchase agreements 6,590 2,302
3. Mortgage loans 80,208 73,706
4. Credit cards, personal loans, loans on salary 6,810 4,747
5. Financial leasing 5,259 4,932
6. Factoring 913 1,449
7. Other transactions 33,981 30,825
8. Debt securities 1,322 n2
8.7 Structured securities 100 -

8.2 Cther debt securities 1,222 312

9. Impaired assets 3,150 3,310
10, Assets sofd and not cancelled {*) 1,404 1,679
Total (book value) 157,539 139,507
Total {fair value) 158,437 141,237

(*} including seven mitiion euro of impaired 2ssets as at 31 Decuinber, 2006 (four miflion euro as at 31 Decernber, 2005)

in the table above, “Other transactions” refers mainly to advances and other grants not paid through current accounts, and import/export
financing. In 2005, the caption akso included tax credits with Inland Revenue and receivables due from public entities for the tax collec-
tion company.

For further information on “Impaired assets”, see Part E — Information on risks and relative hedging policies — Section Credit Risk.

7.1.2 Loans to customers: break-down by type attributable to insurance companies

{€imil)

Type: of transaction/Value

Total 18 al
3171272006

Total & at
31/ 272005

Current accounts

Repurchase agreements

238

Mortgage loans

Credit cards, personal loans, loans on salary

Financial leasing

Factoring

Other transactions

23

OO (YW N

Debt securities

8.1 Structured securities

8.2 Other debt securities

9.

Impaired assets

10. Assets sold and not cancelled

Total (book value}

261

Total (fair value)

261
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7.1.3 Loans to customers: break-down by type attributable to other companies

At 31 December 2006 and at 31 December 2005, the SANPAOLO IMI Group did not hold any such loans.

7.2 Loans to customers: break-down by debtor/issuer

7.2.1 Loans to customers; break-down by debtorfissuer attributable to the banking group

(e/mil)
Tpe of transactionMalue Tolal as at Total as #
31122006 31/12/2005
1. Debt securities: 1,322 312
a} Governments 909 -
by Other public entities -
¢} Other issuers 413 312
- non-financial companies 2 5
- financial companies 404 307
- insurance companies -
- other 7
2. Loans to: 151,663 134,206
a) Governments 2,790 2,852
b) Other public entities 9,082 10,696
c} Other entities 134,791 120,658
- non-financial companies 85,649 76,906
- financial companies 16,869 11,821
- insurance companies 709 690
- other 36,564 31,241
3. Impaired assets: 3,150 3,310
a} Governments - -
b) Other public entities 40 9
¢} Other entities 3,110 3,301
- non-financial companies 2,125 2,443
- financial companies 22 32
- insurance companies - -
- gther 963 826
4. Assets sold and not cancelled: 1,204 1,679
a) Governments -
b) Other public entities - -
<) Other entities 1,404 1,679
- non-financial companies 1,332 1,679
- financial companies 5 -
- insurance companies - -
- other 67 -
Total 157,539 139,507
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7.2.2 Loans to customers: break-down by debtor/issuer attributable to insurance companies

(S/mif
Type al fransaction/Value Toral as at Totaf o at
3111272006 31122005

1. Debt securities: - .

a} Governments - -
b) Other public entities - -
¢} Other issuers - .

- non-financial comparnies - .

- financial companies - -

- insurance companies - -

- other - -

2. Loans to: 261 -
a) Governments - -

b) Other public entities - .

<) Other entities 261 -

- non-financial companies - -

- financial companies 238 -

- insurance companies - -
- other 23 .
3. Impaired assets: - -

a} Governments . R
b) Other public entities - -
<} Cther entities . R

- nen-financial companies - -

- financial companies - ;

- insurance companies - B,

- other - .

4. Assets sold and not cancelled: - -

a) Governments - -
b) Other public entities - -
¢} Other entities . -

- non-financial companies - -

- financial companies . .

- insurance companies - -

- other - -
Total 261 -

7.2.3 Loans to customers: break-down by debtorfissuer attributable to other companies

At 31 December 2006 and at 31 December 2005, the SANPAOLC IMI Group did not hold any such loans,
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7.3 Loans to customers: assets subject to micro-hedging

7.3.1 Loans to customers: assets subject to micro-hedging attributable to the banking group

Eimil}

Type of transactionNValue Total as at Total as at
31122006 3111272005

1. Loans subject to fair value hedging 17.107 19,733
a} interest rate risk 17,107 19,733

b) exchange rate risk - -

) credit risk -

d) other risks - -

2. Loans subject to cash flow hedging 30 93
a) interest rate risk 30 93

b) exchange rate risk - .

<) other - -
Total 17,137 19,826

Loans subject to fair value micro-hedging are stated at cost, adjusted for the {air value of the risk hedged. Where hedging is only partial,
in terms of either the amount covered or the time covered, the total amount of the asset is stated, including the part not subject to hedg-
ing. adjusted for the fair value of the risk hedged. Loans subject to cash flow micro-hedging are stated at their depreciated cost.

7.3.2 Loans to customers: assets subject to micro-hedging attributable to insurance companies

At 31 December 2006 and at 31 December 2005, the SANPAQLO IMI Group did not hold any such assets.

7.3.3 Loans to custorners: assets subject to micro-hedging attributable to other companies

At 31 December 2006 and at 31 December 2005, the SANPAOLO IMI Group did not hold any such assets.

7.4 Financial leases

feimil)
Tune bands 31/12/2006
Explicit Loans unxles Minmmum payments Gress investaent
lons construction Capital  of which guaranieed Interest of which yuarantecd
recovery value recovery vialue
Up to 3 months 67 - 378 - 68 446 -
3 months to 1 year 28 - 1,065 - 188 1,253 -
1-5 years 44 3,529 8 545 4,074 8
Beyond 5 years 3 - 1,881 298 2,179
Unspecified life 75 668 47 - 47
Gross total 217 668 6,900 8 1,099 7,999 8
Adjustments {103) (7) (158) - {158)
- specific (56) - (36) - (36)
- portfolio (47 (7) (122) - {122)
Net total 114 661 6,742 8 1,099 7.841 8

In 2006 the Group operated in the sector of financial leasing to customers mainly through Sanpacio Leasint, the specialized company. Its
loan portfolio for financial leasing is made up of 47,666 contracts, 67.8% of which for property letting, 24.9% for instrumental goods
and 5.3% for automobiles; the remainder referred 1o the naval-aviation sector. The five most important contracts together showed a guar-
anteed residual value on net investment of around 143.6 million eurc and differed financial profits of 46.6 million; potential rents for
accounting as income in the year amounted to 15.9 million euro. At 31 December 2006, the above positions showed no deterioration in
minimum uncollected leasing payments nor non-guaranteed residual values.

Besides the above-mentioned company. financial leasing contracts may also be issued by Neos Finance, in the context of consumer cred-
it, and Banca OPI in the area of public sector financing.
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SECTION 8 - HEDGING DERIVATIVES - CAPTION 80

8.1 Hedging derivatives: break-down by type of contract and underlying asset

8.1.1 Hedging derivatives: break-down by type of contract and underlying asset attributable to the banking group
{€inil}

Type of derivative'Underlying aset Interest Currencies Equities Lot Other Total
rates and gold

A, Listed derivatives

1) Financial derivatives: - - - . R .

with underlying asset exchange - . - . - .

- purchased options - - - - - .

- other derivatives - - - - - -

without underlying asset exchange - - . - - .

- purchased options . - - - - -

- other derivatives - - - - - .

2) Credit derivatives: - - - - . .

—

with underlying asset exchange - - - . - .

without underlying asset exchange - - - - - -

Total A - - - - - -
B. Uniisted derivatives

1) Financial derivatives: 803 15 12 - - 830

with underlying asset exchange - 15 - - - 15

- purchased options - - - - - .
- other derivatives - 15 - - - 15
without underlying asset exchange 803 - 12 - - 815
- purchased options 21 - - - - 21
- other derivatives 782 - 12 - - 794
Credit derivatives: - . . - . R

2

—

with underlying asset exchange - . - - . .

without underlying asset exchange - . - . - -
Total B 803 15 12 - - 830
Total (A + B) as at 31/12/2006 803 15 12 - - 830
Total {A + B) as at 31/12/2005 430 5 - - - 435
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8.1.2 Hedging derivatives: break-down by type of contract and underlying asset atiributable to the insurance companies

(€/mil)

Type of denvative/Undedying asset Interest
rates

Currencies
and gold

Equities

Loans

Other

Testal

A. Listed derivatives

1) Financial derivatives: -

with underlying asset exchange -

- pur¢hased options -

- other derivatives -

without underlying asset exchange -

- purchased options -

- other derivatives -

2) Credit derivatives: -

—

with underlying asset exchange -

without underlying asset exchange -

! Total A -

B. Unlisted derivatives

1) Financial derivatives: 26

with underlying asset exchange -

- purchased options -

without underlying asset exchange 26

26

- purchased options 23

23

- other derivatives 3

2) Credit derivatives: ..

—

164

with underlying asset exchange -

without underlying asset exchange -

164

Total B 26

190

Total (A + B} as at 3171272006 26

190

Total (A + B) as at 3171272005 -

- other derivatives -

8.1.3 Hedging derivatives: break-down by type of contract and underlying asset attributable to other companies

At 31 December 2006 and at 31 December 2005 the SANPACLO IMI Group did not hold any such derivatives,

8.2 Hedging derivatives: break-down by hedged portfelio and type of hedging (hook value)

| Notes.

8.2.1 Hedging derivatives: break-dewn by hedged portfolic and type of hedging (book value} attributable

to the banking group

For 2006 and 2005 the hedging derivatives recognized at caption BO of the assets represent valuation to the market of specific fair value
hedge operations against the banking book. Further information on the Group's risk coverage polices can be found in Part E of these

€/rmil)
Transaction/Hedging type Fair value Cash flows
Specilic Ganeric Specific  Generic
Interest  Exchange Credit Price Other
rite risk risk risk tisk, risks
1. Available-for-sale financial assets 84 - - - - X - X
2. Loans 196 - - X - X - X
4, Financial assets held to maturity X - - X - X 2 X
5. Portfolio X X X X X 10 X -
Total assets 280 - - - - 10 2 -
1. Financial liabilities 518 - - X 4 X 5 X
2. Portfolio X X X X X H X -
Total liabilities 518 - - - 4 1" 5 -
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8.2.2 Hedging derivatives: break-down by hedged portfolic and type of hedging {(book value) attributable to insurance

companies
(€/md
Transaction/Hedging type Fair value Cash flows
Speafic Generic Spedific  Genenc

Interest  Exchange Credit Prics: Other

rate risk risk sk sk risks
1. Available-for-sale financial assets 26 - - X - X
2. Leans - - - X X - X
4, Financial assets held to maturity X - - X - X - X
5. Portfolio X X X X X - X -
Total assets 26 - - - - -
1. Financial liabilities - - 164 X - X - X
2. Portfolia X X X X X - X
Total liabilities - - 164 - - -

B.2.3 Hedging derivatives: break-down by hedged portfolio and type of hedging (book value)

At 31 December 2006 and at 31 December 2005 the SANPAOLQO IMI Group did not hofd any such derivatives.

SECTION 9 - FAIR VALUE CHANGES OF MACRO-HEDGED FINANCIAL ASSETS — CAPTION 90

At 31 December 2006 and at 31 December 2005 the Group had no assets subject to macro-hedging.

SECTION 10 - EQUITY SHAREHOLDINGS - CAPTION 100

10.1 Equity shareholdings in subsidiaries {carrfed at net equity), jointly-controiled companies {carried at net equity) and in
companies subject to significant influence: information on investment refationships

Type of Ownership Voting rights  Notes
relation- at erdinary
ship Hold by Share  shareholder's
Company nare Reyistered offices (1) % mealing (1) %

A subsidiaries

1 CBE Service Spur.l Belgium 1 Sanpaolo IMI 50.00 50.00
Cariforli 5.00 5.00
55.00 55.00
2 Cedar Street Securities Corp. United States 1 Banca IMI Securities  100.00  100.00
Consorzio Studi e Ricerche Fiscali Rome 1 Sanpaolo Ml 55.00 65.00

Banca Fideuram  10.00 10.00
EurizonVita i0.00 10.00

Eurizon Capital SGR 5.00 5.00
Banca IMI 5.00 5.00

Banca OPI 5.00 5.00
Sanpaolo Leasint 5.00 500
IMI tnvestimenti 5.00 5.00

100.00 100.00

4 Immebiliare 21 5.1, Milan 1 Sanpaolo IMI 100.00  100.00
5  Immobiliare Netiuno S.p.A, Bologna 1 Cassa di Risparmio Bologna 100.00  100.00
6 lsyde S.p.A. Turin 1 Eurizon Financial Group 10000 100.060  (A)
7 Sanpaolo IM| Equity Management S.A. Luxembourg 1 IMI irvestimenti  99.99 92.99

LDV Helding 0.01 0.01
100,00 100.00
8  Sanpaolo IMI Management Ltd United Kingdom ! IMI Investimenti 100,00 100.00
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{cont'd: equity shareholdings carried at net equity)

Type of Cwnership Vating rights  Notes
relation- at ondinary
ship Held by Share  sharehoider's
Cormgrany narme Registered offices {1} % meeung (2} %
9 Studi e Ricerche per il Mezzogiorno Naples 1 Sanpaclo IMI - 16.67 16.67
Banca OPI 16,67 16.67
Sanpaolo IMI Investimenti  16.67 16.67
Sanpaole Banco di Napoli  16.66 16.66
66.67 66.67
10 Tobuk Ltd Ireland 1 Sanpaolo IMI Bank kreland  100.00  100.00
11 West Trade Center S.A. Romania 1 Sanpaolo IMl Internazionale  100.00  100.00
12 BN Finrete S.p.A. (in lig.) Naples 1 Sanpaolo IMI~ 99.00 99.00
13 Cioccolato Feletti S.p.A. (in lig.) Aosta 1 Sanpaclo IMI - 100.00 100.00
14 Cotonificio Bresciano Ottolini 5.r). (in liq.} Brescia 1 Sanpaclo (Ml 97.58 97.58
15  Emil Europe '92 S.rl. {in lig.) Bologna 1 Cassa di Risparmio Bologna  93.47 9347
16 imnifin S.p.A. (in lig.} Rome 1 Sanpaclo IM1 100.00  100.00
17 IMIBank A.G. {in lig.) Germania 1 Sanpaclo Bank  100.00  100.00
18 {SC Euroservice G.IM.B.H. {in lig.) Germania 1 Sanpaclo IMI  80.00 80.00
19 Sanpaolo Leasint G.M.B.H. (in lig.) Austria 1 Sanpaclo Leasint  100.0C 100.00
20 Sanpaolo U.S. Helding Co. (in lig.) United States 1 Sanpaclo IMI 100.00  100.00
21 West Leasing S.A. {in lig.) Romamia 1 Sanpaolo M| Bank Romania  88.71 88.71
| B Subject to joint control
1 Alfunds Bank S.A, Spain Sanpaolo Ml 50.00 50.00
2 TIXSpA. Milan Banca IMI  50.00 5000  (B)
3 Centradia Group Ltd (in lig.) United Kingdom Sanpaclo IMI 3045 30.45
€ Companies subject to significant influence
1 Aeroporti Holding 5.r.l. Tusin 4 IMI Investimenti  30.00 30.00
2 Banque Palatine S.A. France 4 Sampaolo IMI - 37.31 37.31
3 (assa di Risparmio di Firenze S.p.A. Florence 4 Sanpaclo IMI 18.60 18.62
4 CR Firenze Gestion infernationale 5.A. Luxembourg 4 Sanpaclo IMI 20.00 20.00
5  GEST Line SpA. Neplas 4 Sanpaclo IM] 30.02 3002 Q)
| 6  Global Menkul Degerler AS. Turkey 4 Banca IMI  20.00 20.00
7 1 Tre Inidative Immebifiari Industriali S.p.A. Rovigo 4 Cassa di Risparmio Padova e Rovigo  20.00 20.00
8 Imaging S.p.A. Milan 4 IMl Investimenti ~ 19.99 1999 (D)
9 Infragruppo S.p.A. Bergamo 4 IMI Investimenti ~ 21.71 21.71 (E)
10 Liseuwro S.p.A. Udine 4 Sanpaolo IMI 35,11 3511
11 Praxis Calcolo 5.p.A. Milan 4 IMI Investimenti 14,52 14,52
LOV Holding 14.51 14.51
29.03 29.03 (F)
12 Sagat S.p.A. Turin 4 IMI Investimenti  12.40 12.40
13 Sanpaolo IMI Private Equity Scheme BV, Netherlands 4 Ldv Holding  23.50 29.38
Sanpaole IM! Equity Management  20.00 -
43.50 2038 ()
14 S Holding S.p.A. Rome 4 Sanpaolo IMI - 35.74 36,74 {H)
Cariforli 0.25 0.25
36.99 36.99
15 Sinloc - Sisterna Iniziative Locali S.p.A. Turin 4 FIN.OPl  10.00 10.00
Banca OPI 8.15 8.15
18.15 i8.15
16 Societd Gestione per il Realizzo S.p.A. Rome 4 Sanpaolo IMI 28.31 28.31
Banca Fideuram 0.64 0.64
28.95 2B95
17  Synesis Finanziaria S.p.A. Turin IMl Investimenti  25.00 25.00
18  Aeroporto di Napoli 5.p.A. {in liq.) Naples Sanpaclo IMI 20.00 20.00
19 Consorzio Bancario SiR S.p.A. (inlig.) Rome Sanpaolo IMI 32.84 32.84
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(cont'd; equity. shareholdings carried at net equity))

Type of Cwnership Voting rights  Notes
relation- at ordinary
shig Held by Share  shareholder’
Company name Reyistered offices {1} Y meetng (2) %
20 tntegra S.ol {in liq.) Bellune 4 Cassa di Risparmio Padova e Rovigo  29.64 25.64
21 Mega International S.p.A. (composition with creditors) Ravenna 4 Neos Banca  48.00 48.00
22 Progema S.rl. Gin lig.) Turin 4 SEP 10.00 10.00

Meos Banca 10.00 10.00
20.00 20.00

Notes to the table of equity shareholdings carried at net equity:

(1) Type of relationship:
1 = rnajority of voting rights at ordinary sharcholders’ meeting
2 = doninant influence at ordinary shareholders” meeting
3 = ayreeinents with other shareholders
4 = companies subject to significant influcnce
5 = singfe ranagement pursuant to article 26, paragraph 1, of D.Lgs. 8702
6 = singl: management pursuant to articlke 26, paragraph 2, of D.Lgs. 87/92
7 = joint control
8 = majority of henefits and risks (SIC 12).
(2} Availability of voting rights at ordinary sharehokler’s meeting. Any *potontial votes” are highlighted in spucific notes.

(A} The holding was acquired in August 2006,

{8 The holding was acquired in December 2006.

{C) The Group disposed of its controlling stake in the company during 2006.

{0} The holding was acquired in February 2006.

(E} The holding was acquired in April 2006.

(F} The holding has been transferred to the portfolio “Available for safe equitis” as a result of the acquisitions of IMI Investirnenti in Deceraber 2006, which resulting
in the Group exerting significont influence.

(G) Comnpany for which IM! Investimenti has initiated disposal (IFRSS).

(H} The hokding has been transferred to the “Available for sale equities™ portfofio as a result ol the acquistions of the Parent Bank in May 2008, which resulted in
Sanpaolo IMI exerting sigrificant infiucnce.

10.2 Equity shareholdings in subsidiaries, jointly-controlled companies and in companies subject to significant influence:
accounting data

(&/mil
Total Total Profit Nt Consolidated Fasir Notes
assets revenies (loss)  shatehobders’ book value
Comnpany name equity value

A. Companies carried at net equity
A1 subsidiaries

1 CBE Service S.p.rl, N - - - - XXX (A)
2 Cedar Street Securities Corp. - - - - - XXX
3 Consorzio Studi e Ricerche Fiscali 1 2 - - - ped
4 Immobiliare 21 5.1l 3 3 3 3 3 XXX
5 Immobiliare Netiuno S.p.A. 1 - - 1 1 KAK
6 Isyde S.p.A. 4 9 - - 9 XXX
7 Sanpaolo IM} Equity Management 5.A. 1 1 - 1 1 XXX
8 Sanpaolo IMi Management Ltd 1 1 - 1 1 XXX
9 Studi e Ricerche per it Mezzogiorno 1 2 - - - XXX
10 Tobuk Ltd - - - - - XX
11 West Trade Center 5.A. - - - - - YOX
12 BN Finsete S.p.A. (in lig.) 2 - - - - XXX
13 Cioccolato Feletti S.p.A. (in lig.) - - - - - XX (B)
14 Cotonificio Bresciano Ottolini 5.r.l. (in fig.) - - - - - XX ()
15 Emil Europe 92 S.rl. {in lig.) 19 - (1) {1) - XXX
16 Imifin Sp.A. (inlig.) 1 - - - - KX
17 IM! Bank A.G. {in lig.) 1 - - 1 1 p e s
18 15C Euroservice G.M.B.H. (in liq.) - - - - - XX (D)
19 Sanpaolo Leasint G.M.B.H. (in lig.) 2 - - 1 1 XXX
20 Sanpaolo U.S. Holding Co. {in liq.} - - - - - KXX
21 West Leasing S.A. {in lig.) 1 - - 1 1 XXX
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(cont'd: accounting information on companies carried at net equity)

Total Tolal Profit Net  Consolidated Fair  Notes
assets revenues {ossy  sharchalders' houk value
Compahy name ) equity value
A.2 subject to joint control
1 Altfunds Bank 5.A. 183 192 16 55 33 KX
2 TXSpA. 6 10 - 5 B XXX
3 Centadia Group Ltd {in liq) - - - - - XXX
A.3 subject to significant influence
1 Aeroporti Holding S.r.l. 30 - - 30 14 XXX (E}
2 Bangue Palatine 5.A. 7,751 460 50 565 211 XXX (F}
3 Cassa di Risparmio di Firenze 5.p.A. 22,980 831 235 1,599 344 652 (G}
4 CR Firenze Gestion Internationale S.A., 35 69 19 21 4 KAX
5 GEST Line S.p.A. - - - - - HKAX
6 Global Menkul Degerler A.S. : 26 21 2 12 3 XXX
7 | Tre iniziative Immobiliari Industriali S.p.A. - - (17} a7n - XXX (A}
8 lImaging S.p.A. - - - - 20 XXX (H}
9 Infragruppo S.p.A. 330 - (1} 156 34 XXX {a)
10 Liseuro S.p.A. 9 4 - 4 1 XXX (E}
11 Praxis Calcolo S.p.A, 17 13 - 11 4 XX
12 Sagat 5.p.A. a8 33 2 59 17 XXX {(4)
13 Sanpaolo IMI Private Equity Scherna B.V. - - - - - XXX
14 Sl Holding 5.p.A. 4,068 991 11 53 54 XXX (E)
15 Sinloc - Sisterna Iniziative Locali 5.p.A. ) 48 1 - 47 g XXX A)
16 Societd Gestione per il Realizzo S.p.A. 66 11 - 24 1 XXX (E)
17 Synesis Finanziaria 5.p.A, 502 122 118 499 125 XXX
18 Aeroporto di Napoli S.p.A. {in lig.) - - - - - XXX (E}
19 Consorzio Bancario SIR S.p.A. (in lig.) i - - {500) - HXX (E}
20 Integra S.rl. (in lig.) - - - - - XXX (E}
21 Mega International 5.p.A. (compesition with creditors) - - - - . - XXX
22 Progema S.tl. (in lig.) - - - - - HKAX
Total 893

Notes to the tables on information on investment relationships:

{4) Data refers to the financial stateinents at 30 June 2006 drawn up by the sulnidiary

{8) Data refers to the financial statetnents at 12 Octoher 2006 drawn up by the subsiciary.

(G} Data refers to the liquidation financial statements at 30 October 2006 drawn up by the subsidiary.

{D) Data refers to the finandial staterments at 20 June 2006 drawn up by the subsiciary.

(£} Dala refers to the financial statements at 21 Decernber 2005 drawn up by the subsidiary.

(F} Data refers to the consolidated financial statements drawn up by the subsifiary.

(G} Data refers 1o the consolidated financial staternents at 30 Septernber 2006 drawn up by the subsidiary. The total revenue caption contains the total company's cor-
solidated “net operating income”..

(H) The company was established in February 2006 as a wehicle for the purchase of 100% of Esaote. At 31 Decernber 2006, the company opted not to prepare finan-
cial statements for the year.
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10.3 Equity shareholdings: annual changes

(e4nil)
Banking Insur.m'ce Uti_mr Tolal
arouy COTANMS COTIRanes

A. Opening balance 819 - - 819
. Increases 269 - - 269
B1. Purchases 139 - - 139
B2. Write-backs - - - -
B3. Revaluations - - - -
B4, Other changes 130 - - 130
. Decreases (195) - - {195}
C1. Sales (28} - - (28)
C2. Adjustments - - -
(3. Other changes (167} - - {167)
. Closing balance 893 - - 893
. Total revaluations - - -
. Total adjustments (218) - - (318)

Caption B4. "Other changes” refers chiefly to profits made from the sale of equity shareholdings and the effects of designation at equity.

Caption C3. "Other changes™ was significantly affected by the full consolidation of Cassa det Risparmi di Forli, which at 31 December
2005 was booked under “Equity shareholdings” for a total 148 million euro.

10.4 Commitments referred to equity shareholdings in jointly-controlled companies
At 31 December 2006, no significant commitments were held in relation to equity shareholdings in jointly-controlled companies.

For the purposes of providing a complete report, below is a description of the commitments held with regard to Cassa dei Risparmi di
Forll 5.p. A., which whilst previously jointly controlled, fell under the fult control of the Group in December 2008 (c.f. Part G of these Notes).
The purchase contract for shares in Cassa dei Risparmi di Forli S.p.A., executed on 29 November 2000 between Fondazione CR Forf {sell-
er) and SANPAOLO IMI and Cassa di Risparmio di Firenze {purchasers), provides that the purchasers transfer to the Fondazione an option
to sell @ maximum number of ordinary shares representing 51.35% of the CR Forli capital, exercisable in several tranches, at the unit price
of B.11 euro per share for the first two tranches and at a determined price with reference to the fair market value for the remaining
tranches, The put option may be exercised by the Fondazione from 12 June 2002 and up to the 15th day before the expiry of the first
period for the termination of the Shareholders” Agreement entered into by the same parties (31 Dacember 2008). On 12 May 2003
Fondazione CR Forll exercised the option to purchase on the first tranche of 8,335,370 crdinary shares (representing 8.75% of share cap-
ital) at a price of 68 miliion euro for the SANPAOLC IMI quota; subsequently, on 15 November 2005 it exercised the option to purchase
on the second tranche of 8,103,596 ordinary shares ({representing 8.48% of capital) at a price of 66 million eurc for the SANPAQLOQ IMI
quota. After these acquisitions, the holding of SANPAOLO IMI went up to 38.25%.

On 28 December 2006, Sanpaolo IMI and Fondazione Cassa dei Risparmi di Forli signed a new agreement supplementing existing agree-
ments for the launch of the “Progetto Romagna”, under which the distribution networks of the SANPACLO IMI Group located in
Romagna and Cassa dei Risparmi di Forll 5.p.A., will be fully integrated. The move to integrate the networks confirms the put option and
guarantees Sanpaolo IMI the possibility of gaining a minimum 519% stake of the share capital of Cassa dei Risparmi di Forli,

On 1 March 2007, formal approval was given to amendments to the Articles of Association of Cassa dei Risparmi di Forli S.p.A. follow-
ing its entry into the Intesa Sanpaclo Group at the general meeting of shareholders. At the same time, the name of the bank was changed
to Cassa dei Risparmi di Forli e della Romagna 5.p.A..

10.5 Cominitments referred to equity shareholdings in companies subject to significant influence

1 May 2005 saw the expiry of the Shareholders” Agreement executed on 15 November 1999 between Cassa di Rispammio di Firenze, BNP
Paribas and SANPAOLO IMI concerning the equity shareholding of the Cassa di Risparmio di Firenze. Subsequently, on 28 September 2005,
2005 SANPAQLOC IMI, in acknowledging the lengthy period in which the agreement had not been renewed, resolved 1o exeicise its option to
purchase ordinary shares in the Cassa di Risparmio di Firenze, held by the Ente, of 10,78% of capital. The exercise of the option, the validity
of which was disputed by the Ente, provided for a price of 3 euro per share, which represented 1.5 times the "base value” of the Cassa di
Risparmio di Firenze share, to be calcufated in this case by taking into account the evaluation methods normally used for the sector, Because
of the dispute by the Ente, the arbitration process required by the agreement was initiated. The board of arbitrators was set up following the
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appointment of its chair by the Florence court, but has not yet released a decision. As the outcome of the call exercise and of the potential
evolution of the dispute were still uncertain at the closing of the financial statements, no purchase commitment was recorded.

Again for the purpoeses of completeness, with regard to commitments and options on equity and capital shares currently classified as
financial assets availabte for sale, it should be mentioned that the put option on 8% of the share capital of Banca delle Marche S.p.A.,
held by the Foundations owning the Bank under the agreement signed an 16 July 2003, expired without being exercised on 31 December
2006.

Finally, the main features of commitments held in subsidiary companies and companies soon to be fully acquired were as follows.

« In 2002 the Bank entered into an agreement with the majority shareholders in Banka Koper D.D,. The agreement aimed at the acqui-
sition of 2 controlling hoiding in the company, provided that SANPAOLO IMi guarantee, in case the Public Cffer launched on the entire
capital of the company in Mar¢h 2002 is successful, a put option on the shares owned by the relevant shareholders that had not con-
tributed to the Public Offer; this right was extended to each shareholder who had contributed at least one share 1o the Public Ofter.
Each shareholder could exercise the put option in the 30 days following 31 March, 30 June, 30 September and 31 December of each
year starting from 30 days subsequent to 31 December 2002 and up to 30 days following 30 June 2006. The price was the OPA price
increased by the interest calculated at the rate paid by Banka Koper for deposits to one year and one day in Slovenian Tolar for the peri-
od running from the last day of vatidity of the OPA to the day of exercise of the option, reduced by the dividends received on the shares
that were the subject of the option. On 21 July 2006 a new shareholders’ agreement voting pact was signed between the parties that
in substance renews the agreements until 31 December 20t1.

On 7 December 2005, SANPAOLO IMI signed a put and call agreement with the shareholder European Bank for Reconstruction, for the
acquisition of the outstanding 20% of the share capital of Banca ltalo Albanese SH.A., exercisable from December 2006 through to
January 2009,

Follovsing the acquisition of 87.39% of the share capital of the Serbian bank Panonska Banka A.D., finalized on 24 November 2006, SAN-
PAOLO IM! took on the commitment to launch a voluntary takeover bid on the remaining share capital, at the same conditions oifered
for the original acquisition. If the required bid price at these conditions proves to be lower than the stock market price for the shares, the
takeover bid wil! fail authorization, leaving SANPAOLO IMI subject to the sole obligation of not purchasing shares for the next three years
at a price lower that the price paid for the original 87.39% stake acquired.

Following the submission of a legally binding bid for the acguisition of the American Bank of Albania (ABA)the Albanian American
Enterprise Fund (AAEF) awarded the immediate sale of 80% of the Albanian bank to SANPAQLO IM, involving the subsequent drawing

up of a put and call agreement for the outstanding 20%. The full valuation of the ABA stands at 157 million American dollars. The con-
dusion of the acquisition, however, remains subject to the attainment of pertinent statutory autheorizations.

SECTION 11 - TECHNICAL INSURANCE RESERVES CARRIED BY REINSURERS - CAPTION 110

11.1 Technical insurance reserves attributable to reinsurers: break-down

(&)
Total as at Total as at
31/12/2006 _ 31/12/2005
A. Casualty branch 35 24
Al premiums reserves 20 12
AZ. daims reserves 15 2
A3. other reserves - -
B. Life branch 11 5
B1. mathematical reserves 1 4
B2. reserves for amounts to be disbursed - 1
B3. other resarves - -
C. Technical reserves for investment risks to be borne by the insured -
€ 1. reserves for contracis with disbursements connected with investment funds and market indices - -
C2. reserves from pension fund management -
D. Total insurance reserves carried by reinsurers . 46 29

11.2 Changes in caption 110 “Technical insurance reserves attributable to reinsurers”

Technical insurance reserves carried by reinsurers in 2006 rose by 17 million euro, due mainly to the casuaity branch.
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SECTION 12 - TANGIBLE ASSETS — CAPTION 120
12.1 Tangible assets: break-down of assets valued at cost
(emip
AssetValue Banking Irsurance Other Tote & at Total & at
group companies Companies 31/122006 NA22005
A. Assets
1.1 owned by the Bank 2,744 30 - 2,774 1,987
a) land 965 17 - o2 912
b) buildings 859 5 - 864 819
¢ fixtures and fittings 93 1 - 100 99
d) electrical equipment 105 - - 105 118
&) other 76 7 - 723 39
1.2 leased 41 - - 41 89
a) land 17 - - 17 31
b) buildings 24 - 24 26
<) fixtures and fittings - - - 1
d) electrical equipment - - - 10
e) other - - - 1
Total A 2,785 30 - 2,815 2,056
B. Tangible assets held for investment
2.1 owned by the Bank 86 50 - 136 21
a) land 62 38 - 100 9N
b) buildings 24 12 - 36 30
2.2 leased - - - -
a) land - - -
b) buildings - - - -
Total B 86 50 - 136 121
Total (A + B) 2,871 80 - 2,951 2,177

12.2 Tangibie assets: break-down of assets designated as at fair value or revaluated

The SANPAOLO IM! Group did not designate tangible assets at fair value for 2006 and 2005,
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12.3 Tangible assets: annual changes

12.3.1 Tangible assets: annual changes attributable to the banking group

i)

Land Buiklings Fixtors Electrical Other Totsl as at
and fittings equipment 311272006
A, Gross opening balance 917 2,559 432 1,126 527 5,561
A.1 Total net decreases in value - 1,720 332 998 488 3,538
A.2 Net opening balance 917 839 100 128 39 2023
B. Increases 109 153 28 93 1,590 1,973
B.1 Purchases a2 120 26 91 205 534
B.1.1 Business tombinations 33 78 7 18 3 139
B.2 Capitalized improvermnent expenses 18 - - 1 19
8.3 Write-backs - - - -
8.4 Positive fair value changes charged to: - -
a} net shareholders’ equity - - -
b) statement of income - “ - -
B.S Positive exchange differences - - - - -
B.6 Transfer from assets held for investment 1 1 - - - 2
B.7 Other changes 16 14 2 2 1,384 1,418
C. Decreases (44) (109) (29) (118) (913) (1,211)
C.1 Sales (37) (24) 7 6 (1) {75)
C.2 Depreciation - {75) 20 {161) (28) (224)
C.3 Value adjustments due to impairment charged to: - - - - - -

a) net shareholders’ equity - - - - -
b) statement of income - - - - - -
C.4 Negative fair value changes charged to: - - - - - -
a) net shareholders’ equity - - - - - -
b) statement of income - - - - - -
C.5 Negative exchange differences - - - - - -
C.6 Transfers to: (4) (¥d) - - - {11
a) tangible assets held for investment (1) (1 B - B 2)
b} discontinued operations (3 (6) - - - (9
C.7 Other changes (3) (3) (2) (9) (B84) {901
D. Net closing balance 982 883 99 105 716 2,785
D.1 Total net decreases in value - 1,645 312 897 460 3.314
D.2 Gross closing balance 982 2,528 411 1,002 1,176 6,099

E. Valued at cost

Sub-caption £ - Valued at cost has not been included as, in accordance with Bank of Italy instructions (Circular no. 262 issued 22 December
2005}, it is required only for tangible assets designated at fair value in accounts,

Sub-caption B.1 - Purchases includes the effects of business combinations performed, specified in greater detail in Part G - Business com-

binations of companies or business branches of these Notes.

The caption “Tangible assets — other” chiefly consists of assets awaiting lease and goods under construction destined for financial leas-

ing, with movements detailed in sub-captions B.7 and C.7.
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12.3.2 Tangible assets; annual changes attributable to insurance companies

{eani
Land Buildings Fixlres Elecarical Other Total as at
and fittings aquipment 3112/2006
A. Gross opening halance 26 8 3 - 2 39
A.1 Towal net decreases in value 2 3 - 1 6
A2 Net opening balance 26 6 - 1 33
B. Increases 8 3 1 8 20
B.1 Purchases - 3 1 [ G
B.2 Capitalized improvement expenses - - - -
B.3 Write-backs - - - .
B.4 Positive fair value changes charged to: - - - - -
a) net shareholders' equity - - - - -
b) statement of income - - - - -
B.5 Positive exchange differences - - . -
B.6 Transfer from assets held for investrnent 8 - - - 8
B.7 Other changes - - - 3 3
C. Decreases (17) (4) - - (2) (23)
C.1 Sales - - . R _
(.2 Deprediation - - - - 2) (2)
C.3 Value adjustments due to impairment charged to: - - - -
a) net shareholders’ equity - - - . .
b} statement of income . - - -
C.4 Negative fair value changes charged to: - - - - -
a) net shareholders’ equity - - - - R
by staternent of income - - - - -
C.5 Negative exchange differences - . - - - .
C.6 Transfers to: (i7) - - - (17
a) tangible assets held for investment (17 - - - an
b} discontinued operations - - - - -
€.7 Other changes - (4) - - {4)
D. Net closing balance 17 5 1 7 30
D.1 Total net decreases in value - 2 3 - 1 4
D.2 Gross dosing balance 17 7 4 - 6 34

E. Valued at cost

Sub-caption E - Valued at cost has not been included as, in accordance with Bank of Italy instructions {Circutar no. 262 issued 22 December

2005}, it is required only for tangible assets designated at fair value in accounts,
12.3.3 Tangible assets: annual changes attributable to other companies

At 31 December 2006 and at 31 December 2005, no such changes were recorded in the SANPAQLO IMI Group.
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12.4 Tangible assets held fer investment: annual changes

Edmil)

Banking group Insurance companies Other coinpanies Total as at 31/12/2006
Land  Buiklings Land  Buildings Land  Buiklings Land  Buddings
A. Gross opening balance 62 19 29 11 - - 9N 30
B. Increases 5 12 17 2 - - 22 14
B.1 Purchases - - - 2 - . - 2
B.2 Capitalized improvement expenses - - - - - - - .
B.3 Positive fair value changes - - . - - - - -
B.4 Wiite-backs - - - - - - - 8
B.5 Positive exchange differences - - - - - - - -
B.6 Transfer from tangible assets ] 1 17 - - - 18 1
B.7 Other changes 4 " - - - - 4 11
C. Decreases {5} 7 (8 {1} - - (13) (8)
C.1 Sales 4) 3 - - - - ) (3)
.2 Depreciation - - - (1 - - . Iy
C.3 Negative fair value changes - - - - - - - .
C.4 Adjustments due to impairment - - - - - . - -
C.5 Negative exchange differences . - - - - . . -
€.6 Transfer to other asset portfolios: {1) (1) {8) - - - {9) (1
a) 1angible asses (1) {n {8) - - - )] (1)
b} discontinued operations - - - - - - - -
€.7 Qther changes - {3) - - - - . (3
D. Net closing balance 62 24 38 12 - - 100 36
E. Designated as at fair value 92 37 41 21 - - 133 58

Sub-caption £ — Designated as at fair vatue has been included as, in accordance with Bank of ltaly instructions (Circutar no. 262 issued 22
December 2005), fair value designation is reguired for all real estate stated in the balance sheet at cost.

12.5 Commitments te purchase tangible assets

The Group had no significant commitments to purchase tangible assets in 2006.

Depreciation rates for tangible assets

Tangitde assels

Depredation fute

Deprecialion rate

applied 2006 apphed 2005
(range %) {range %)
Property
- buildings 3175% 37%%

Furniture and plant fixtures

- fixtures and fittings

from 24% to 30% from 24% to 30%

- glectrical equipment

40%

40%

- other

from 30% to 60% from 30% to 60%
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SECTION 13 - INTANGIBLE ASSETS — CAPTION 130

13.1 Intangible assets: break-down by type of asset

(&imif)
AssetNalue Banking group Insurance cotmpanies Other companies Tolal as at 311272006 Total g5 a1 317122005
Detinite Indefinite Definite Indefinite Definite Indefinite Detinite Indetimte Definite Indetinite
life lite Iife Iite life lile life: life fifer ife
At Goodwill X 1,994 X 29 X - X 2,023 X 756
A1 atiributable to the Group X 1,894 X 29 X - X 2,023 X 756
A.1.2 atbibutable to minority interests X - X . X - X - X -
A.2 Other intangible assets 246 - 36 - - - 282 - 252 -
A2 Assets valued at cost 246 - 36 - - - 282 - 252 -
a} Intangible assets
generated internally 190 - - - - - 190 - 169 -
b) Other assets 56 - 36 - - - 92 - 83 -
A2.2 Assets designated as at fair value - - - - - - - - - -
a) Intangible assets
generated internally . . - - . . - R .
b} Other assets - - - . . - - - - -
Total 246 1,994 36 29 - - 282 2,023 252 756

The following table shows the list of goodwill amounts for the SANPAOLO IMI Group and highlights the company to which such good-
wilt relates.

Analysis of goodwill (ehmif
Tolal s at Tetal a5 at
311272006 3111272005
Banking 1,994 727
Bank of Alexandria 1,044 -
Banco di Napoli 636 636
Panonska Banka 95 -
Banka Koper 57 57
Cassa dei Risparmi di Forli 90 -
Banca ttalo Albanese 38 -
Gruppo Cardine 11 1t
IMI Investimenti {gid Sanpaolc IMI Private Equity) 7 7

Inter-Europa Bank

Banca Popolare dell'Adriatico

Other 7 7
Savings and Assurance 29 29
Noricum 24 24
Eptaconsors 5 5
Total 2,023 756

Information on the method used for the impairment test on goodwill

fFor the purposes of the impairment test, the goodwill amounts of the SANPACLO IMI Group were allocated to the following two busi-
ness areas:

* Banking;

* Savings and Assurance.

Goodwill is monitored at the central function level. However, in conformity with international accounting standards, which require the
allocation of goodwill to entities, single cashflow-generating units or groups thereof, no larger than the segments identified for man-
agement reporting, goodwill has been attributed o the above business areas.

Of a total 2,023 million euro in goadwill for 2006, 1,994 million euro was attributable to the business area “Banking”, while the remain-
ing 29 miltion euro w/as attributable to the area “Savings and Assurance”. The impairment 1est carried out on the two business areas did
not reveal any impairment in the goodwill,
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13.2 Intangible assets: annual changes

13.2.1 Intangible assets: annual changes attributable to the banking group

Etmil)
Goodwill Other intangible assets! Othes intangibhe assets: Total as at
___generated intornally other 31/1272006

Definite Indefinite Definite Indefinite
lile lile life life

A. Opening balance 728 466 - 260 - 1,454
A1 Total net decreases in value 1 287 - 181 - 479
A.2 Net opening balance 727 169 - 79 - 875
8. Increases 1.267 133 - 53 - 1,453
B.1 Purchases 1,267 108 - 51 - 1,427
8.1.1 Business combinations 1,267 - - - - 1,267
B.2 Increases in internal intangible assets X 23 - 1 . 24
B.3 Write-backs X - - - - -
B.4 Negative fair value changes: - - - - - -
- net shareholders’ eguity X - - - - -

- statement of income X - - - - -
B.5 Positive exchange differences - - - - - -
B.6 Other changes - 1 - i - 2
C. Decreases - (112) - (76) - {188)
C.1 Sales - - - (6) - (6}
C.2 Adjustments - (132} - (50) - (162)
- Amaortization X (112) - (50) - (162}
- Write-downs - - - - - -
+ net shareholders’ equity X - - - - -
+ staternent of income - - - - - -
C.3 Negative fair value changes: - - - - - -
- net shareholders’ equity X - - - - -
- statement of income X - - - - -
C.4 Transfer to discontinued operations - - - - - -
C.5 Negative exchange differences - - - - - -
C.6 Other changes - - - (20) - (20)
D. Net closing balance 1,994 190 - 56 - 2,240
D.1 Total net adjustments 1 216 - 187 - 404
E. Gross closing balance 1,995 406 - 243 - 2,644

F Valued at cost

Sub-caption F — Valued at cost has not been included as, in accordance with Bank of ttaly Circular no. 262, it is required only for intangi-

ble assets designated at fair value in accounts.
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13.2.2 Intangible assets: annual ¢changes atiributable to insurance companies

(€mil}

Goodwill Other intangible assets: Other intangible assets: Total as at
generated inlernalky olher 31/1272006

Definite Indefinite Definite Indefinite

life hfe Wi fie
A. Opening balance 29 4 - 15 - 48
A1 Total net decreases in value - 4 - 11 - 15
A.2 Net opening balance 28 - - 4 - 33
B. Increases - - - 45 - 45
B.1 Purchases - - - 28 - 28
B.2 Increases in internal intangible assets X - - - - -
B.3 Write-backs X . - - N .
B.4 Negative fair value changes: . - - - - -
- net shareholders’ equity X - - - . -
- statement of income X - - - - .
B.5 Positive exchange differences - - - . - .
B.6 Other changes - - - 17 - 17
C. Decreases - - - 3 - (13)
C.1 Sales - - - - 8 .
C.2 Adjustmenis - - - 12) - (12)
- Amortization X - - {12) - {12}
- Write-downs . - . - - -
+ net shareholders' equity X - - - - .
+ statement of income - - - - - .
C.3 Negative fair value changes: . - - - . -
- net shareholders’ equity X - - - . -
- statemen? of income X - - - - -
C.4 Transfer to discontinued operations - - - - - -
€.5 Negative exchange differences - - - - - -
C.6 Other changes - - - (1) - (1)
0. Net closing balance 29 - - 36 - 65
D.1 Total net adjustments - 4 - 23 - 27
E. Gross closing balance 29 4 - 59 - 92

F. Valued at cost

Sub-caption F - Valued at cost has not been included as, in accordance with Bank of laly Circular no. 262, it is required only for intangi-

ble assets designated at {fair value in accaunts,

13.2.3 Intangible assets: annual changes attributable to other companies

At 31 December 2006 and at 31 December 2005, no such changes were recorded in the SANPAOLO IMI Group.

13.3 Other information

The Group has no significant commitments to purchase intangible assets.

Amortization rates for intangible assets

intungible assets wath fimited useful lile

Tolal 4y 4l 31122006 Total as at 3171272005
Anoriization rate Ammortization rate
applied applied
{range %) (tanie %)

Software yet to be implemented

Software in use

33.33% 33.33%
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SECTION 14 - TAX ASSETS AND LIABILITIES ~-CAPTION 140 UNDER ASSETS AND CAPTION 80

UNDER LIABILITIES

Tax assets and liabilities are as follows:

(E/mii)
Banking Brsurance Other Total as at Total a4 at
group companies companies 311122006 A 22005
Tax assets 2,526 164 - 2,659 2,728
current 894 8 - 902 988
deferred 1,632 156 - 1,788 1,740
Tax liabilities (783) (186) (969) (860)
current (408) (5) 413 (216)
deferred (37%) (181) (556) (544)

The following tables provide details on deferred tax assets and liabilities and their movemnents. With regard to their break-down, they are

essentially refated to taxable income or deductible losses for ltalian companies in future years.

14.1 Deferred tax assets: break-down

f€imif}
Banking ksurance Other Total as at Total as at
qrup companies companies 31122006 31122005
Corresponding statement of income caption 1,339 a4 - 1,383 1,136
1 Provitions and reserves 533 - - 533 350
2 loans 181 1 - 182 202
3 Losses carried forward 18 - - 18 4
4 QOther 607 43 - 650 549
Corresponding shareholders’ equity caption 293 112 - 405 604
1 Cash flow hedge 6 - - 6 14
2 Recognition of actuarial losses 56 - - 56 98
3 Available-for-sale assets 1 12 - 13 -
4 Compensated goodwill pursuant to D.Lgs. 87/92 226 - - 226 226
5 Adjustments on technical insurance reserves - 90 - ElY 182
6 Other 4 10 - 14 84

In 2006 and 2005 the residual categories “other” also include tax adjustments consequent upon the assessment of taxable income in
accardance with criteria other than the IAS/AFRS. Tax credits have also been included for insurance companigs, relating to duties paid to
Inland Revenue on actuarial reserves, in accordance with Decree Law no. 209/2002.

14.2 Deferred tax liabilities: break-down

fe/mi)
Banking Insurance Other Total as at Totat as at
group COMPanies companies 3141272006 3N22005
Corresponding statement of income caption 300 52 - 352 192
1 Securities at fair value 2 30 - 32 27
2 Deductible generic loan losses 105 - - 105 119
3 Other 163 22 - 215 46
Cotresponding shareholders’ equity caption 75 129 - 204 452
1 Reserves pursuant to Law 169/83 - - 4
2 Reserves pursuant to Law 213/98 - - 8
3 Financial instruments of the insurance business 59 - 69 228
4 Available-for-sale assets 51 34 - 85 37
S Other 12 26 - 38 175

The residual categories “other™ for the years 2005 and 2006 also include tax adjustments consequent upon the assessment of taxable

income in accordance with criteria other than the JAS/IFRS.
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14.3 Change in deferred tax assets {with corresponding captien under statement of income)

(&mi
Banking Insurance Oihor Total & at Total 2 a1
grodup cotnpanies Corpnies 311272006 317122005
1. Initial amount 1,067 69 - 1.136 1,269
2. Increases 720 42 - 762 687
2.1 Deferred tax assets recognized during the year 452 42 - 494 642
a) from previous years 17 - 17 7
b) due to adoption of different accounting standards - - - 278
o) wiite-backs 3 - - 3 -
d) other 432 42 474 357
2.2 New taxes or incréases in fiscal rates 122 - 122 -
2.3 Other increases 146 - 146 45
3. Detreases (448) (67) - (515} {820)
3.1 Deferred tax assets cancelled during the year (263) (509 - (213) (498)
a} reallocation (245) {50} - {295) (498}
b) writedowns due to irrecoverability (18) - (18) -
o) due to adoption of different accounting standards - - -
3.2 Decreases in fiscal rates - - -
3.3 Other decreases {185) (17) - {202) (322)
4. Final amount 1,339 a4 - 1,383 1,136

"Qther increases” includes 33 million euro in relation to newly consolidated companies. “Other decreases”, on the other hand, includes

17 million euro relating 10 companies exciuded from consolidation in 2006,

“Cther decreases” for the year 2005 include, with no impact on the staternent of income, 194 million euro for redistribution of tax
amounts entered as open balances in the deferred tax assets for FTA (JASAFRS} which, following the clarifications introduced by Bank of
kaly Circular 262, have been entered (net amount) in prepaid assets.

14.4 Change in deferred tax liabilities (with cormsponding caption under statement of income}

(eimil
Banking fsuranue Other Total s at Total as at
qroup companies cornparies 311272006 3N 22005
1. Initial amount 176 16 192 141
2. Increases 169 38 207 199
2.1 Deferred tax liabilities recognized during the year 43 33 - 76 124
a) from previous years 2 - - 2 -
b} due to adoption of different accounting standards - - - - 87
¢} other 41 33 74 37
2.2 New taxes or increases in fiscal rates 2 4 6 -
2.3 Cther ingeases 124 1 12% 75
3. Decreases {45) (2} (4 148
3.1 Deferred tax fiahilities cancelied during the year (34) (2) (36) 78
a) reallocation (14) ] {16} 74
b) due to adoption of different accounting standards - - - -
Q) other (20) - (20) 4
3.2 Decreases in fiscal rates - - - - -
3.3 Cther decreases (1) - - {11) 70
4. Final amount 300 52 352 192

"Other increases” includes 69 million euro relating to newly consolidated companies, and 45 million euro in offsetting relating to taxes

stated in a balancing entry to sharehalders' equity.
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14.5 Change in deferred tax assets (with corresponding caption under net shareholders' equity)

fesmi)
Banking Insurance Other Total as at Totad as at
group companies tompanies 31/12/2006 311272005
1. Initial amount 346 258 - 604 237
2. Increases 4 26 - 30 526
2.1 Deferred tax assets recognized during the year 3 - - 3 524
a) from previous years - - . - -
b) due to adoption of different accounting standards 523
< other 2 - - 2 i
2.2 New taxes or increases in fiscal rates - - - - -
2.3 Other increases 1 26 - 27 2
3. Decreases {57} (172) - (229) (159)
3.1 Deferred tax assets cancelled during the year (46) (152) - (198) {16)
a} reallocation (46) (152) - (108) {16)
b) writedowns due to irrecoverability - - - - -
€ due to adoption of different accounting standards - - - - -
3.2 Decreases in fiscal rates - - - - -
3.3 Other decreases {11} (20 - (31) {143)
4. Final amount 293 112 - 405 604

The “taxes recognized during the year - due to adoption of different accounting standards” for the year 2005 also included 98 million

euro relating to actuarial losses charged to shareholders® equity.

14.6 Change in deferred tax labilities (with corresponding caption under shareholders’ equity)

f&/mil)
Banking Isurance Other Total as at Total as at
areup comgraiies cornpanies 31/12/2006 311272005
1. Initial amount 117 335 - 452 338
2. Increases 28 51 - 79 388
2.1 Deferred tax liabilities recognized during the year 17 - 17 363
ay from previous years - - - -
b) due to adoption of different accounting standards - - - 351
o other 17 - 17 12
2.2 New taxes or increases in fiscal rates - - - 20
2.3 Other increases 11 51 - 62 5
3. Decreases {70) {257) (327) (274)
3.1 Deferred tax liabilities cancelled during the year {66) (257) (323 (12)
a) reallocation (19 (257) - (276} -
b} due to adoption of different accounting standards - - . - -
d other an - - @an (12)
3.2 Decreases in fiscal rates - - - -
3.3 Other decreases (4 - - (@ (262)
4. Final amount 75 129 - 204 452

"Other decreases” for the year 2005 indude, with no impact on the statement of income, 194 million eure for redistribution of tax
amounts entered as open balances in the deferred tax for FTA (LAS/IFRS) which, following the clarifications introduced by Bank of laly
Circular 262, have been entered {net amount) in prepaid assets. For insurance companies, returns refer chiefly to movements in the AFS

reserve and the connected shadow accounting reserve,
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14.7 Other information

As of 2004, SANPAGLO IMI and certain Group companies have adopted the "domestic tax consolidation™ system governed by Articles
117-129 of the ltalian Consolidation Act on Income Taxes, enacted by D.Lgs. no. 344/2003. Reported below is the full list of companies
included within the scope of consolidation for 2006.

Holding companies:
* SANPACLC IMI

Subsidiary companies:

* Cassa di Risparmio di Padova e Rovigo
*» Cassa di Risparmio di Venezia

» {assa di Risparmio in Bologna

» Friulcassa

Sanpaolo Banca dell’Adriatico
Sanpaolo Banco di Napoli

Banca IM]

Banca OPI

Emil Europe "92 Sl in liquidation
* FIN.OPI

Immobiliare 21 5rl

IME Investimenti

Sanpaolo Fiduciaria

* Sanpaclo IMI Internazionale

¢ Sanpaoclo IMI Insurance Broker

* Sanpaoclo Leasint

* Eurizon Financial Group

* EurizonVita

* Banca fideuram

Fideuram Fiduciaria

Fideuram lnvestimenti SGR
Eurizon Capital SGR

Eurizon Alternative Investments SGR
Sanpaclo Invest SIM

Universo Servizi

Sanpaolo IMI Investimenti per lo Sviluppo SGR
Sanpaalo IMi Fendi Chiusi SGR
* Neos Banca

* Neos Finance

» Consumer Financial Services Srl

*

Information on principal tax ditigation can be found in Part B — Section 12 - Provisions for risks and charges - of these Notes.
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SECTION 15 - NON-CURRENT ASSETS AND DISCONTINUED OPERATIONS AND ASSOCIATED
LIABILITIES = CAPTION 150 UNDER ASSETS AND CAPTION 90 UNDER LIABILITIES

15.1 Non-current assets and discontinued operations: break-down by type of asset

fetmil}
Banking Insurance Qther Total as at Total as at
group companies campanies 311272006 311272005
A, Individual assets
A.1 Equity shareholdings 4 - 4 9
A.2 Tangible assets 37 - 37 40
A.3 Intangible assets - - - - -
A4 Other non-current assets - - - - -
Total A 41 - a1 49
B. Groups of assets {business units sold)
B.1 Financial assets held for trading 22 - 22 29
B.2 Financial assets designated as at fair value - - -
8.3 Available-for-sale financial assets - - -
B.4 Financial assets held to maturity - - - -
B.5 Loans to banks 33 - 33 66
B.6 Lloans to customers 24 24 41
B.7 Equity shareholdings - - .
B.8 Tangible assets 1 1 -
B.9 Intangible assets 1 - 1 -
B.10 Other assets 54 54 35
Total 8 135 - 135 i
C. Liabilities on single discontinued operations
C.1 Payables - - -
C.2 Securities - - -
C.3 Other liabilities - - - -
Total C - - -
D. Liabilities on discontinued operations
D.1 Due to banks - - 12
0.2 Due to customners 63 - - €3 86
D.3 Securities issued - - - - -
D.4 Financial liabilities held for trading - - - -
D.5 Financial liabilities designated as at fair value - - - -
D.6 Provisions 78 - - 78 25
D.7 Other liabilities 24 - - 24 41
Total D 165 - - 165 164

The caption equity shareholdings (individual assets) for 2005 referred to the subsidiary Sanpaolo IMI Private Equity Scheme B.V. {subsidiary
company of Sanpaolo IM! Private Equity). The figure for 2006 is essentially comprised of the residual share (30%) held in GEST Line by

the Parent Bank.

The caption tangible assets refers to portfolio assets to be sold to the Parent Bank and to the network banks.

Discontinued operations {and associated liabilities) include entries referring to a number of French companies belonging to the former

Fideuram Wargny Group.

In 2005, the Board of Directors of Banca Fideuram moved to consider potential opportunities to dispese of the Fideuram Wargny Group.

At the close of 2006, the sale process had not reached a totally successful outcome. Nevertheless, on 26 June 2006, the online broker-
age branch of Bangue Privée Fideuram Wargny was sold to Bourse Direct {a subsidiary of the Viel & Cie Group, a leading operator on the

French market) for a price of six million eurc.
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Due to the interruption of negotiations with Eurcland Finance, considered a potential purchaser for Banque Priveé Fideuram Wargny,
Banca Fideuram decided to proceed with the liquidation of Banque Privée and its subsidiary Fideuram Wargny Gestion S.A. The focus of
liquidation wili be to attain the greatest value possible for the corporate assets from parties interested in their acquisition.

On 6 September 2006, the Board of Directors of Banca Fideuram approved the resolution to establish Euro-Tresorerie S.A., a treasury com-
pany created specifically to manage the financial assets owned by Banca Fideuram. The conirolling stake held in Euro-Tresorerie S.A. (for-
mer W.D.W. 5.A)) was transferred from Banque Privée Fideuram Wargny to Financigre Fideuram in the third quarter of the year so as to
guarantee a direct chain of control. Operations for Euro-Tresorerie were launched in the fourth quarter of the year, involving a capital
increase from Financiére Fideuram, which in turn was recapitalized by Banca Fideuram, for a total of 200 million euro.

These operating decisions resulted in the full line-by-line reconsolidation of the holding Financiére Fideuram, of Euro-Tresorerie and of
Fideuram Wargny Gestion SAM, which at 31/12/2005 were entered as “discontinued operations”.

15.2 Other information

During 2006, the SANPAQLQ IMI Group sold its entire tax collection branch to Riscossioni 5.p.A. The disposal of the business branch was
finalized in the second half of the year; hence, in the half year report for 2006, assets and liabilities relating to the tax collection subsidiary
GEST Line were recognized and entered as "Non-current assets and discontinued ocperations”.

15.3 Infarmatien on equity shareholdings in companies subject to significant influence but not carried at equity

At 31 December 2006, the Group did not perform such entries.

SECTION 16 - OTHER ASSETS — CAPTION 160

16.1 Other assets: break-down

&mil)

Buti¥ing Insurance QGther Total as at Total «5 at

geoup cotmpanivy cormpardes 322006 31/1272005

Unprocessed transactions 1,093 - - 1,083 2,586
Amounts in transit with bank branches and subsidiaries 1,250 59 - 1,309 B4t
Amounts related to insurance business - 277 - 277 532
Amounts due from tax authorities 71 431 - 502 326
ttems related to securities fransactions 262 - - 262 268
Depaosit at Bank of Italy in connection with Isveimer liquidation 58 - - 58 58
Checks and other instrurnents held 64 - - 64 36
Depasits with clearing houses 12 - - 12 3
Deposit at Bank of italy in relation 10 settlement of SGA losses 7 - - 7 7
Qther items {*) 2,185 - - 2,185 1,570
Total 5,002 767 - 5,769 6,455

{*) The “other items” alse include 1.3 inillion euro referred to the net carrying atnount of the credit of the parent hank arisiny out of the sentence of the Supreme
Court in relation to the IMi SIR dispute. See Part E of these explanatory Notes for further information on this dpute.
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Liabilities
SECTION 1 - DUE TO BANKS - CAPTION 10

1.1 Due to banks: break-down by type

Liabilities - Section 1

feimil)
Transaction type/Group companies Banking Insurance Other Total as at Totat as at
group cormnpanies COIMPnies 31/122006 31/12/2005
1. Due to central banks 3,628 - 3,628 3,210
2. Due to banks 35,161 124 35,285 32,472
2.1 Cumrent accounts and demand deposits 5,086 - 5,086 4,853
2.2 Tied deposits 16,425 - - 16,425 11,783
2.3 Financing 10,414 - - 10,414 9,481
" 2.3.1 financial leasing - - - -
2.3.2 other 10,414 - - 10,414 9,481
2.4 Debts for repurchase of own equity securities 100 - - 100 7
2.5 Uabilities corresponding to assets sold and not cancelled 2,982 - - 2,882 6,078
2.5.1 severse repurchase agreements 2,982 - - 2,582 6,078
2.5.2 others - - - - -
2.6 Other amounts due 154 124 - 278 260
Total 38,789 124 - 38,912 35,682
Fair Value 38,793 124 - 38,917 35,773
1.2 Break-down of caption 10 "Due to banks": subordinated liabilities
At 31 December 2005 there were no subardinated liabilities due to banks.
1.3 Break-down of caption 10 "Due to banks": structured liabillties
The SANPAOLO IMI Group does not have structured liabilities,
1.4 Break-down of caption 10 "Due to banks™ debts subject to micro-hedging ,
(& lmil)
Type of vahsactionMatue Total as at Totak as at
3111272005 3111272005
1. Debts subject to fair value hedging 249 78
a) interest rate risk 249 78
b) exchange rate risk -
¢) other risks -
2. Debis subject to cash flow hedging 84 1,633
a) interest rate risk 84 1,633
b) exchange rate risk -
¢} other - -
Total 333 1,711

1.5 Liabilities for financial leases

At 31 December 2006 and at 31 December 2005 the Group did not have significant abilities for financial leases.
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SECTION 2 - DUE TO CUSTOMERS - CAPTION 20

2.1 Due to customers: break-down by type

{€imil)

Transdaction type/Group compartinxent Banking Instirance Other Total & at Total us at
group CONPanios Companies 117122006 31/122005

1. Current accounts and demand deposits 78,666 - 78,666 74,562
2. Tied deposits 8,352 - 8,352 5734
3. Public funds administered 144 - 144 145
4. Financing 14,291 - 14,291 585
4.1 financia! leasing - - 17
4.2 other 14,291 - 14,291 sS08

5. Debts for repurchase of own equity securities 85 - - 85 79
6. Liabilities corresponding to assets sold and not cancelled 3,451 - 3,451 10,545
6.1 reverse repurchase agreements 3,449 - 3,449 10,545
6.2 other 2 - 2 -

7. Other amounts due 504 - 504 656
Total 105,493 - 105,493 92,306
Fair value 105,493 - - 105,493 92,306

2.2 Bresk-down of caption 20 “Due to customers”: subordinated liabllities

At 31 December 2006 and at 31 December 2005 the Group did not have significant positions relative to subordinated liabilities due to
customers.

2.3 Break-down of caption 20 “Due to customers™: structured liabilities

The SANPAOLO IMI Group does not have structured liabilities.

2.4 Break-down of caption 20 "Due to customers”; debts subject to micro-hedging

femi
Type ol transactionNatue Totd as at Tostal oy a1
31/12/2006 31/12/2005
1. Debts subject to fair value hedging - 130
a) interest rate sisk - 110
b) exchange rate risk
¢} other risks -
2. Debts subject to cash flow hedging 45 -
a) interest rate risk 45 -
b} exchange rate risk - -
¢) other - -
Total 45 110

2.5 Break-down of caption 20 “Due to customers™: liabilities for financial feasing

At 31 December 2006 and at 31 December 2005 the Group did not have significant debt positions for financial leasing.
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SECTION 3 - SECURITIES ISSUED - CAPTION 30

3.1 Securities issued: break-down by type

(&imil}

Tyix: of secunity/Group compartrient Banking group Insurance companioy Qlher companies Tatal as a1 317122006 Total as at 31/12/2005
Back Fair Book Fair Bock Fair Book Fair Bonk Fair

vakie valie value value value value value valiie value vatue

A, Listed securities 15,314 15,326 - - - 15,314 15,326 13,698 13,953
1. Bonds 14,295 14,307 - - - 14,285 14,307 10,056 10,311
1.1 structured 566 568 - - - 566 568 == ==

1.2 other 13,729 13,739 - - - - 13,729 13,739 == ==

2. Other securities 1,019 1.019 - - - 1,019 1,019 3,642 3,642
2.1 structured - - - - - - - - -

2.2 other 1,019 1,019 - - B - 1,019 1,019 3,642 3,642

B. Unlisted securities 40,598 40,511 2 Z - 40,600 40,513 33,287 33,287
1. Bonds 26,931 26,844 2 2 - - 26,933 26846 24415 24 415

1.1 struciured 1,598 1,598 - - - 1,588 1,598 == =

1.2 other 25,333 25,246 2 2 - - 25,335 25,248 = oo

2. Other securities 13,667 13,667 - - - - 13,667 13,667 B,872 8,872
2.1 structured - - - - - - - - -

2.2 other 13,667 13,667 - - - - 13,667 13,667 8,872 8,872

Total 55912 55,837 2 2 - - 55914 55839 46,985 47,240

3.2 Break-down of caption 30 "Securities issued”: subordinated securities

The full list of subordinated securities can be found in Part F — Information on the consolidated balance sheet of these Notes. At 31

December 2006, subordinated securities totaled 8,012 million euro (6,219 million at 31 December 2005).

3.3 Break-down of caption 30 "Securities issued™: securities subject to micro-hedging

(E4mif)

Type of transactionalue Total as at Total as at
311272006 311 2/2005
1, Securities subject to fair value hedging 22,566 21,669
a) interesy rate risk 22,197 21,669
b) exchange rate risk - -

¢) other risks 369
2. Securities subject to cash flow hedging 1,260 889
a) interesy rate risk 1.260 889

b} exchange rate risk -
Q) other - -
Total 23,826 22,558




Consolidated financial Staterments - Part B - \nformation on the consolidated balance sheet - Gabilities - Section 4

SECTION 4 - FINANCIAL LIABILITIES HELD FOR TRADING - CAPTION 40

4.1 Finandiat liabilities held for trading: break-down by type

(€imil)

Type of transactionNalue Banking group Insurance companies Other companies Tolal as at 3141272006 Total as at 311272005
Noznd b fu Hoord et Ver fa Nomd R T T Merd  Favie fat
amaod  bged  Uikskd Vi oropod (st Lkbsed Ve orrobord lsed  Unsied Yaor ornotod lad Udeted Ve orocond Lted  Unbd Vi
viue ¢ vl 1 wake (1) v 9 e )
A, On-balare sheet liabilities
1. Due to banks 211 1 114 2 i3 1 174 1 1% 5 =
2. Due 10 customers 1,865 1,758 4 1,781 - - 1885 4,758 41761 1905 2180 ! =
3. Debt securies
11 Bonds
301 Structured - - - X - - . X . X X - X
3.1.2 Oiher honds - - - X - - - X X - X X
3.2 Other securities . - - - -
3.2.1 Stiuctured - - - X - - - X X X X
3.2.2 Other . - - X - - . X X X X
Total A 1907 1,931 5 1,335 - 1,807 1,831 5 1,935 1944 2301 & X
B. Derivatives
t. Finantial dertvatives X 904 5700 X X I X X X X 4 6779 X X 648 8319 X
1.1 Hed for vading X 94 6451 X X R X X - X X 904 6483 X X = = X
1.7 Comectad w2 e vk option X 14 X X 4 X X X X 61 X X = = X
1.3 Other X 235 X X X X - X X - 235 X X = = X
2. Credit dervaives X - 45 X X X X - X X 45 X X i X
2.1 Held for vading X £ X X X X - X X -85 X X - N X
2.2 {oorected with the far valoe option X X X X X - X X - X X X
2.3 Other X X b4 X X - X X X X X
Total B X 904 5745 X X i) X X X X 904 6824 X X 648 8349 X
Total A+B X 2E3% 6,750 X X - B X X X X B3 5829 X X 2949 §393 X

(") Fair value cafculated excluding vaniations due to changes in the Ksuer's creditworthiness compared with the issue date,

The financial liabifities held for trading at 3% December 2006 and at 31 December 2005 mainly induded the portfolios held by Banca M)
in relation to its trading an the financial markets, and were essentially technical losses on securities,

4.2 Break-down of caption 40 "Financial liabilities held for trading”: subordinated liabillties

At 31 December 2005 and at 31 December 2005, the Group did not hold subordinated liabilities held for trading.

4.3 Break-down of caption 40 “Financial liabilities held for trading”: structured labilities

At 31 December 2006 and at 31 December 2005, the Group did not held significant structured liabilities held for trading.
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4.4 Financial liahilities held for trading: derivative instruments

4.4.1 Financial liabilities held for trading: derivative instruments attributable to the banking group

eimil}
Type: of derivativeAnderlying asset Isterest Currencies Eqquities Leans QOther Total a4 at TolH ay at
rates and geld 3171272006 311272005
A. Listed derivatives

1} Financial derivatives: 3 - 501 - - 904 647
with underlying asset exchange 2 - 29 - - N 260
- issued options - - 28 - - 28 -
- other derivatives 2 - 1 - - 3 260
without underlying asset exchange 1 - 872 - - 873 387
- issued options 1 - 872 - - 873 387
- other derivatives - - - - - - -
2) Credit derivatives: - - - - - - -
with underlying asset exchange - - - - - - -
without underlying asset exchange - - - - - - -
Total A 3 - a0 - - 904 647

B. Unlisted derivatives
1) Financial derivatives: 5,684 484 485 - 47 6,700 8,214
with underlying asset exchange - 468 64 - - 532 n
- issued options - 114 63 - - 177 15
- other derivatives - 354 ] - - 355 256
without underlying asset exchange 5,684 16 4 - a7 6,168 7,843
- issued options 874 4 356 - 16 1,250 962
- other derivatives 4,810 12 65 - 31 4,918 6,881
2} Credit derivatives: - - - 45 - 45 20
with underlying asset exchange - - - 45 - 45 17
without underlying asset exchange - - - - - - 3
Total B 5,684 484 485 45 47 6,745 8,234
Total (A + B) 5,687 484 1,386 45 a7 7.649 8,881
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4.4.2 Financial liabilities held for trading: derivative instruments attributable to insurance companies

&mi)
Type of derivative/Undertying asset Intefes Currendies Equities Loans Other Tolal as at Tatal s at
rales amd qold 311272006 3111272005
A, Listed derivatives
1} Financial derivatives: - - - - - - 1
with underlying asset exchange - - - - - - .
- issued options - - - - - - .
- other derivatives - - - R . R _
without underlying asset exchange - - - - - - 1

- issued options - - - - - - .

- other derivatives - - - . . - 1

2} Credit derivatives: - - . - - . -
with underlying asset exchange - - - - - . -
without underlying asset exchange - - - - - - 8

Total A - - - - - - 1
B. Unlisted derivatives

1) Financial derivatives: 69 10 - - - 79 115

with undertying asset exchange - 10 - - - 10 -

- issued options - - - - - - -

- other derivatives - 10 - - - 10 -

without underlying asset exchange 69 - - - - 69 115

- issued options - - - - - - 115

- other derivatives 69 - - - - 69 -

2) Credit derivatives: - - - - - - -

with underlying asset exchange - - - - - - -

without underlying asset exchange - - - - - - -

Total 8 69 10 - - - 79 115

Total (A + B) 69 10 - - - 79 116

4.4.3 Financial lizhilities held for trading: derivative instruments attributable to other companies

At 31 December 2006 and at 31 December 2005, the SANPACLO M| Group did not hold any such liabilities.

4.5 On-balance sheet financlal liabilities held for trading {excluding “technical losses"}: annual changes

(€smil}
Due 1o Bue w Sexcurities Toral

barks Custoners nsued .
A. Opening balance 4 55 - 59
B. Increases - - - R
B1. lssues - - - -
B2. Sales - - - -
B3. Positive fair value changes - - - B
B4. Other changes - - - -
C. Decreases (4) (33} - (37)
C1. Purchases - - - .
C2. Reimbursement - (33) - (33)
(3. Negative fair value changes - - - -
C4. Other changes (4) - - (4)

D. Closing balance - 22 - 22
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SECTION S - FINANCIAL LIABILITIES DESIGNATED AS AT FAIR VALUE - CAPTION 50

5.1 Financial liabilities designated as at fair value: break-down by type

€/mif}

Typer of ransactionNValue Banking group Iesurance companies Other cormpanies Total a5 at 31/12/2006 Totat as at 3171272005
Wd _ faVde B Hored _ fmble fie temnd _ Favie fr Moend_ DaVdw o Momed _ fathe  fa
o ekend Unkeid  Vahe ornomondl  Dsted  Urbshd Vi orscbond  lted  Unisid Vi oroiond lgled  Unkied  Veue ornctond  Lstd  Ueed Ve
] 1) v ) v ) vdwe 7 vl ¢
1. Dug te berls ==
1.1 Structured X - - - X X X - X
1.2 0ther X - - - X X - X - X
1. Due to cusiomers & [ 4 1397 - 081 2,091 - 2B01 - 22801 22801 2317 Q3T e
2.1 Seucured X - - . X X X X
2.2 Other 4 4 X 22,757 - 12,797 X X 2801 - 1250 X X
3. Debtsecurides 36 BERTEEA T ) B ' ]| 3387 - 33% 3300 35% - 381 ==
31 Suctared 3218 EALE X - - - X X o306 - 345 X . - - X
3.2 Qther X 18 -3 X X 181 183 X - - - X
Total 3220 - 3119 3983 9B - 22978 2971 - %198 - 2815 26,161 2587 - 2593 ==

(*) Fair value calcufated excluding variations due to changes in the issuer's creditworthiness compared witfy the issue date.

Liabilities designated as at fair value at 31 December 2005 traditionally include amounts collected by the Group' insurance companies
through the issuing of mainly financial policies against investments where the risks are borne wholly by the subscribers. The amount of
assets designated as at fair value which relates to the insurance business was 22,413 million euro.

The nominal value of policies relating to the insurance business is indicated at fair value,

5.2 Detail of caption 50 “Financial liabilities designated as at fair value”: subordinated llahilitles

At 31 December 2006 and at 31 December 2005, the Group did not hold subordinated liabilities designated at fair vaiue.

5.3 Financial liabilities designated as at fair value: annual changes

€imi)

Due to Due 1o Securities Total

banks custormers tssued
A. Opening balance - 22,317 3,622 25,939
B. Increases - 3,902 646 4,548
B1. Issues - 3,211 599 3,810
82 Sales - - 36 36
B3. Positive fair value changes - 688 - 688
B4. Other changes 3 11 14
C. Decreases (3,418) (912) (4,230)
C1. Purchases - (46) 46)
C2. Reimbursement (3,167) {798) (3,965)
C3. Negative fair value changes (46) - (48)
C4. Other changes (205) (68) (273)
D. Closing balance - 22,80 3,356 26,157
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SECTION 6 - HEDGING DERIVATIVES —~ CAPTION 60

6.1 Hedging derivatives: break-down by type of contract and underlying asset

6.1.1 Hedging derivatives: break-down by type of contract and underlying asset attributable to the banking group

(i)
Type of derivative/Undertying asset Interest Currencies Equities Loans Other Total
rates and gold

A, Listed
1) Financial derjvatives: - - - . - _
with underlying asset exchange - - - - - -
- issued options - - . - - -
- other derivatives - . - - R .
without underlying asset exchange - - - - - -
- issued options - - - - - -
- other derivatives - - - - - .
2) Credit derivatives: - - - - - -
with underlying asset exchange - - - - - .
without underlying asset exchange - - - - - -
Total A - - - . - .
B. Unlisted -
1) Financial derivatives: 849 132 1 - - 982
with underlying asset exchange - 132 - - - 132
- issued options - - - - . .
- other derivatives - 132 - - - 132
without underlying asset exchange 849 . 1 - - 850
- issued options 4 - - - - 4
- other derivatives 845 - 1 - - 846
2) Credit derivatives: . - - - - R
with underlying asset exchange - - - - - -
without underlying asset exchange - - - - - -
Total B 849 132 1 - - 952
Total (A + B) as at 31/12/2006 849 132 1 - - 982

Total {A + B) as at 31/12/2005 293 433 - - 3 729
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§.1.2 Hedging derivatives: break-down by type of contract and underlying asset attributable to the insurance companies
€l
Type of denvative/Underying asset Interest Currericies Equilies Laans Cther Toral
rales and gold

A, Listed
1} Financial derivatives: - - - - - -

with underlying asset exchange - - - - . -

- issued options - - - - - -

- other derivatives - - - - . .

without underlying asset exchange - - - - . 8

- issued options - - - - . -

- other derivatives - - - - - -

2) Credit derivatives: - - - - . .

with underlying asset exchange - - - - . -

without underlying asset exchange - - - - - -

Total A - - - . - -
B. Unlisted -
1} Financial derivatives: 37 - - - - 37
with underlying asset exchange - - - - . -

- issued options - - . - - .

- other derivatives - - - - - -
without underlying asset exchange 37 - - - - 37
- issued options 37 - - - 37
- other derivatives - - - - - -

2) Credit derivatives: - - - - - .

with underlying asset exchange - - - - - -
without underlying asset exchange - - - - - -
Total B 37 . - - - 37
Total (A + B) as at 31/12/2006 37 - - . - 37
Total (A + B) as at 31/12/2005 - - 1 - - 1

$.1.3 Hedging derivatives: break-down by type of contract and underlying asset attributable to other companies

At 31 December 2006 and at 31 December 2005 the SANPAOLO IMI Group did not hold any such derivatives.

6.2 Hedging derfvatives: break-down by hedged portfolio and type of hedging
At 31 December 2006 and at 31 December 2005 the hedging derivatives recognized at liabilities caption 60 represent the market evalu-
ation of specific fair value hedges transactions against the banking book. Further information on the Group’s risk coverage policies can

be found in Part E of these Notes,

£.2.1 Hedging derivatives: break-down by hedged portfclio and type of hedging attributable to the banking group

{@/mil)

TransactionMedging type Fair value hedae Cash fkow hedge
Spexcific Generic Specific Generic

Interest  Exchangs Credit Prce Other

rafe risk risk sk sk risks
1. Available-for-sale financial assets 157 - - - - X - X
2. Loans 329 - . X - X - X
4, Financial assets held to maturity X - - X - X - X
5. Portfolio X X X X X - X -
Total assets 486 - - - - - - -
1. Financial liabilities 289 - - - 18 X 18 X
4, Porifolio X X X X X 71 X -

Total liabilities 289 - . - 118 71 18 -
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6.2.2 Hedging derivatives: break-down by hedged portfoiio and type of hedging attributable to insurance companies

(€4mi
TransactionHedging type Fair valuee hedge Cash flow hedge
Spedific Generic  Spedcitic  Generic

interest  Exchange Credit Price Other

rate risk rik fisk ik risks
1. Awailable-for-sale financial assets 37 - - - - X - X
2. Loans - - - X - X X
4. Financia! assets held to maturity X - - X - X X
5. Portfolio X X X X X - X -
Total assets 37 - - - - - - B
1. Financiat liabilities - - - - - X - X
4. Portfolio X X X X X - X

Total liabilities - - - - - - - -

6.2.3 Hedging derivatives: break-down by hedged portfolic and type of hedging attributable to insurance companies

At 31 December 2005 the SANPAOLO IM] Group did not hold any such derivatives,

SECTION 7 - FAIR VALUE CHANGES OF MACRO-HEDGED FINANCIAL LIABILITIES - CAPTION 70

7.1 Fair value changes of hedged liabilities

(&mi)
Fair value changes of hedged liabilinies Batskitig Insurance Other Total & at Total &5 at
group companics Coimpranies _ 322006 3111272005
1. Positive adjustment of financial liabilities - - - - 2
2. Negative adjustment of financiat liabilities (97) - - (97) 37
Total (97) - - s (35)

7.2 Liabilities subject to macro-hedging of interest-rate risk: break-down

At 31 December 2006 and at 31 December 2005 the balance of the changes in value of liabilities subject to macro-hedging (MCH}
against interest rate risk is recorded in this caption. Taking advantage of the option that emerged in the definition of the carve out IAS
39, the Group adopted the abovementioned macro-hedging, limited to coverage of core deposits.

SECTION 8 - TAX LIABILITIES — CAPTION 80

For information on this section, see Section 14 of Assets.

SECTION 9 - LIABILITIES ON DISCONTINUED OPERATIONS - CAPTION 90

Break-down of and comments on the liabilities associated with assets being disposed of can be found at the corresponding assets in sec-
tion 15 of Assets.




168

Consolidated Finandial Statements ~ Part B - Information on the consolidated balance sheet - Liabilities - Sections 10 - 11

SECTION 10 - OTHER LIABILITIES - CAPTION 100

10.1 Other liabilities

@ hmil)

Banking Insurance Other Ttal as a1 Total a3 at
group ornpanies companies 3111272006 3111272005

Unprocessed transactions and amounts in transit
with bank branches and subsidiaries 3,883 4 - 3,887 3,010
Amounts available to minority interests 1,811 - - 1,811 1,902
Amounts relating to insurance business - 1,108 - 1,108 1,656
Tax payment accounts - - - - 642
Amounts due to personnel 508 7 - 515 460
Impairment debts 156 - - 156 354
Due to tax authorities 299 109 - 408 2N
lliguid batances from portfolio transactions 177 - - 177 159
Amounts payable due to setiement value date 82 - - 82 153
Other items 1,805 - - 1.805 1,966
Total 8,721 1,228 - 9,549 10,573

At 31 December 2006, the caption "Qther items” included 58 million euro and seven million euro respectively for amounts to pay to the
Bank of Italy for the Isveimer liuidation and for SGA loans to be restored (58 million euro and seven million euro at 31 December 2005).

SECTION 11 - PROVISIONS FOR EMPLOYEE TERMINATION INDEMNITIES — CAPTION 110

11.1 Provisions for employee termination indemnities: annual changes

{€/md)

Captionwakse Banking nsurance Other Total as at
qroup COMpnies COMpanies 317122006

A. Opening balance 997 4 - 1,001
B. Increases 122 15 - 137
B.1 Pravisions during the year 83 1 - 84
B.2 Other increases 39 14 - 53

C. Decreases (131) {1) - {132)
C.1 Amounts paid (54) (1 - (55)
C.2 Other decreases an - - 77

D. Closing balance 988 18 - 1,006

In 2005, the other increases included 99 million euro relating to the recording of actuarial losses, on the basis of the assessment of
an independent actuary, offset against a specifically set-up reserve (66 million euro after the recognition of deferred tax assets of 33
million euro). In 2006 the independent assessment again recorded actuarial losses, for a total of 51 million euro, which were offset
against the specific reserve. After the recognition of deferred tax assets, the reserve for employee termination indemnities totaled 34
million euro.

Cther changes in the figure include the transfer of funds from banking group companies to insurance companies. Other increases are
related to the effects of the full, line-by-line consolidation of Cariforli, for a total 13 million euro.

Other information

Since the provision for employee termination indemnities is contained as a defined benefit fund, the variations in the actuarial evaluations
are set out in detail in Section 12 of these Notes {see Defined benefit company pension funds).

As of 1 lanuary 2007, the Finance Act and relative implementing laws intraduced significant reforms to employee termination indemni-
ties, amongst which was the option given to workers of choosing where to place their accrued benefits. More specifically, employee ter-
mination indemnities as of this year may by placed by workers in pension funds of their choice, or left with the employer (in which case,
benefits are to be paid into a treasury account estzblished by INPS).
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At present however, the uncertainty surrounding interpretations of the newly enacted law, the different interpretations possible under IAS
19 of what may constitute accrued benefits and the resulting changes produced on the actuarial measurement of accrued employee ter-
mination indemnities, together with the impossibility of predicting the choices that workers will make with regard 1o their benefits (indi-
vidual workers have until 30 June 2007 to decide), means that any actuarial calculation of employee termination indemnities accrued at
31 December 2006 would be prematuse.

SECTION 12 - PROVISIONS FOR RISKS AND CHARGES - CAPTION 120

12.1 Provisions for risks and charges: break-down

(& /rml}

Captian/Comporient Banking Insurance Other Total s at Total as at
armup conipanies cumpanies 122006 171272005

1. Company pension funds 31 - - 31 425
2. Other provisions for risks and charges 1,944 13 - 1,957 1,457
2.1 Legal disputes 629 1 - 630 551
2.2 Personnel charges 796 11 - 807 415
2.3 Other 519 1 - 520 491
Total 2,255 13 - 2,268 1,882

The capticn “Company pension funds” includes:

* 129 million euro pertaining to the employee pension fund of the Cassa di Risparmio di Venezia (internal pension plan);

+ 58 million euro pertaining to SANPAOLO IMI accrued to balance the technical deficit of the Bank's employee supplementary fund for
the employees of the Istituto Bancario San Paolo di Torino {external pension plan);

+ 5 miilion euro pertaining to other external pension plans;

* 119 million euro pertaining to actuarial losses on defined benefit company pension funds, for which a balancing entry, net of taxes
applicable, is recorded in the valuation reserves {¢f. Part 8 - Section 15 of these Notes),

The amounts were allocated on the basis of the outcome of the assessments by an independent actuary;
For further details on "Other provisions for risks and charges” see table 12.4 of this section,

For further details on legal disputes see Part E — Section 1 - Operating Risks.

12.2 Pravisions for risks and charges: annual changes

(€imip
Bankinyg group Insursnce wompankes Other companies Total as at 31/1272006

Persion Other Peision Other Pensian Other Pension Other
futvds futnk funds funds fuls funds funds {unds

A. Opening balance 425 1,428 - 29 - - 435 1,457
B. Increases 46 957 - 10 - - 46 967
B.1 Provisions during the year 32 £95 - 4 - - 32 629
B.2 Changes due to the elapsing of time 14 30 - - - - 14 30
B.3 Changes due to discount rate adjustments - - - - - - - -
B.4 Other changes (*) - 232 - 5 - - - 238
C. Decreases {160) (441) - (26} - - {160) {467)
€.1 Use during the year (a1 (316) - {1 . - (any 317
C.2 Changes due to discount rate adjustrments - (1) - - - - - (an
C.3 Other changes {(119) {114) - {25) - - (119) (139)
0. Closing balance mn 1,944 - 13 - - 311 1,957

(*) The caption includes an additional 118 miflion ewre due to the tirst-time consolidation of the Bank of Alexandria, Panomika Banka and Cariforhi,

Provisions allocated for other risks and charges over the year included 451 million euro in provisions to cover “redundancy expenses” ¢on-
nected with the merger with Intesa. “Other changes” in other provisions primarily included an increase in employee provisions for the
Parent Bank to cover redundancy expenses not connected with the merger, and to cover productivity bonuses. Withdrawals from these
provisions are recorded as “Other changes” with a negative sign.
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Provision for tax litigation
Banca Fideuram S.p.A.

For the years 2003 and 2004, Banca Fideuram S.p.A. received a tax audit statement from the Regional Lazic Unit of the Revenue Police,
regarding, along with other matters of minor importance, the taxation regime applied for customer loyalty programs in the Private Banker
network. In relation to the ioyalty programs, the validity of the taxation regime applied by the Bank was disputed.

The detailed evaluations that were carried out reveal that the taxation regime used in previous years is valid. Conseguently, no allocations
for potential future disputes were carried out as the risk was considered fairly remote,

EurizonVita S.p.A.

In 2008, the Supreme Court of Cassation handed down a series of rulings, reported in greater detail below, which put a final end to the
tax refund dispute concerning the former Fideuram Vita.

The dispute cancerned the recognition af tax credits held with the Inland Revenue Office arising from the decision of the company, taken
an a prudential basis, 10 pay taxes due without fully applying the tax deductions relating to provisions to actuarial reserves, commissions,
and related personnel charges connected with technicat management, and request refund,

The Supreme Court of Cassation handed down favorable rulings an 6 November 2006 - nos. 23656, 23657 and 23658, respectively
regarding the appeals made for tax years 1991/1992/1993/1995/1995, 2000, and 2001 - dismissing the appeals lodged by the Inland
Revenue Office and upholding the decisions given by the Regional Tax Commission.

With regard to the years 1998 and 1999, the Provincial Tax Commission of Rome ruled in favor of the company, with ruling no. 21/61/03
handed down on 21 February 2003, recognizing s right to the refund of the sums requested. Cn appeal by the Inland Revenue Office,
the Regional Tax Commission confirmed the ruling of the Provincial Commission in its ruling no. 52/04/2003 on 6 November 2003.
Counsel for the State sought to appeal the decision in the Court of Cassation, which however ruled on 20 December 2006, in ruling no.
27239, that the term for appeal had expired and hence the appeal was inadmissible. The declaration of inadmissibility thus confirmed rut-
ing no. 52/04/2003 by the Regional Commission, barring any further appeal by res judicata.

During the first quarter of 2006 the credits resulting from the income tax declarations relating to the years 1994 to 1997 totaling 43 mil-
lion euro plus 15 million of interest were repaid.

Following the tax audit statement of the Tax Police dated 12 September 2005, an 22 March 2006 the iInland Revenue Office - Agency 1,
Turin - served its notice of assessment for the 2003 income tax statement upon Assicurazioni Internazionali di Previdenza (formerly
Noricum Vita S.p.A.)

Opposing the negative outcome, the company proposed recourse to the Provincial Tax Commission of Turin, On 9 February 2007, the
tommission deposited a sentence in the secretariat that wholly accepted the company’s recourse.

Sanpaolo M Bank International 5 A,

On 5 January 2006 Sanpaoic IMI Bank International S.A. was notified by the Portuguese tax authorities of a judgment relating to 2001
in which the company was charged with failure to carry out withholding of interest from bonds for an amount of 28 million euro,
demanding its repayment together with compensating interest of five million euro. According to the judgment, the onus of proving that
the company's investors were not Portuguese residents lay with the company, and unless proved otherwise, it would be presumed that
the investors were in fact Portuguese residents for tax purposes. On 26 January 2007, the Portuguese tax authorities upheld the admin-
istrative appeal of the company, overruling the judgment on a technicality of procedure (the judgment was served beyond the term per-
mitted).

Subsequently, notification was received on 30 January 2006, concerning, on the same grounds, faiture to withhold 18 million euro in tax
and two million euro in interest for 2002. On 27 June 2006, the company lodged its administrative appeal, which received no reply from
the Portuguese tax authorities, despite the fact that the term for appeal expired on 26 December 2006. As a result, given that the appeal
may be considered to all effects dismissed, in the absence of further developments, the company intends to lodge a judicial appeal against
the decision by March 2007, on the grounds that the company's actions fully complied with Portuguese taxation laws. Nevertheless, the
company is confident that it can prove that 96% of the interest owing in 2002 was paid to investors who were not Portuguese residents,
and as a result, withholding tax and relative interest should not exceed 1.86 million euro.

Again on the same grounds, notification was received on 30 November 2006 concerning failure o withhold taxes on bond interest for
2003 and 2004. For 2003, payment is requested for 3.3 million euro plus 0.4 million euro in interest (for a tota! of 3.7 million eurc). For
2004, payment is requested for 3.4 million euro plus 0.3 million euro in interest (for a total of 3.7 million eure). On 29 January 2007,
notice was served upon Sanpaclo IMI Bank International $.A. announcing that executive measures had been launched for the collection
of the full sum requested (7.6 million euro plus accessory charges). The company will be lodging appeals against the decisions. The com-
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pany to date has collected evidence accounting for approximately 93% of interest payments in 2003 and 90% of interest payment in
2004. Accordingly, total withholdings to be paid plus relative interest owing can reasonably be expected to not exceed approximately 2.2
million euro for 2003 and 2.8 million euro for 2004,

Notification of assessment for 2005 has not been received. However the company has begun collecting evidence demaonstrating that inter-
est payments were made to investors who were not Portuguese residents. On the basis of evidence collected to date relating to the secu-
rities subject to inspection for 2003 and 2004, total withholdings to be paid plus relative interest owing should not exceed 2.7 million euro.

In the light of the foregoing, in 2006 the company allocated a further 4.3 million euro in provisions. The company's financial statements
thus record a total of 7.6 million euro in provisions to cover the risk of commitments to the tax authorities.

12.3 Defined benefit company pension funds
12.3.1 Details of the funds

As required by IAS 18, information is provided on defined benefit funds, including that relating to defined benefit compary pension funds
which are part of them.

As required by international accounting standards for plans under which risk is shared by various entities under joint control, the infor-
mation provided in the tables below refer to the plans as a whole,

As these are complementary defined benefit pension plans, the actuarial value required by the application of [AS 19 “benefits to employ-
ees” is calculated by an independent actuary through the use of the Projected Unit Credit Method, as illustrated in detail in Part A -
Accounting Policies,

The defined benefit funds which a number of Group companies are obliged to hold can be divided as follows:
¢ internal complementary retirement funds;
* external complementary retirement funds,

The internal funds comprise solely the Retirement Fund for the Employees of Cassa di Risparmio di Venezia. The fund is earmarked to
caver commitments far the payment of future benefiis to entitled employees, in compliance with the terms and conditions set forth by
internal regulations.

Internal plans no longer include the Employee Supplementary Fund (in addition to INPS benefits) for employees of the former Cassa di
Risparmio di Gorizia, now Friulcassa, and the Employee Supplementary Fund for employees of the former Cassa di Risparmio di Udine e
Pordenone, now Friulcassa. These defined benefit funds were externalized as of 1 january 2006, through the transfer of accounting
entries to the Complementary Pension Fund for the Employees of Banco di Napoli - section A (external fund, see description below),
adjusted as necessary on the basis of the actuarial assessment at 31/12/2005, as raquired by the agreement signed on 9/12/2005 by
Friulcassa and trade unions.

Likewisa, the Pension Fund for the Employees of Banca Popolare dell'Adriatico was excluded from the list of internal plans, as it too was
transferred into the external Complementary Pension Fund for the Employees of Banco di Napoli - section A.

Consequently, these funds in the information pravided below are included as internal plans for figures at 31/12/2005, and as external
plans far figures at 31/12/2006.

External funds include:

* Bank’s employee supplementary fund for the Employees of the Istituto Bancario San Paolo di Torino, a fund with legat status and full

economic independence pursuant to article 12 of the Italian Civil Code and independent asset management. SANPAOLO IMI is jointly

responsible for the commitments of the “Bank” to the employees registered, the pensioners and third parties;

The Complementary Pension Fund for the Employees of Banco di Napoli - Section A, a foundation with legal status and independent

management of assets. SANPAOLC IMI is jointly responsible for the fund's commitments to employees enrolled in the plan and other

beneficiaries from Banco di Napoli; to retired employees receiving Supplementary Pension Checks, formerty the SANPAOLO IMI internaf
fund; to the employees of the Cassa di Risparmio di Bologna, formerly enrolled in the Complementary Pension Fund for the Employees
of said Bank, transferred to the Complementary Pension Fund for the Employees of the Banco di Napoli in 2004; and the current and
retired employees of the Banca Popolare dell’ Adriatico, formerly enrolled in the Company Pension Fund for the employees of the Banca

Popolare dell’Adriatico, transferred to the Fund in question on 30/6/2006;

The Pension Fund for Employees of Crediop, for employees recruited up until 30 September 1989, a fund with legal status and inde-

pendent management of assets. SANPACLO 1ML is jointly responsible for the fund's commitments to current and retired employees of

Crediop;

* The Pension Fund for Employees of Cassa di Risparmio di Padova e Rovigo — Retired Employees Section. This is a fund with legal status
and independence of assets pursuant to Article 12 of the Italian Civil Code and independent management of assets. Cassa di Risparmio
di Padova e Rovigo does not pay contributions into the fund, but is committed to covering any technicat deficit that may resuft from
actuarial assessments,
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12.3.2 Annual changes in funds

Annual changes in present value of defined benefit obligations fetmil)
Defined benefit obligations Fotal as at 314122006 Tenal as at 3171272005
Ermployee terme- INTERNAL EXTERNAL  Employee terme INTERNAL EXTERNAL
nation inderdubies PLANS PLANS  naton mdemnites PLANS PLANS
Defined benefit obligations at beginning of year §,0601 223 1,881 882 19 1,721
Curtent service costs 48 2 22 45 3 22
Recognized past service costs - - - - - -
Unrecognized past service costs - - - - - -
Interest costs 36 7 78 36 8 76
Recognized actuarial losses - - - 104 32 229
Unrecognized actuarial losses - - - - - -
Positive exchange differences - - - - - -
In¢reases - business combinations 53 - 26 5 - -
Participants’ condributions - - - - - -
Recognized actuarial gaing {48) (10) {81) {5) - {1)
Unrecognized actuarial gains - - - - - -
Negative exchange differences - - - - - -
Benefits paid {54) (8) (169} {60} (11) (173}
Decreases - business combinations {70) (26) - (7 - -
Curtailments - - - - - -
Settlements - - - - - -
Other increases 40 - 74 2 - 7
Other decreases - (49) - (2) - -
Defined benefit obligations at end of year 1,006 139 1,821 1,001 223 1,881
Total unrecognized actuarial gains - - - - - -
Total unrecognized actuarial losses - - - - - -
Analysis of defined benefit obligations (&tmil)
Liabilitics ol the defined benefit obligations pension plan Total as at 31/12/2006 Total as o1 31412722005
Emiployee termi- IMTERNAL EXTERNAL Employes termi- INTERNAL EXTERNAL
nation indemnities PLANG PLANS  nation indeiminities PLANS PLANS
a} unfunded plans 1,606 - - 1,001 40 -
b) partly funded plans - - - - . -
<) wholly funded plans - 139 1,821 - 183 1,881
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12.3.3 Annual changes in plan assets and other information

Annual changes in fair value of plan assets (€}
Plan assets TJotal as ot 31712/2006 Totat as at 31/1272005

INTERNAL PLANS  EXTERNAL PLANS INTERNAL PLANS EXTERNAL PLANS
Fair value of plan assets at beginning of year 151 1,679 155 1,721
Expected return 6 71 6 76
Recogrized actuarial losses v} {17) 0] -

Unrecognized actuarial losses - - Z ~

Positive exchange differences - - - -
Employer contributions 3 29 3 8
Participants’ contributions . - - .

Recognized actuarial gains - - - 44

Unrecognized actuarial gains - . - -

Negative exchange differences - - - -

Benefits paid {8} (16%9) {10) {(173)
Curtailments - - - -
Settiements - - - -
Other changes (15) 64 4 3
Fair value of plan assets at end of year 135 1,657 151 1,679

Total unrecognized actuarial gains - . - -

Total unrecognized actuarial losses - - - -

Plan assets (@imil)
o Total as a1 31/12/2006 Tatal as at 33/1222005
INTERNALS % EXTERNAL %  INTERNALS Y% EXTERNAL %
CPLANS  PLANS L PLANS PLANS
Equity securities - - 336 203 - - 35 21.2
Debt securities 135 100.0 969 585 139 9241 1,011 60.2
Property - - 140 8.4 - - 154 9.2
Insurance activities - . 151 9.1 - - 124 7.4
Qther assets - - 61 3.7 12 79 34 2.0

12.3.4 Reconciliation between the current value of the pension plan, the current value of plan assets and the assets
and liabilities recognized in the financial statements.

Recognized assets and liabilities (@l

e Totat as at 31/12/2006_ Total as at 31122005
Ergioyeetermi-  INTERNAL  EXTERMAL  Emgioyce termi-  INTERNAL  EXTERNAL

natien mdzmniues PLANS PLANS  rauon indermaiti PLANS PLANS

1 Current value of the defined benefit obligations 1.006 139 1,821 1,001 223 1,881

2 Fair value of the plan assets - 135 1,657 - 151 1,679

A Fund status (1,006) {4) (164} {1.001) {72) (202)

B Unrecognized actuarial gains (summation of those accumulated) - - - - - -

B Unrecognized actuarial losses

{summation of those accurmulated) - - - - . .

8 Unrecognized past service costs - - - - - .
B Unrecognized assets because not reimbursable - - . - - -
8 Fair value of assets reimbiursable by third parties - - (8} - - -
B Total - - {(8) - - -
Recognized assets - 135 - - 151 -

Recognized liabilities 1,006 139 172 1,001 223 202
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12.3.5 Description of the main actuarial assumptions

Actuanal assumptions
Employee termination indemnity 2N1272006 31122005
Discount rate 4.3% 3.7%
Expected increase in safaries 4.0% 2.0%
Inflation rate 2.0% 2.0%
Actuanial assumptions
INTERNAL PLANS L BIN22006 _— 311272005
Discowsd  Rate ol Expected  Inflation Dicount  Rate of  Expected  Inflation
rate  expected rale of rste rate  expected rate of rate
relurn salary relum salary
incraasos increasus
Pension Fund for the Employees of Cassa di Risparmio di Venezia  4.3% 4.0%  4.0% 2.0% 45% 50% 20% 2.0%
Banca Popolare dell' Adriatico - . - - 4.5% - 20% 2.0%
Friulcassa (former Crup) - - - - 35% 40% 2.0% 20%
Friulcassa (former Carigo} - - - - 3.6% - 20% 2.0%
Actuarial assumptions
EXTERNAL PLANS 31122006 31122005
Discount  Rateof  Expected  Inflation Discount  Rate of  Expected  Inflation
rale  expected rate of rate rate  expected rate of 1ate
return salary retum salary
increases increases
Supplementary pension fund for Employees of
Istituto Bancario Sanpaolo di Torino 43% 40% 40% 20% 40% 45% 20% 2.0%
Supplementary pension fund for Employees of Banco di Napoli 43% 4.0% 40% 2.0% 37% 42% 2.0% 2.0%
Pension Fund for former Crediop employees 4.3% 4.0% 4.0% 20% - - - -
Employee pension fund Cariparo-retired employees section 4.3% 3.7% - 2.0% 37% 42% 2.0% 2.0%
12.3.6 Comparative information
Fund status {€/mil)
Total as ot 3141272006 Tolal as_al 31/1222005
Ermployes tenm- INTERNAL  EXJERNAL  Employee tlermi-  INTERMAL  EXTERMAL
naton i_p_:ii:nm_ll!m_ ) PLAIA\ISM PLANS  nation indemnities PLANS PLANS
Current value of the defined benefit cbligations 1,006 136 1,821 1,001 223 1,881
Fair value of the plan - 135 1,657 - 151 1,679
Fund status (1,006} {4) {164) {1,001) {72) (202)

Adjustments to plan assets

Adjustments to liabifities deriving from the plan
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12.4 Provisions for tisks and charges - other provisions

{&lmil)

Total as at Total as at
31/12/2006 33/12/2005

2. Other funds
2.1 legal disputes 630 551
2.2 personnel charges 807 415
staff leaving incentives 464 175
seniority bonuses to employees 84 117
other personnel expenses 259 123
2.3 other risks and charges 520 LE
other indemnities due to agents of the distribution network 112 25
renegotiation of mortgage loans 23 8
customers' complaints on Cirio, Argentina and Parmalat placements 19 22
other 366 356
Total 1,957 1,457

The contribution of the insurance segment to other funds is only marginal, and totals 13 million euro (28 million euro at 31 December

2005).

Average disbursement times for main provisions subject to time discounting

31/12/2006 Months

31/12/2005 Monthis

Tirning for use
of own resources

Tirning lor wse
of own resources

Total provisions for fegal disputes 44 39
Jotal personnel provisions 63 64
Total provisions for other risks and charges 56 60
SECTION 13 - TECHNICAL RESERVES - CAPTION 130
13.1 Technical reserves: break-down
(Emil)
Direcct work Indirect work Total & a1 Total as at
31!12/200§ 31122005
A. Casualty branch 110 - 110 76
A1, premiums fund 74 - 74 52
A2. claims fund 34 - 34 23
A3. other reserves 2 - 2 1
B. Life branch 18,824 - 18,824 18,356
B1. Mathematical reserves 18,231 - 18,21 17,588
B2. Funds for amounts to be disbursed 102 - 102 73
83. Other reserves 491 - 491 695
€. Technical reserves for investment risk to be borne by the insured 3,606 - 3,606 3,681
C1. funds for contracts with disbursements connected
with pension funds and market indices 3,480 - 3,480 3,681
C2. funds from pension fund management 126 - 126 -
D. Total technical reserves 22,540 - 22,540 22,113
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13.2 Technical reserves: annuai changes
(e/mil)

Total as at
3171272006
A. Casualty branches 110
opening balance 31/12/2005 76
+/- change in the reserve 34
Total casuatty branch reserves 10
B. Life branches 22,430
opening balance 31/12/2005 22,037
change in premiums 2,936
change in payments (2.690)
+/- changes due to income and other bonuses recognized to insured parties 509
+/- changes due to exchange differences (5)
+/- changes in other technical reserves (357)
Total life branch reserves 22,430
Total technical reserves 22,540

SECTION 14 - REDEEMABLE SHARES — CAPTION 150

14.1 Redeemable shares: break-down

At 31/12/2006 the Group had not issued any redeemable shares.

SECTION 15 - GROUP'S SHAREHOLDERS' EQUITY - CAPTIONS 140, 160, 170, 180, 190, 200 AND 220

15.1 Group's shareholders' equity: break-down

€/mil)

CaptionNahue Total as at Toal as at
311272006 311122005

1. Capital 5,400 5239
2. Share premium 767 769
3. Reserves 4,512 4,298
4. {Own shares) (84) {92)
a) Parent Bank (32} (51}

b} Subsidiaries (52} {41)

5. Valuation reserves 1,595 1,286
6. Equity securities - -
7. Profit {loss) for the year attributable to the Group 2,148 1,983
Total 14,338 13,483
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15.2 “Capital and Own shares”™: break-down

At 31 December 2006, the share capital of the Bank totaled 5,400,253,255.68 eurm, divided into 1,590,903,918 ordinary shares and

284,184,018 preferred shares, both with a nominal value of 2.88 euro. Over the year, the share capital was increased:

* by 11,042,048 euro, corresponding to 3,936,600 shares, following the exercise of stock options reserved to management;

* by 149,987,466.88 euro, drawing from the valuation reserve for tangible assets, which at 31 December 2005 was recorded at
168,418,756.02 euro.

As of 31 December 2006, SANPAOLO iMI shares held by the Group totaled 2,909,004 {nominal value of 8.4 million euro, taking into
account the increase of nominal unit value from 2.8 to 2.88 euro), equal to 0.16% of the share capital, and they were recorded as a neg-
ative component of the net shareholders’ equity, for a total of 32.4 million eurs. These shares were held by the Parent Bank and the col-
lective investment entities within the context of the Group's insurance sector and, in accordance with international accounting standards,
consolidated on a line-by-line basis.

In 2005, transactions on SANPAOLO IMI shares were as follows:

as at 31 December 2005, the Parent Bank held 4,015,919 own shares in its portfolic (nominal value 11.2 million euro), representing
0.21% of the share capital and equal to 42.5 million euro. Over the year, the Parent Bank purchased 1,406,638 SANPAOLO IMI shares
{nominal value 4.1 million euro), at a cost of 19.3 million euso, whilst 3,056,638 shares (nominal value 8.8 million eura) with a book
value of 36.7 million euro were used for the purposes of stock aption and share plans, for a total of 40.4 miliion euro. Consequently,
as at 31 December 2006, the Parent Bank held 2,365,919 SANPAOLO IMI shares {nominal value 6.8 million euro), equal to 0.13% of
the share capital, to the value of 25.0 million euro;

in relation to its institutional trading activities, as at 31 December 2005, Banca IMI held 216,270 SANPAQLO {Mil shares in its portfolio
{nominal value 0.6 million euro), equal to 0.01% of the share capital of the Parent Bank and for a value of 2,7 milfion euro. Qver the
year, Banca IMI purchased 59,131 SANPAOLO M shares {nominal value 0.2 million euro), at a cost of 0.9 million euro, and sold 275,401
shares {nominal value 0.8 million euro) with a book vatue of 3.5 million euro for a total price of 4.5 million euro. At 31 December 2008,
the company had nullified its portfolio of SANPAOLQ IMI shares held at the beginning of the year;

the collective investrment entities, whose controlling stakes are held by the insurance subsidiary EurizonVita and which were ¢consoli-
dated in accordance to IAYIFRS, held a total of 542,585 shares as of 31 December 2005 {nominal value 1.5 million euro), equal to
0.03% of the share capital of the Parent Bank, to the value of 5.8 million euro. Over the year, these entities purchased 462,000 SAN-
PACLO IMI shares {(nominal value 1.3 million euro}, at a cost of 6.8 milion euro, and sold 461,500 shares (nominal value 1.3 million
euro) with a book value of 5.2 million euro, for a total price of 6.8 million euro. As a result, at 31 December 2006, the SANPAOLO IMI
shares heid by the collective investmant entities totaled 543,085 (with a nominal value of 1.6 million euro}, representing 0.03% of the
share capital of the Parent Bank and equal to 7.4 million euro.

During the thind quarter of 2006, the network banks of the Group reduced the number of SANPAQLO IMI shares in portfolio as at 30
June 2006 to zero, following the use of these shares in stock option plans for their employees.

At 31 Decemnber 2008, a non-disposable reserve was duly held by the Parent Bank, as required by law, equal in value 1o own shares held
in portfolio.

Own shares held by subsidiary companies refer to Banca Fideuran $.p.A held in the portfolio of the bank.
At 31 December 2005, Banca Fideuram held 12,655,273 own shares in portfolio (nominal value 2.4 million euro) equal to 1.3% of the

share capital. These shares were not subject to any movements during 2006. In application of IAS 32, these shares are shown, at historic
vatues, in adjustment of Banca Fideuram’s shareholders’ equity (including the third party quota) for 54.4 million euro,
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CaptienType Ordinary Qther
A. Number of shares at the beginning of the year 1,586,967,318 284,184,018
- fully paid-up shares 1,586,967,318 284,184,018
- shares not fully paid-up
A1 Own shares (<) (4,774,774)
A.2 Shares in circulation: opening balance 1,582,192,544 284,184,018
B. Increases 7,767,383
B.1 New issues 3,936,600
- on a payment basis: 3,936,600
- business combinations - -
- conversion of bonds
- exercise of warrants
- other 3,936,600 -
- on a free basis:
- in favor of employees
- in favor of directors
- other -
8.2 Sale of own shares 3,830,783
B.3 Other changes
C. Decreases {1,965,013) -
C.1 Cancellation - -
C.2 Purchase of own shares {1,965,013) -
C.3 Sale of companies - -
C.4 Other changes - -
D. shares in circulation: closing balance 1,587,994,914 284,184,018
0.1 Own shares (+) 2,909,004
0.2 Number of shares at the end of the year 1,580,903,918 284,184 018
- fully paid-up shares 1,560,903,918 284,184,018

- shares not fully paid-up - -

15.4 Capital - Other information

Further information on the calculation method of "diluted” profit per share can be found in Part C - Section 24 of these Notes.

15.5 Profit reserves: other information

Further information on the availability and possibility for distribution of Parent Bank profits can be found in Part B section 14 of the SAN-
PAQLQO IMI S.p.A. Financial Statements.
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15.6 Valuation reserves: break-down

(Ehnil)

CupticrvC ompanent Baniking Insurdnee Other Tolal as at Tostdl o al

group CoOmpanies cormnpanies 3111272006 31/127°2005
1. Available-for-sale financial assets 1,576 34 - 1.610 1,157
2, Tangible assets - - - - -
3. Intangible assets - - - - -
4. Foreign investment hedge 13 - - 13 -
5. Cash flow hedge (3) - - (3} {18}
6. Exchange differences (20) - - (20} -
7. Discontinued operations - - - - -
8. Special revaluation laws 105 4 - 109 346
9. Recognition of actuarial gains / losses {114) - - (114) (199)
Total 1,557 38 - 1,595 1,286

It is worth highlighting that the Group applied paragraphs 93B-93D of IAS 19 as amended by Regulation No. 1910/205 of November 8,
2005 and entered actuarial losses net of deferred taxation as a corresponding caption o a specific equity reserve. These actuarial losses,
worth 114 million euro overall (199 million euro at 31 December 2005), refer to defined benefit pension funds and employee termina-
tion indemnity. This amount is induded in the caption Recognition of actuariat gains / losses.

15.7 Valuation reserves: annual changes

15.7.1 Valuation reserves: annual changes attributable to the banking group

(& imif)

Availabhe-for-sale Tangible Intangible Fureign Cash  Discontinued exchange  Recognition Spesial

financial assels assets investiment flow opetations  differences  of actuarial  eevaluation

assats heddge hedge: uains losses lawss.

A. Opening balance 1,066 - - - (18} - - {199} 342
B. Increases 702 - - 13 32 - - 112 3
B.1 Increases in fair vahue 663 - - 13 29 - - 112 -
B.2 Other changes 39 - - - 3 - - - 3

C. Decreases {192) - - - (17} - {20} {27 {240)
C.1 Decraases in fair value {64) - - - (&) - {20} @n -
C.2 Other changes (128) - - - (1) - - - (240)

D. Clesing balance 1,576 - - 13 (3) - {20) {114} 105
15.7.2 Valuation reserves: annual changes attributable to insurance companies i
(/]

Available-foi-sate Tangibke Wiangible Foreigr Cath  Dhcontimued Bxchange  Recoanition Special

finmn<ial assety assets  investiment flowe opetations differences  of actuarial - revahiation

assils hedge hedge gdiny/ loswes laws

A. Opening balance 91 - - - - - - - 4
B. Increases 21 - - - - - - - -
B.1 Increases in fair value 18 - - - - - - - -
B.2 Other changes 3 - - - - - - - -

C. Decreases (78) - - - - - - - -
C.1 Decreases in fair value (78} . - - - - - - .
C.2 Other changes - - - - - - - - -

D. Closing balance 34 - - - - - - - 4

it shoud also be noted that valuation reserves for available-for-sale financial assets do not include the component of the insured parties
attributable to the evaiuation of products included under separate management of insurance business (“shadow accounting”).

15.7.3 Valuation reserves: annual changes attributable to other companies

At 31 December 2006 and at 31 Dacember 2005, no such changes were recorded in the SANPAOLO IMI Group.
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15.8 Valuation raserves of available-for-sate financial assets: break-down

rnil}

Baniking ¢foup Insurance companies Other compaties Total as ot 311272006 Total as ot 31/12/2(:;5

Positwve: Hegative Positive Negatve Positive Negative Positve Hegative Positve Megatve

reseve feserve reserve Teserve reserve Teserve resenve feserve  resenve reserve

1. Debt securities 6 (28) 30 {20} - 36 (48) 130 {2}
2. Equities 1,607 (9) 23 - - - 1,630 9 1,039 {10}
3. OACR. quotas 2 (2) 1 - . 3 (2) 2 (2)
4. Financing - - - - - - - - - -
Total 1,615 (39) 54 (20) - 1,669 (59) 117 (1)

Valuation reserves for available-for-sale finandal assets at 31 December 2006 included valuation reserves for the Group’s investment in
SCH worth 1,042 million euro.

15.9 Valuation reserves of available-for-sate finandal assets: annual changes

15.9.1 Valuation reserves of available-for-sale financial assets: annual changes attributable to the banking group

(€/rnil}
Debt secirities Equitics 0.1 R quotas Financing
1. Opening balance 44 1,022 - -
2. Positive changes 31 666 5 -
2.% Increases in fair value 16 650 3 -
2.2 Reallocation of negative reserves to statement of incormne:
- due {o impairment - - - -
- due to realization - - - -
2.3 Other changes 21 16 2 -
3. Negative changes (97) {90) {5) -
3.1 Decreases in fair value (41 (21 (2} -
3.2 Adjustments to impairment - - - -
3.3 Reallocation to statement of income from positive reserves:
« due to realization (52) (25) () -
3.4 Other changes (4 (44) (23 -
D. Closing balance {22) 1,598 . -
15.9.2 Valuation reserves of available-for-sale financial assets: annual changes attributable te insurance companies
(€ enif)
Deht securities Equities ©O..CR. guotas Financing
1. Opening balance 84 7 - -
2. Positive changes 3 17 1 -
2.1 Increases in fair vatue 3 14 1 -
2.2 Reallocation of negative reserves to statement of income:
- due to impairment - - - -
- due to realization - - - -
2.3 Other changes - 3 - -
3. Negative changes an (1) - -
3.1 Decreases in fair value (77) (1 - .
3.2 Adjustments to impairment - - - -
3.3 Reallocation to statement of income from positive reserves:
- due to realization - - - -
3.4 Other changes - - - -
D. Clasing balance 10 23 1 -

15.9.3 Valuation reserves of available-for-sale financial assets: annual changes attributable to other companies

At 31 December 2006 and at 31 December 2005, no such changes were recorded in the SANPACLO IMI Group.
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SECTION 16 - MINORITY INTEREST — CAPTION 210

16.1 Minerity interest: break-down

{eimil)

CaptionMValue Banking Insurance Cther Tertal s at Total as at

group COMpanies companies 31/12/2006 311272005
1. Capital 187 - - 187 104
2. Share premium 21 - - 21 -
3. Reserves (8) - - (8) 81
4, (Own shares) (3) - - (3) (14)
5. Valuation reserves 2 - . i 5
6, Equity securities - - - - -
7. Profit {loss} attributable to minority interests 54 - - 54 57
Total 253 - - 253 233

Changes in minority interests essentially refer to the entry of new minority shareholders in Cassa dei Risparmi di Forli and Bank of
Alexandria, which was only partially offset by the reduction in the number of minority sharebolders in Banca Fideuram as a result of the

acquisitions made by the Group through its public offer.

16.2 Valuation reserves: break-down

emij

Caplion/Companent Banking Insurance Giher Tolal & at Tertal oy at

group COMPdNies coinpanies 31/12/2006 3141272005
1. Awvailable-for-sale financial assets - - - - -
2. Tangible assets - - - - R
3. Intangible assets - - - - .
4. Foreign investment hedge - - - - -
5. Cash flow hedge - - - - -
6. Exchange differences - - - - R
7. Discontinued operations - - - - -
B. Special revaluation laws - - 2 5
Total 2 - - 2 5

16.3 Equity securities: break-down and annual changes

At 31 December 2006 the Group’s companies had no types of capital instruments,

16.4 Valuation reserves of available-for-sale financial assets; break-down

At 31 December 2006 and 2005 there were no valuation reserves for available-for-sale financial assets attributable to mincrity interests.
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16.5 Valuation reserves: annual changes

16.5.1 Valuation reserves: annual changes attributable to the banking group

wimil)

Availabile-forsale Tangible Intengibie Foreign Cash Exchange  Discontinued SpHxcial

financial assels assets  inveslment llow  difterences operations  revaluation

assets heddge hedge Jiwvs

A. Opening balance - - - - - - - 5
B. Increases - - - - - - - -
B.1 Increases in fair value - - - - - - - X
B.2 Other changes - - - . - - - -

C. Decreases - - - - - - . 3)
C.1 Decreases in fair value - - - - - - - X
C.2 Other changes - - . - - - - (3
D. Closing balance - - - - - - - 2

16.5.2 Valuation reserves: annual changes attributable to insurance companies
At 31 December 2006 and at 31 December 2005, no such changes were recorded in the SANPAOLO IMI Group.
16.5.3 Valuation reserves: annual changes attributable to other companies

At 31 December 2006 and at 31 December 2005., no such changes were recorded in the SANPAOLO IMI Group.
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SUPPLEMENTARY INFORMATION
1. Guarantees granted and commitments
(€/mif)
Transactions Banking Insurance Other Total & al Total a3 4
aroup companies compantes 3141272006 I 272005
i) Financial guarantees granted 9,906 - 2,906 8,767
a) Banks 343 - 343 368
b) Customers 9,563 - - 9,563 8,399
2) Commercial guarantees granted 13,615 - - 13,615 12,598
a) Banks 660 - - 669 610
b} Customers 12,946 - 12,946 11,988
3) Irrevocable commitments to grant finance 28,496 - 28,496 26,595
a) Banks 4,605 - - 4,605 4,021
i) certain to be called on 3,705 - - 3,705 3,333
ii) not certain to be called on 500 - a00 [2):13]
b) Customers 23,891 - 23,851 22,574
i) certain 1o be called on 2,666 - - 2,666 1,735
i) not certain to be called on 21,225 - - 21,225 20,835
4} Underlying commitrents to credit derivatives: hedging sales 3,654 - - 3,654 1,892
5) Assets lodged to guarantee minority interest 90 - 90 48
&) Other commitments 1,336 - - 1,336 5,407
Total 57.097 - - 57.097 55,307
2, Assets lodged to guarantee own liabilities and commitments cimi
(Eimil
Pontiolios Total & at Tostal a8 a1
31/12/2006 31/12/2005
1. Financial assets held for trading 6,708 1,660
2. Financia! assets designated as at fair value 210 249
3. Available-for-sale financial assets 2,954 1,483
4, Financial assets held to maturity 1,905 1,799
5. Loans to banks 2,532 2,236
6. Loans to customers 3,928 4,138
7. Tangible assets 5

3. Information on operating leases

As at 31 December 20056 the Bank cid not have significant operating leases in place.
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4. Break-down of investments by unit-linked and index-linked policies

The table below gives detailed information on the assets and liabilities corresponding to unit-linked and index-linked policies, set out

in the format required by ISVAP provisions.

[E/mil)
311272006 L 31122005

Dishursements Dishursernents Total Disbursements Dishurserments Total

connected with in connection vennected with in connection

pension funds with pension pensian funds with pension

and market fund and market funel

indices managernent indices MAlgeeent
Assets on the balance sheet B,753 124 8,877 21,832 - 21,832
infra-group assets 18,306 3 18,308 5,480 - 5,480
Total Assets 27,059 127 27,186 27,312 - 27,312
Financial liabilities on the balance sheet 22,797 - 22,797 22,413 - 22,413
Technical reserves on the balance sheet 3,480 127 3,607 3,681 - 3,681
Infra-group liabilities 142 - 142 - - -
Total Liabilities 26,419 127 26,546 26,094 - 26,094

A total of 11,215 million euro in infra-group assets was held in mutual investment funds and consclidated vehicles, as required by SIC 12.

S. Administration and dealing on behalf of third parties: banking group

€/mi)
Trpe of sevvces Total as at
317122006
1. Financial instruments dealing on behalf of third parties
a) Purchases
1. settled 114,996
2. not settled 11
b) Sales
1. settfed 119,704
2. not settled 32
2. Portfolic management
a) individual 36,659
by collactive 76,024
3. Custody and administration of securities
a) third-party securities held on deposit in connection with depositary bank's services (excluding asset managemant)
1. securities issued by companies included in the scope of consolidation 227
2. other securities 75,009
b) other third-party securities held on deposit (excluding asset management): other
1. securities issued by companies included in the scope of consolidation 79,128
2. other securities 127,267
¢} third-party securities deposited with third parties 240,247
d) own securities deposited with third parties 48,248
4. Other transactions
a) Orders collection 23,614
b} Collection of third-party loans on portfolio transactions 76,294
<} Minority finance guotas in a pool headed by the Group without representative mandate 9,972

6. Administration and dealing on behalf of third parties: insurance companies

At 31 December 2006, administration and dealing on behalf of third parties was not performed to any significant degree by Group insur-

ance companies.

7. Administration and dealing on behalf of third parties: other companies

At 31 December 2006 the SANPACLO IMI Group did not hold any such items.
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ATTACHMENT TO PART B - ESTIMATION OF THE FAIR VALUE OF FINANCIAL INSTRUMENTS

The table below compares the fair value of the finandial instruments with their relative value in the financial statements and summarizes
the results previously illustrated in Part B in the information given in the tables required by Bank of Italy.

(eamiy
Value in financia! Farr valoe Potenid  Value in finandial Fair valve Potential
statements s at as al ('.1[>II-5] statements as al 45 at capnal
311272006 34122006 Qaints [ losses 31/12/2005 3111212005 qains / losses
Assets

Cash and cash equivalents 1,534 1,534 - 1,107 1,107 -
Financial assets held for trading 23,923 23,923 - 25,037 25,037 -
Financial assets designated as at fair value 20,685 20,685 - 22,528 22,528 -
Available-for-sale financial assets 35,829 35,829 - 29,837 25,837 -
Financial assets held to maturity 2,872 2,873 1 2,535 2,533 (2)
Loans to banks 30,058 30,028 (30} 28,836 28,814 (22)
Loans to customers 157,800 158,698 898 139,507 141,237 1,730
Hedging derivatives 1,420 1,020 - 435 435 -

Liabilities
Due to banks 38,913 38,617 {4) 35,682 35,773 (91)
Bue to customers 105,493 105,493 - 92,306 92,306 -
Securities issued 55.914 55.839 75 46,985 47,240 (255)
Finandial liabilities held for trading 9,664 9,664 - 11,342 11,342 -
Financial liabilities designated as at fair value 26,157 26,157 - 25,939 25,939 -
Hedging derivatives 1,019 1,019 - 730 730 -
Total potential capital gainsflosses 940 1,360

As already highlighted in Part A of these Explanatory Notes, the fair value of financial instruments has been determined using the fol-

lowing methods and key assumptions:

* for debt securities owned by the Group, independently of the classifications provided by IAS 39, the SANPAOLO IMI Group adopted a

specific procedure for the determination of the situations constituting an active market based on an analysis of the trading volumes,

the range of price movements and the number of listings on the market. Where no active market is found, comparable instruments
with the same finandial characteristics are identified or, as a last resort, cash flows are actualized including any element that may affect
the value of the instruments (for example credit risk, volatility and illiquidity).

for financial (asset and liability) captions with a residual term equal to or less than 18 months, fair value was reasonably assumed to

egual carrying value;

« for financial {asset and liability) captions with 3 residual term equal to or less than 12 moenths, fair value was reasonably assumed to

equal carrying value;

for loans and sight deposits, the maturity date of contractual obligations was assumed 10 be immediate and to coincide with the date

of the financial statements; hence fair value was taken at the carrying value;

* for medivm-/long-term loans to customers, fair value was measured using internally defined measurement technigues involving the time
discounting of residual contractual flows at current interest rates, adjusted to take into account the credit rating of each individual bor-
rower {or the probability of default resulting from the rating) and loss given default;

» for impaired assets, fair value was taken at book value;

for medium-ong-term liabilities, consisting of unsecured securities or deposits, fair value was measured by time discounting contrac-

tual flows at rates which the Group, at the time of measurement, could apply on the market of reference at the date of the financial

statements for similar deposits; in the case of Tier 1 subordinated loans, account was taken of the virtual impossibility of anticipated
repurchase/reimbursement and the existence of any clausesfoptions in favor of the issuer;

for medium-Aong-term debt and structured securities issued, hedged for variations in fair value, the book value, already adjusted for

the effects of the fair value hedging attributable to the risk covered, was taken as an approximation of the fair value, assuming that no

significant changes occurred in the issuer’s credit spread in comparison with the origination and that no other particular and significant
risk element exists which may have an impact on the fair value.

L]

The parameters used and the methods adoptecd may differ among the various financial institutions, therefore a change in the assumption
may generate results that are significantly different. IAS/AFRS exclude certain financial instruments {e.g. sight deposits) and non-financial
instruments {e.g. goodwill, tangible assets, equity shareholdings, etc.) from the fair value option, and therefore overall fair value cannot
be taken as an estimate of the economic value of the Group.
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Part C - Information on the consolidated statement on income

SECTION 1 - INTEREST ~ CAPTIONS 16 AND 20

Interest: contribution by type of asset (*)

{€/md)

Total Total

. 2006 2005

10. Interest income and similar revenues 9,837 8,234
20. Interest expenses and similar charges (4,814) (3,782)
30. Net interest income 4,923 4,452
of which: banking group (**) 4,074 3,750
of which: insurance sector {(***) 849 702

{*)  The coninbutions of the banking group ard the insurance business are measured as two sub-sets of consolidated results. In the tables of these Notes however,

accounts referting to third parties for each of the two segments are illustrated after netting between the two Group areas.

{**} Net interest incom for the banking group in 2008, as illustrated in the schedules of the reclassified staternent of incorne, includes the effect of time discount-

ing on inpaired Jozns, tor a total of 64 million eure {48 miflien euro in 2005).
{***)in the reclassifiee] statement of incorne, the contribution of insurance is included among the results of the insurance business,

1.1 Interest income and similar revenues: break-down

1.1.1 Interest income and similar revenues: break-down by type attributable to the banking group

+E/rif}

Caption/Technical typw Perfosmning financial assets Impaired Other Total Total

pgl;t Financing finqncial assets 2006 2005

securilies ansels

1. Financial assets held for trading 292 3 - - 295% 440
2. Finandial assets designated as at fair value 25 - - - 25 34
3. Available-for-sale financial assets 359 - - - 358 232
4. Financial assets held to matunty 72 - - - 72 55
5. Loans 1o banks 56 940 - - 996 600
6. Loans fo customers 55 6,905 125 20 7,105 5,854
7. Hedging derivatives {(*) X X X 142 142 1
8. Financial assets sold and not cancelled - 58 - - S8 46
9. Other assets X X X 30 30 46
Total 859 7,906 125 192 9,082 7,418

{*} Represent the net effect of differentials on derivative hedying contracts.

intergst income on impaired assets concerns interest earned during the year which does not constitute “Write-backs”, and interest on

arrears collected.

Interest matured on assets sofd and not cancelled (in refation to repurchase agreements} is surnmarized in the asset categories.
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1.1.2 Interest income and similar revenues: break-down attributable to insurance companies

(emip
Caption/Technical type Performing financial asvets, Impaired Other Toual Total
Debt FRinancing tmancial asets 2006 2005
Secunies assels
1. financial assets held for trading - - - - - 1
2. Financial assets designated as at fair value 85 - - - 85 204
3. Available-for-sale financial assets 657 - - - 657 599
4. Financial assets held to maturity - - - - - .
5. Loans to banks - 1 - - 1 7
6. Loans to customers - 13 - - i3 -
7. Hedging derivatives (*) X X X (2} (2) -
8. Finandial assets sold and not cancelled - - - - - -
9. Other assets X X X 1 i 5
Total 742 14 - (1) 755 816
(*} Repwosent the net eflect of ditterentials on derivative hedging contracts.
1.1.3 Interest income and similar revenues: break-down attributable to other companies
In 2006 and 2005, the SANPACLO IMI Group did not record such income.
1.2 Interest income and similar revenues: differentials on hedging transactions e
Caption/Secier Banting Insurance Other Tos
group COMPnies Commpanies 2006
A, Positive differentials relative 1o transactions involving:
A.1 Micro-hedges of the fair value of assets 230 - - 230
A2 Micro-hedges of the fair value of liabilities 1,965 - - 1,965
A.3 Macro-hedges of interest rate risk 4 - - 4
A.4 Micro-hadges of cash flows from assets - - - -
A.5 Micre-hedges of cash flows from liabilities - - - -
A.6 Cash flow macro-hedges 43 - - 43
Total positive differentials (A) 2,242 - - 2,242
B. Positive differentials relative to transactions involving:
B.1 Micro-hedges of the fair value of assets (433) (2) - {435)
B.2 Micro-hedges of the fair value of liabilities (1.607) - - (1,607)
B.3 Macrc-hedges of interest rate risk (13) - - (13)
B.4 Micro-hedges of cash flows from assets (1) - - (1)
8.5 Micro-hedges of cash flows from liabilities [£2)] - - ()
8.6 Cash flow macro-hedges (37) - - (37)
Total negative differentials (B) (2,100) {2} - (2,102)
C. Balance {A-B) 142 {2) - 140

1.3 Interest income and sinilar revenues: other information

1.3.1 Interest income on financial assets in currencies

In 2006, interest income earned on financial assets in currencies totaled 747 million euro (498 million euro in 2005).
1.3.2 Interest income on financial leasing operations

In 2006, interest income earned on financial placement totaled 313 million euro (233 million euro in 2005).

Deferred financizl profit earned on finandial leasing agreements totaled 1,038 million euro {698 million eurc in 2005). This profit is gross
of the cost of collection.

1.3.3 Interest income on leans using public funds

In 2006 and 2005, the Group did not earn significant interest income on loans using public funds.
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1.4 Interest expenses and similar charges: break-down
1.4.1 Interest expenses and similar charges: break-down attributable to the banking group
o&/mil}

LaptionTechnical type Doty Securities Other Total Total

liabilities 2006 2005
1. Due to banks (1,296} X {1 {1,297) {512)
2. Due to customers (1,600} X {4) {1,604) {1,142)
3. Securities issued X (1,886} - {1,886) (1,520
4. financial liabilities held for trading - - (37) (37 (44
5. Financial liabilities designated as at fair value - - - - -
6. Financial liabilities corresponding to assets sold and not cancelled - (53) - (53 (42)
7. Other liabilities X X {3} (9) (8)
8. Hedging derivatives (*) X X . - -
Total (2,896) (1,939) (51) {4,886} (3,668}

{*} Represent the net etfect of differentials on derfvative hedging contracts.

Interest matured on financial liabilities associated with assets sold and not cancelted {repurchase agreements) is included under amounts

due to customers or banks, according to the nature of the counterparty involved in the transactions.

1.4.2 Interest expenses and simitar charges: break-dewn attributable to insurance companies

feimii)

CaprionfTechnical type Dedsts Securities Other Total Total

liabilities 2006 2005
1. Due to banks - X - - -
2. Due to customers - X - - -
3. Securities issued X - - - -
4, Financial liabilities held for trading - - - - -
5. Financial liabilities designated as at fair value - (14) - (14) (105)
6. Financial liabilities corresponding o assets sold and not cancelled - - - - -
7. Other liabilities X X {14) (14) (9)
8. Hedging derivatives (*}) X X - - -
Total - {14) (14) (28) (114)

(*) Represent the net effect of differentials on derivative hedgitg coniracts.

1.4.3 Interest expenses and similar charges: break-down attributable to other companies

In 2006 and 2005, the SANPAOLO IMI Group did not record such expenses.

1.5 Interest expenses and similar charges: differentials on hedging transactions

In 2006, the net balance of differentials on hedging transactions was positive {cf. point 1.2 above).

1.6 Interest expenses and similar charges: other information
1.6.1 Interest expenses on liabilities in currencies
In 2008, interest expenses on liabilities in currencies totaled 1,087 million euro (577 million in 2005).

1.5.2 interest expenses on liabilities for financial leasing operations

In 2006 and 2005, the Group did not record significant interest expenses on liabilities for financial placements.

1.7 Interest expenses on loans using public funds

In 2006 and 2005, the Group did not record significant interest expenses on loans using public funds.
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SECTION 2 - COMMISSIONS — CAPTIONS 40 AND 50

Commissions: contribution by type of asset (*}

[€mil)
Total Total
2006 2005
40. Commission income 4,084 3,670
50. Commission expense {878} {754)
60. Net commissions 3,206 3,216
of which: banking group 3,389 3,284
of which: insurance sector (**) {183) (68}

{*) The contributivns of the banking group and the irsurance business are measured as two sub-sets of consolidated results. in the tables of these Notes however,

accounts referting to third parties for sach of the two seqenents are ilfustrated after netting betweon the two Group aroas.

{**} In the reclassified statement of income, the contribution of insurance was induded among the results of the insurance husiness.

2.1 Commission income; break-down

2.1.1 Commission income: break-down attributable 1o the banking group

(€4mi
Ty of serviceValue Total Total
2006 2005
a) Guarantees granted 113 101
b) Credit derivatives - -
¢} Management, dealing and advisory services: 2,362 2,174
1. financial instruments trading 88 IAl
2. currency dealing 32 30
3. portfolio management 1657 1,535
3.1 individual 292 276
3.2 collective 1,358 1,259
4. custody and administation of securities 54 60
5. depositary bank 108 128
6. placement of securities 87 102
7. orders collection B8 B84
8. advisory services 13 26
9. distribution of third party services 174 138
9.1 portiolio management 3 9
2.1.1 individual 1 -
9.1.2 collective 20 9
9.2 insurance products 142 129
9.3 other producs 1 -
d) Collection and payment services 363 356
a) Servicing for securitization operations - -
f} Services for factoring transactions - -
g Tax collection services - -
hy Cther services 958 952
Total 3,736 3,583

Break-down of the caption other services refating to the banking group (&hmif
Total Total
2006 2005
Financing granted 320 294
Deposits and current account overdrafts 308 340
Current accounts 186 179
Other 144 139
Total 958 952
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2.1.2 Commission income: break-down by type attributable to insurance companies

fetmi)
Type of serviceVahie Tosal Total
2006 2005
a) Guarantees granted - -
b} Credit derivatives B -
¢) Management, dealing and advisory services; - 8
1. financial instruments trading - -
2. curtency dealing - -
3. portfolio management - -
3.1 individual - -
3.2 coliective - -
4. custody and administration of securities - -
5. depesitary bank - -
6. placement of securities - -
7. orders collection - -
8. advisory services - -
9. distribution of third party services - 8
§.1 portfolio management - 8
9.1.1 individua! - -
2.1.2 collective - 8
9.2 insurance products - -
9.3 other products - -
d) Collection and payment services - -
e) Servicing for securitization operations - -
f) Services for factoring transactions - -
g) Tax collection services ' - -
hy Other services 348 379
Total 348 387

Break-down of the caption other services relating ta insurance companies ®imi)
Total Testal
2006 2005
Refating to policies with a significant financial content ‘ 152 119
Other 196 260
Total 348 379

2.1.3 Commission income: break-down by type attributable to other companies

In 2006 and 2005, the SANPAQLO IMI Group did not record such income.
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2.2 Commission income: distribution channels for products and services (regulations in force): banking group

(€Amify
ChaninelSecior Total Total
2006 2005
a) With own operating points: 1,221 1,143
1. portfclio management 1,082 1.017
2. placement of securities 34 34
3. third party services and products 105 92
b} Door-to-door sales: 664 575
1. portfclio management 575 518
2. placement of securities 20 11
3. third party services and products 69 46
¢} Gther distribution channels 33 57
1. portfolio management - -
2. placement of securities 33 57
3. third party services and products - -
Total 1,918 1,775
2.3 Comunission expense: break-down
2.3.1 Commission expense: break-down attributable to the banking group (
i)
Service/Sector Total Total
2006 2005
a) Guarantees received (54) (13)
b} Credit derivatives - -
¢} Management and dealing services (537) {4B7)
1. financial instruments trading (27 (24)
2. currency dealing (2 (1
3. portfolio management: (28) (36)
3.1 own portfolio - -
3.2 third party portfolio {28) (36)
4. custody and administration of securities (29} (27)
5. placement of financial instruments (24) (18)
6. door-to-door sale of securities, financial products and services (427) (381)
d} Collection and payment services (111) (100
e) Other services - (68) {66)
Total (770) (666)
Break-down of the caption other services relating to the banking group (Eimil
Total Total
2006 2005
Dealing activities on loan transactions 9 (123
Intermediation on financial transactions 2) {16)
Other {57) (38)
Total {68) (66)
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2.3.2 Commission expense: break-down attributable to insurance companies

(&smil)
Service/Sector Total Total
2006 2005
a) Quarantees received - -
b} Credit derivatives - .
€ Management and dealing services (4) (n
1. financial instruments trading - -
2. currency dealing - -
3. portfolio management: (4 -
3.1 own portfolio - -
3.2 third party portfolio (4) -
4, custody and administration of securities - (1)
5. placement of financial instruments - -
6. door-to-door sale of securities, financial products and services - -
d) Collection and payment sepvices - -
e} Other services {104) (87)
Total (108) (88)

Bresk-down of the item other services relating to insurance companies (e fmil)
Total Total
2006 2005
Relating to policies with a significant finandial content (98) (80)
Other (6) 7
Total {104) (87)

2.3.3 Commission expense: break-down attributable to other companies

In 2006 and 2005, the SANPAQLO IMI Group did not record such expenses.

SECTION 3 - DIVIDENDS AND OTHER REVENUES - CAPTION 70

In the rectassified statement of income included in the Report on Operations, the caption "Dividends and other revenues” appears,
together with other items, in caption D "Dividends and income from other financial assets and liabilities™. Details of the reconstruction
of the above-mentioned caption of the reclassified statement of income can be found in the corresponding Attachment.

3.1 bividends and other revenues: break-down

(&)
Captiondncone Banking group Insurance companiss Other companies Total 2006 Total 2005
Dandends Income Dividends Income  Dividends Income  Dividends Incone Divdends trcarme
from O.L.C.R. from G.LC.R. from QLC.R from O.1C.R. trom O1C.R.
quoias quotas quoLs quotas auotas
A, Financial assets held for trading 8 14 - - - - 8 14 317 -
B. Available-for-sale financial assets +05 - 63 1 - - 168 1 59 1
C. Financial assets designated
as at fair value - - 67 1 - - 67 1 58 -
D. Equity shareholdings - X - X - X - X . X

Total i13 14 130 2 - - 243 16 474 i
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SECTION 4 - PROFITS (LOSSES) ON FINANCIAL TRADING ACTIVITIES - CAPTION 80

In the reclassified statement of income recarded in the Report on Operations, the caption "Profits {losses} on finandal trading activities”
relative to the banking group appears, together with other items, in the caption D " Dividends and income from other financial assets and
liabilities™. Details of the reconstruction of the above-mentioned caption of the redassified statement of income can be found in the cor-

responding Attachrment.

4.1 Profits (losses) on financial trading activities: break-down

4.1.1 Profits {losses) on financial trading activities: break-down attributable to the banking group

{emil)
Assetlncotne Companent Capital gains Profit o Capital Josses Lessses on Profit (koss)
4) trading (8) Q) trading {D) [(A+B) - (C+D)L
1. Financial assets held for trading 21 336 (48) (265) 114
1.1 Debt securities 16 119 (41) (111} (a7
1.2 Equities 6 102 {1} {6S) 38
1.3 0.1.C.R. quotas 69 105 [(5)] [w)3] N
1.4 Financing - - - - -
1.5 Other - 10 - (B}
2. Financial liabilities held for trading 13 131 {17 (119)
2.1 Debt securities - - - -
2.2 Debts 13 131 (17) (119) 8
2.3 Other - - - -
3. Other financial assets and liabilities: exchange differences X X X X 159
4. Derivative instruments 3,105 48,161 (2,593) (48,148) 422
4.1 Financial derivatives 3,043 48,153 (2.525) {48,118) 450
- On debt securities and interest rates 1,53¢ 47,142 {1,580 {47,045} 56
- On equities and equity indices 1,027 895 (644) (869) 409
- On currencies and gold X X X X (103)
- Cther 477 116 {301) (204) B8
4.2 Credit derivatives 62 8 (68) (30) (28)
Total 3,209 48,628 (2.658) {48,532} 703
4.1.2 Profits {lesses) on financial trading activities: break-down attributable to insurance companies )
(& fmil
Asset/Incomne cormponem Capital guins Profit on Capital losses Lenses on Frofit {krss)
(A) trading {B) [(w] trwding (D) {(8+B} - (C+D}]
1. Financial assets held for trading - 1 - - 1
1.1 Debt securities - 1 - - 1
1.2 Equities . - - - -
1.3 O..C.R, quotas - - - - -
1.4 Financing - - - - -
1.5 Other . - - - -
2. Financial liabilities held for trading - - - -
2.1 Debt securitips - - - -
2.2 Debts B - - - -
2.3 Other - - - -
3. Other financial assets and liabilities; exchange differences X X X X (6}
4. Derivative instruments 2 22 (1) (6 17
4.1 Financial derivatives 2 22 (1} (6) 17
- On debt securities and interest rates 2 20 (1) ()] 15
- On equities and equity indices - 2 - - 2
- On currencies and gold X X X X -
- Other - - - - -
4.2 Credit derivatives - - - - -
Total 2 23 (1) {6) 12
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4.1.3 Profits (losses) on financial trading activities: break-down by type attributable to other companies

In 2006 and 2005 the SANPACLO IMI Group did not record any such items.

In 2005 and 2005 no significant losses or writedowns were recorded in financial trading activities due to impairment of debtor’s ¢redit

status.

SECTION 5 - FAIR VALUE ADIUSTMENTS IN HEDGE ACCOUNTING - CAPTION 90

In the reclassified statement of income iliustrated in the Report on Operations, the caption “Fair value adjustments from hedge account-
ing” for the banking group is included, together with other components, under caption D "Dividends and income from other financiat
assets and liabilities” . Details of the reconstruction of the above-mentioned caption of the reclassified statement of income can be found

in the corresponding Attachment.

5.1 Fair value adjustments in hedge accounting: break-down

{€/mi)

Incoma companentWalue Banking Insurance Other Total Total
qroup companies cormpanies o 2006 2005

A. Income relating to:
A.1 Fair value hedging derivatives 357 59 - 416 313
A.2 Hedged financial assets (fair value} 101 4 105 265
A.3 Hedged finandial liabilities (fair value) 602 - 602 304
A.4 Cash flow hedge financial derivatives - - - -
A5 Currency assets and liabilities - - - -
Total income from hedge accounting (A) 1,060 63 1,124 882

B. Charges relating to:
B.1 Fair value hedging desivatives {189) (46) - (235) {(784)
B.2 Hedged financial assets ({air value) {850) (26) (876) {B0)
B.3 Hedged financial liabilities (fair value) (S) - (5) 22)
B.4 Cash flow hedge financial derivatives - - - - -
B.5 Cutrency assets and liabilities (14) - - (14) -
Total charges from hedge accounting (B) (1,058) (72} - {1,130} (886)
C. Fair value adjustments from hedge accounting (A-B) 2 (9) - {6) (4)

For more detailed information on the risk hedging policies adopted by the Group, see Part E of these Notes.
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SECTION 6 - PROFITS (LOSSES) FROM DISPOSALS/REPURCHASES - CAPTION 100

6.1 Profits (losses) from disposals/repurchases: break-down

(€imi)
Caplionincomme companent Banking group Insurance cormpanies Qther companies Tolal 2006 Total 2005
Prolits  Losses Nel  Profits  Losses Net  Profits  Losses Net  Profits  Eosses Net  Protrs Losses ] Net
Income nome IRCOME NCome mncome
Financial assets
1. Loans to banks (*) 6 - 6 - - - - 5 - &5 . - {1 (N
2. Loans to customers (*) 81 7 74 - - - - 81 (7} 74 73 {15} 58
3. Available-for-sale
financial assets 333 (2) 331 226 (101) 125 559 (103) 456 390 (43) 347
3.1 Debt securities 39 (2) 37 63 (a81) (18) - - 102 (83 19 152 (18 134
3.2 Equities 291 - 291 160 (20) 140 - - 451 {200 431 201 (22) 179
3.3 0O..C.R. quotas Ed - 3 3 - 3 <3 - 6 36 (3) 33
3.4 Financing - - - - - - . - 1 1
4. Financial assets
held to maturity - - - - - - - - - - - - - -
Total assets 420 (8) 411 226 (101) 125 - 646 (110) 536 463 (59) 404
Financial liabilities
1. Due to banks - - - - . - - - . - . - .
2. Due to customers (2) (2) - - - - - - 2) @) )y (1)
3. Securities issued g {3) 6 - - - (3) 6 5 (1) (9
Total liabilities 9 (5) 4 - - - - (5} 4 5 5 (10)

{*) in addition to profitsflosses from dispasals, ako includes penalties tor earfy settfernent of dehts.

Note that in the 2005 reclassified statement of inzome recorded in the Report on Operations, the net result of sale of securities issued
subject to hedging (-9 million euro) is restated in the caption "Dividends and income from other financial assets and liabilities”, together
with the economic effect of the relevant hedging transactions.

SECTION 7 - PROFITS {LOSSES) ON FINANCIAL ASSETS AND LIABILITIES DESIGNATED

A5 AT FAIR VALUE - CAPTION 110

Evaluation of financial liabilities for 2006 and 2005 refers chiefly to insurance policies under which total risk is retained by the insured par-
ties.

Note that financial results from the insurance business are included, together with relative income and cost items, in the reclassified state-
ment of income iltustrated in the Report on Operations under the caption “Net result of insurance activities”.

The caption “Profits (losses) on financial assets and liabifities designated as at fair value™ for the banking group is induded, together with
other components, under caption D “Dividends and income from other financial assets and liabilities” of the redassiied statement of
income,

For a detailed description of the reconstruction of the reclassified statement of income, see the refevant Attachment to the Consolidated
financial Statements,
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7.1 Profits (losses) on financial assets and liabilities designated as at fair value: break-down

7.1.1 Profits (losses) on financial assets and liabilities designated as at fair vatue: break-down attributable

to the banking group

(€ /mil)
Assat/lncome compenent Capital gaing Profit on Capital tosses Lesses on Profit (koss)
(A) dispasals (B} {C} dispusals (D) [(A+B) - {C+D}]
1. Financial assets 23 - (39) - {16)
1.1 Debt securities 22 - {39) - (17}
1.2 Equities 1 - - - 1
1.3 O.LC.R. quotas - - - - -
1.4 Financing - - - - -
2. Financial liabilities 1 - (12) (5) (16)
2.1 Debt securities 1 - (an (5 {15}
2.2 Due to banks - - - - -
2.3 Due to customers - - (M - n
3. Other foreign currency financial assets and liabilities:
exchange differences X X X X -
4. Derivative instruments
4.1 Financial derivatives 14 9 10 - 13
- on debt securities and interest rates 14 9 (10} - 13
- on equities and equity indices - - - - -
- on currencigs and gold X X X X -
- other - - - - -
4.2 Credit derivatives - - - -
Total derivatives 14 (10) - 13
Total 38 (61) (5) {19}
7.1.2 Profits (losses) on financial assets and liabilities designated as at fair value: break-down attributable to insurance
companies
(e smil)
Assellncome component Capital gains Profit on Capitat kosses Losses on Profit (foss}
3 disposals (B) {©) disposals (0} [A+B) - {C+D)}
1. Financial assets 174 1,196 (707} {167} 496
1.1 Debt securities 76 579 (525) (36) 94
1.2 Equities 51 455 {163) (100} 253
1.3 Q..C.R quotas 47 152 (19) (19) 161
1.4 Financing - . - (12) (12)
2. Financial liabilities 46 . (688) {59) (701}
2.1 Debt securities - - - (59 (59)
2.2 Due 1o banks - - - - -
2.3 Due to customers 46 - {688) - (642}
3. Other foreign currency financial assets and liabilities:
exchange differences X X X X -
4. Derivative instruments
4.1 Financial derivatives 170 69 (71) (69) 97
- on debt securities and interest rates 167 a (71) (53) 84
- on equities and equity indices 3 28 - (16) 15
- on currencies and gold X X X X (2)
- other - - - - -
4.2 Credit derivatives - - - - -
Total derivatives 170 L] (71) {69) 97
Total 390 1,265 (1,466) (295) (108)
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7.1.3 Profits {losses) on financial assets and liabilities designated as at fair value: break-down attributable to other companies
inctuded in the scope of consolidation

In 2006 and 2005, the SANPACLO IMI Greup did not record such profits.

In 2006 and 2005 no significant losses or devaluations were recorded in financial liabilities designated as at fair value due to impairment
of debtor’s credit status.

SECTION B - IMPAIRMENT LOSSES/WRITE-BACKS — CAPTION 130

8.1 impairment losses/write-backs to loans: break-down

8.1.1 Net adjustmentsiwrite-backs to loans: break-down attributable to the banking group

(€imi}
Transactionvincorme Comporent Adiustients. Write-backs Total Tetal
Specific Ponifolio Speific {*} Portiolio 2006 2005
Cancellations  Other Due to Other Due w Other
interest write-backs interest  write-backs o
A, Loans to banks - - (8) - . - 7 (1 1
B. Loans to customers (8) (628) (189) 58 330 6 32 (409) (443)
C. Total (8) (638} (197) 58 330 ] 39 (410) (442)
(*) in the reclssified statement of incore ilfustrated in the Report on Operations, write-backs “due to interest” are included in net interest income.
8.1.2 Net adjustmentsiwrite-backs to loans: break-down attributable to insurance companies
(Eimil}
Transactionincome compianent Adiustrnents Wrila-hacks Total Total
Spexific Partialio Spucific {7) Porttalic 2006 2005
Cancellations  Other Due to Cther Due to Qther
interest write-hacks intersst  wrire-hacks
A. Loans to banks - - - - - - - - -
B. Loans to customers - - - - - - - - 2
C. Total - - - - - - - - 2
{*) In the reclassified staternent of incorne iustratod in the Report on Operations, write=hacks “due to interest™ are included in net interest incorne,
8.1.3 Net adjustments/write-backs to leans: attributabie to other companies included in the scope of consolidation
In 2006 and 2005, the SANPAOLC IMI Greup did not record such adjustmentsiwrite-backs,
8.2 Impairment losses/write-backs to avallable-for-sale financial assets: break-down
8.2.1 Impairment losses/write-backs to available-for-sale financial assets: break-down attributable
to the banking group
Cimi)
Transactionincome component Adjustments Write-backs Total Total
Specific Spexific 2006 2005
Cancellations Oiher Due to Other
interest write-backs .
. Debt securities - (5} - - (5} -
. Eguities - - X X - (1}
. C.LC.R. quotas - - X - - -

. Financing to banks - -

. Finanding 1o customers - - - - - -
Total - (5} - - (5) (1)

MmO N | W@ >
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8.2.2 Impairment losseshvrite-backs to available-for-sale financial assets: break-down attributable to insurance companies
In 2006 and 2005, the SANPAQLO IMI Group did not record such lossesfwrite-backs.

8.2.3 Impairment losses/write-backs to available-for-sale financial assets: attributable to other companies included in the
scope of consolidation

In 2006 and 2005, the SANPACLO IMI Group did not record such lossesfwrite-backs.

8.3 Impairment losses/write-backs to financial assets held to maturity: break-down

In 2006 and 2005, the SANPAQLO IMI Group did not record such losses/write-backs.

8.4 limpairment losses/write-backs to other financial transactions: break-down

8.4.1 impairment losses/write-backs to other financial transactions: break-down attributable to the banking group

(E/mi)
Transactionfincome comyrenent Adjustments Write-backs Total Tatal
Specific Portivlio Specilik. Parifalio 2006 2005
Cancellations  Other Due o Other Due to Other
interest  write-backs interest wrte-backs o
A. Guarantees granted - gy N - 1 - 4 {6} -
B. Credit derivatives - - - - - - - - -
C. Commitments to grant finance - (35) - - 18 - - (17 (4)
D. Other trarsactions - (1) - - 2) - - (3 -
E. Total - {46) {11) - 27 - 4 {26) (4)

8.4.2 Impairment losses/write-backs to other financial transactions: break-down attributable to insurance campanies

(& /mil)
Transaction/income conpaonent Adjisiments Wrile-backs Total Total
Specific Partlolio Speific Portfodio 2006 2005
Cancellatioms Other Due to Other Dueto Other
interest write-backs interest wiite-hacks

. Guarantees granted - - - - - - - - -

. Credit derivatives - - - . . - - - .

. Other fransactions () (7 - - - - . (8 -
. Total (1) {7 - - - - . 8 -

A
3]
€. Commitments to grant finance - - - . - - - - -
D
E

8.4.3 Impairment lossesfwrite-backs to other financial transactions: break-down attributable to other companies included in
the scope of consolidation

in 2006 and 2005, the SANPAOLO IMI Group did not record such losses/write-backs.
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SECTION 9 - NET INSURANCE PREMIUMS - CAPTION 150

The technical results for the insurance business are included, together with relative financial income and charges, in the reclassified state-
ment of income under the caption "Net result of insurance business”. For a detailed description of the reconstruction of the reclassified
statement of income, see the relevant Attachment te the Consolidated Financial Statements.

9.1 Net insurance premiums: break-down

femil

Premiurms deriving from insurance business Direct work tndirect work Total Total
2006 2005

A. Life branch 2,813 - 2,813 3,568
A.1 Gross accounted premiums (+) 2,825 - 2,825 3,573
A2 Premiums ceded for reinsurance (-) (12) X (12 (5
A.3 Total 2,813 - 2,813 3,568

B. Casualty branch 52 - 52 N
B.1 Gross accounted premiums (+) 99 - 99 61
B.2 Premiums ceded for reinsusarce (-) (33) X (33) {21}
B.3 Changes of the gross amount of premium reserve {+/-) (22} - {22) (13)
B.4 Changes in premium reserves reassured with third parties {(+/) 8 - 8 4
B.5 Total 52 - 52 ER|

C. Total net premiums 2,865 - 2,865 3,599

SECTION 10 - BALANCE OF OTHER INCOME/CHARGES ARISING ON INSURANCE ACTIVITIES -
CAPTION 180

The technical results for the insurance business are included, together with relative financial income and charges, in the reclassified state-
ment of income under the caption “Net resuit of insurance business”. For a detailed description of the reconstruction of the reclassified
statement of income, see the relevant Attachment to the Consolidated Financial Statements.

10.1 Balance of other income/charges arising on insurance activities: break-down

(€mil}
Captions Total Total
2006 2005
1. Net change in technical reserves {582) (2,295)
2. Claims accrued and paid during the year (2,672) {1,981}
3. Other income/charges arising from insurance business (215) (220

Total (3,469) (4,456)
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10.2 Break-down of the sub-caption "Net change in technical reserves”

{&/mil)
Net change in techiical reserves Total Toral
2006 2005
1. Life branch
A. Mathematical reserves
A1 Gross annual amount {838) (2,258)
A2 () Amount reinsured with third parties 7 2
B. Other technical reserves
B.i Gross annual amount - (136}
B.2 (-} Amount reinsured with third parties - 92
C. Technical reserves for investrnent risks to be borne by the insured
C.1 Gross annual amount 249 5
C.2 {-)Amount reinsured with third parties - -
Total Life Branch Reserves {582) (2,295)
2. Casualty branch - -
Changes in other technical reserves of casualty branch other than claims fund,
net of ceded reinsurance . .
10.3 Break-down of sub-caption "Claims accrued during the year”
&imi)
Charges assodated 10 clairms Torat Total
2005 2005
Life branch: charges associated to claims, net of reinsurance ceded
A. Amounts paid
A1 Gross annual amount (2,623} (1,968)
A2 (-} Amount reinsured with third parties 1 -
B. Change in funds for amounts to be disbursed
B.1 Gross annual amount {27} -
B.2 (-) Amount reinsured with third parties - -
Total life branch ¢laims {2,649) {1,968)
Casualty branch: charges associated to claims, net of recoveries and reinsurance ceded
C. Ampunts paid:
C.t Gross annual amount (19 {15}
C.2 (= Amount reinsured with third parties 4 4
D. Change in recoveries net of quotas horne by reinsurers - -
E. Change in damage fund
E.t Change in claims fund (12) (2}
E.2 {-) Amount reinsured with third parties 4 -
Total life branch claims (23) {13)
10.4 Break-down of the sub-caption *Qther income and charges arising on insurance activities” )
i
Totat Tat;fla
2006 2005
Other income 70 17
10.4.1 Life branch 64 6
10.4.2 Casualty branch & 11
Other expenses (285) (237)
10.4.1 Life branch {284) (231
10.4.2 Casualty branch (1) (6)




Consolidated Financial Statements — Part C - Information on the consolidated statement on income - Section 11 | 201

SECTION 11 - ADMINISTRATIVE COSTS - CAPTION 180 AND 185

11.1 Personnel costs: break-down

{@Ami)
Type of cosifSegment Banking Insurance Otler Total Total
group cormparies Coumpanies 2006 2005
1} Employees

a) Wages and salaries (1,991 (47) - (2,038) {1,926}
b) Social security charges (517} (1) - (528) (504)
¢) Provision for employee termination indemnities (44) . - (44) {38)
d) Welfare expenses (5) - - () {5)
e) Accruals to provision for termination indemnities (83) (1} - (84) {82)
f) Accruals to pension funds and similar funds (32) (2) . {34) (31)
- defined contribution - 2) - (2} 1)
- defined benefit {32) - - {32) (30}
@) Amounts paid to external complementary social security funds: (56) {1 - (67) (59)
- defined contribution " (63) (1} - (54) {57
- defined berefit (3) - (3 )

h) Costs arising on payment agreements based
on own financial instruments (40) - . {40) (7)
i} Other benefits in favar of emplayees (527} {5) - {532} {95)
2) Other employees el (1 - {8) o
3} Directors {15} 1 - (16} (15)
Total (3,327) (69) - {3,396) (2,769)

Other benefits in favor of employees include 451 million eur for charges linked to the early retirement of employees following the merg-
er of SANPAOLC IMI and Banca Intesa. These charges, net of tax benefits, are recorded in the reclassified statement of income under a
special caption.

11.2 Average number of employees by category

{&mif)
Banking Insurance Other Total Total
group cormnpanies companies _ 2006 2005
Employees 45,252 762 B 46,014 43181
a. executives 8§37 40 - 877 B2t
b. total managers 15,005 299 - 15,304 13,673
- of which third and fourth level managers 4,967 148 - 5115 5016
€. remaining employeas 29,410 423 - 29,833 28,687
Other personnel 126 59 - 185 245
Total 2006 45,378 821 - 46,199 X
Total 2005 42,950 476 - X 43,425

The average number of employees is calculated as the arithmetic mean of all employees at the end of the year, and at the end of the pre-
VIOUS year,

At 31 December 2006, Group employees totaled 50,071 people, of whom 7,067 people belonged to the companies induded within the
scope of consolidation as of the final quarter of the year, namely Cassa dei Risparmi di Forli, Panonska Banka and Bank of Alexandria.
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11.3 Defined benefit company pension funds: total costs

Costs recorded at statement of income fEtmil)
Total 2006 Total 2005
Employes tecm- INTERNAL  EXTERNAL  Imoloyee termw-  INTERNAL  EXTERNAL
nauen indemanity PLANS PLANS  nation gwlemnily PLANS PLANS
Employee benefit plan costs related to work performance (48) (2) (22) {46} {3) 22)
Financial costs of determining the present value
of the defined benefit obligations (36) (7} (78) (36) (8) (76)
Expected profit from the fund's assets - 6 71 - 6 76

Reimbursement from third parties -

Recognized actuarial income -

Recognized actuarial osses -

Employee benefit plan costs related to past work performance -

Reduction of the fund -

Payment of the fund -

Assets incurred in the year and not recognized -

The figures reported in the table refer primarily to the banking group. In 2006, pension fund costs recorded directly under Shareholders'
Equity totaled 114 million euro, net of taxes (down considerably on the 2005 figure of 199 million euro).

11.4 Other benefits in favor of employees

Besides the aiready mentioned charges for personnel retirement, other benefits in favor of employees for 2006 and 2005 chiefly includ-
ed provisions for employee seniority bonuses and contributions paid into the Cassa di Assistenza (relief funds} for SANPAOLO IMi employ-

ees. These benefits essentially refer to the banking group.
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11.5 Other administrative costs: break-down

(esmil)

Total Total

2006 2005

IT costs (293) (285)
Software maintenance and upgrades {163} (146)
Data transmission charges 40) (48)
Maintenance and charges relating to machinery and electronic equipment {58) {60
Telephone expenses (32} {31}
Real estate costs (388) {355}
Rental of premises (176} (168)
Security services (39) (34
Cleaning of prermises (30 (31}
Maintenance of property awned by the Bank (26) (24)
Maintenance of leasehcld premises (38) (29)
Energy costs (55) (48)
Property costs (24) (21)
General expenses (343) {257}
Postage and telegraph charges {(63) (57
Office supplies {28} (31)
Transport and counting of valuables (25) (20)
Courier and transport services (21} (20)
information and investigation (75} {76
QOther expenses (131) (53)
Professional and insurance fees (287) (264)
Professional fees {162) (158)
Legal and judiciary expenses (51) (46)
Insurance premiums - banks and customers (74) (60)
Promotion, advertising and marketing expenses {139) {128)
Advertising and corporate hospitality {124} {114)
Contributions and membership fees to frade unions and aggregations of categories {15) {14)
Indirect personnel costs (120 {106}
Indirect personnel expenses (120} (106)
Services rendered by third parties (76) (74)
Charges for services provided by third parties {76) 74
Recoveries 81 63
Total {1,565) (1,406)
Indirect duties and taxes (320} (306}
- stamg duties 217 (216}

- substitute tax {Pres. Degree 60/173) (58) (53}

- local property taxes (12) (12)

- tax on stock exchange contracts (9) (4

- non-deductible VAT on purchases (3) (3)

- other indirect duties and taxes {21} (18)
Recoveries 271 260
Total {49) (46}
Total other administrative costs (1.614) (1,452)

“General expenses - other expenses” includes 62 million euro for expenses for the merger between the Intesa Group and the SANPAOLO

IMI Group which are recorded net of taxes in a specific caption in the reclassified staiement of income.

The caption “Recovery of indirect duties and taxes” chiefly includes customer refunds on stamp duty, substitute tax {Pres. Decree no.
601/73) and taxes on stock market contracts paid by the Group on behalf of its customers. Refunds are entered on an accrual basis.
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SECTION 12 - NET PROVISIONS FOR RISKS AND CHARGES - CAPTION 190

Net provisions for risks and charges are repositioned in the reclassified statement of income as set out in the foliowing table.

e/mil)
Tola Total
2005 2005
Net provisions from reclassified financial statements {178} (141)
Restaternent in the reclassified staternent of income (*) {1} 50
Total (179) {s1)

(*) in the 2005 reclassified staternent of incoine, the utilization of the provisions set up for risks asseciated with italenergia 8is was reclassified under *Dividends amd
income from other financial assets and liablities” together with other incomelcharpes arising on that transaction. 2006 was atfectod by the restaternent of charges

for the Intesa-Sanpaoks merger.

12.1 Net provisions for risks and charges: break-down

(&imil)
Provisions User _ Total
Net provisions for legal disputes (130) 21 (109)
Net provisions for other personnel charges (4 1 (3}
Net provisions for risks and charges (84) 17 67)
Total 2006 {218) 39 {179)
Total 2005 (241) 190 (51)

The figures reported in the table refer primarily to the banking business. Further information on the Group’s operational risks and current

litigation can be found in Part E of these Notes.

SECTION 13- NET ADJUSTMENTS/WRITE-BACKS TO TANGIBLE ASSETS - CAPTION 200

13.1 Net adjustments/write-backs to tangible assets: break-down

13.1.1 Net adjustments/write-backs to tangible assets: break-down attributable to the banking group

€/mil)
Asseifincome comgranent Depreciation Irnpairment Write-hacks Profit {lass)
adjustments
A. Tangible assets
A.1 Owned by the Bank (213) - (213
- tangible assets (213) - - (213)
- tangible assets held for invesiment - - - -
A2 Leased (11 N - {an
- tangible assets an - an
- tangible assets held for invesiment - - - -
Total {224) - - (224)
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13.1.2 Net adjustments/write-backs to tangible assets: break-down attributable to insurance companies

(€mi)
Asselincome component Depreciation Impairment Write-backs Profit (foss)
adjustrpents
A, Tangible assets
A.1 Owned by the Bank E)] - - (2
- tangible assets (2) - . @)
- tangible assets held for investment (1) - - (¢)]
A2 Leased - - - -
- tangible assets - - - -
- tangible assets held for investment - - - -
Total (3) - - (3)
13.1.3 Net adjustments/write-backs to tangible assets; break-down by type attributable to other companies
In 2006 and 2005 the SANPACLC IMI Group did not hold any such items.
SECTION 14 - NET ADJUSTMENTS/WRITE-BACKS TO INTANGIBLE ASSETS — CAPTION 210
14.1 Net adjustments/write-backs to intanglible assets: break-down
14.1 Net adjustments/write-backs to intangible assets: break-down attributable to the banking group
(eimif}
Assetincome component Amortization Impairment Write-backs Profit {loss)
adiusiments ) .
A, Intangible assets
A1 Owned by the Bank (361} - - {161}
- generated interrally (112) - - {112)
- other (49) - - (49)
A2 Leased (1 - - (1)
Total {162) - - (162)
14.2 Net adjustments/write-backs to intangible assets: break-down attributable to insurance companies
(€imil}
Assetincome camponent Amoriization leopairtrent Write-backs Profit {lass)
adjustrents
A, Intangible assets
A.1 Owned by the Bank (12) - - (12)
- generated internally - - - -
- other (12) - - (12)
A2 Leased - . - .
Total 12) - - 12)

14.1.3 Net adjustments/write-backs to intangible assets: break-down by type attributable to other companies

In 2006 and 2005 the SANPAOLO IMI Group did not hold any such items.
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SECTION 15 - OTHER OPERATING INCOME (EXPENSES) — CAPTION 220

15.1 Other operating expenses: break-down

feimil
Banking fnsurance Other Total Total
group Cotmipanies companies 2006 2005
Other operating expenses
Othet expenses for consumer credit and leasing transactions (24) - - 24) 2%
Transactions for legal disputes (8) - - (8) (8)
Other non-recurring expenses (38) (1) - (39) (35)
Cther expenses (18} - - (i8) (8
Total {88} (1} - (89) (76)
15.2 Other oparating income: break-down
(@imil)
Banking Irsurance Othet Total Total
aroup companies comparsies 2006 2005

Other operating income
Cost recoveries 12 - - i2 17
Income from [T companies i 10 - il 2
Reimbursement of services rendered to third parties B - - 8 18
Other expenses for consumer credit and leasing fransactions 33 - - 33 30
Rent and other income from property 5 1 - 6 4
Other non-recurring income 40 3 - 43 56
of which: recovery of tax credits under dispute - - . - 7
Other income 27 - - 27 23
Total other income 126 14 - 140 150

The caption “Cost recoveries” includes those recaveries that, pursuant to IAYIFRS regulation, could not be offset against the related

expenses incurred,

15.3 Other information on leasing agreements

The Group has leasing agreements in place with customers in its capacity as lessor. Leasing fees are not always fixed, but are often indexed
to floating interest rates. As a result, the potential total of such fees is determined by changes in interest rates between the opening date
and subsequent dates on which leasing fees are calculated. Accordingly, potential finandal leasing fees in 2006 were recorded in net inter-
est income as income for a total of 17 million euro, whereas in 2005, they were recorded as interest expenses for a total of 27 million

euno.
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SECTION 16 - PROFITS (LOSSES) ON EQUITY SHAREHOLDINGS IN ASSOCIATES AND COMPANIES
SUBIECT TO JOINT CONTROL ~ CAPTION 240

16.1 Profits (losses) on equity shareholdings: break-down

(€imip
Income compuneniWalue Banking Insurance Other Total Tatal
grosp cerpanies COMPAanies 2008 2005
1) Subject to joint control
A. Income - - 8
1. Revaluations - - 8
2. Profits on disposal - - - - -
3. Write-hacks - - - - -
4. Other positive changes - - - - -
B. Charges - - - - (46}
1. Write-downs - - -
2. \mpairment lossesAwrite-backs (%) - - - - (46}
3. Losses on disposal - . - -
4. Other negative changes - - - - .
Profit (loss) 8 - - 8 (39}
2) Companies subject to significant influence
A. Income 122 - - 122 99
1. Revaluations 98 - - 98 53
2. Profits on disposal 24 - - 24 46
3. Write-backs - - - - R
4. Other positive changes - - - -
B. Charges {2) - - (2) ()
1. Write-downs ) . - 7)) {1}
2. {rapairment lossesiwrite-backs - - - -
3. Losses on disposal - - - - (1)
4, Other negative changes - - . - -
Profit (loss) 120 . - 120 97
Total 128 - - 128 58

(*) tn the 2005 reclassified statemnent of income the adjustrents for impainnent on Carifor is shown among the adjustments to goodwill.

The table above does not include valuations for Sanpaolo IMI Private Equity Scheme B.V. and the residual quota of GEST Line S.p.A., as
both companies are recorded among “Non-current assets and discontinued operations”. Nevertheless, the impact of the value of these

shareholdings on the consolidated statement of income was not significant.

The "Impairment lossesiwrite-backs” for 2005 referred to the adjustment made by the Parent Bank to the holding in the Cassa dei

Risparmi di Forli,

SECTION 17 - NET FAIR VALUE ADJUSTMENT TO TANGIBLE AND INTANGIBLE ASSETS -

CAPTION 250

The SANPAOLO IM! Group did not designate tangible and intangible assets at fair value for 2006 and 2005,
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SECTION 18 - IMPAIRMENT OF GOODWILL - CAPTION 260

18.1 lmpainment ot goodwill: break-down

In 2006 and 2005, the SANPAOLO M| Group did not perform significant adjustments for the impairment of goodwill {one million euro

in 2005).

it should be noted for completeness that, in the 2005 reclassified statement of income, impairment of goodwill includes the adjustment
for impairment on the Cassa dei Risparmi di Forli of 46 miilion euro (reclassified from caption 240 profits/losses on equity shareholdings).

SECTION 19 - PROFITS (LOSSES) FROM DISPOSALS OF INVESTMENTS - CAPTION 270

18.1 Profits {losses) from disposals of investments: break-down

(@smil)
ncome componentValue Banking {nsurance Other Total Total
group <ofnpanies companies 2006 2005
A, Property 31 - 31 8
- Profits on disposals 32 - 32 8
- Losses on disposals {1 - - (1) -
B. Other assets {3) - - {3} 8
- Profits on disposals 4 - - P g
- Losses on disposals {7} - - {7 -
Net income 28 - - 28 16
SECTION 20 - INCOME TAXES FOR THE YEAR - CAPTION 290
20.1 Income taxes for the year: break-down {*}
we/mil)
ncome cormponentVisiue Banking Insurance Qther Total Total
group CORIPAnKs <ornpanies 2006 2005
1. Current taxes (-) (1,078) (59) - {1,135} (798)
2. Changes in current taxes of previous years (+/) (5) - - (5} (5
3. Decrease in current taxes for the year (+) 26 - - 26 67
4. Changes in deferred tax assets (+/-) 263 {q) 255 (214)
5. Changes in deferred tax liabilities (+/-) - (35) (35} 31
6. Taxes for the year (-} {-1+/-2+3+/-8+/-5} (792) (102) {894) {919}

{*} Lower income taxes as a result of the recording of integration <osts arising from the merger of Banca fritesa and SANPAOLC IM are recarded under a special cape
tion of the reclassified statement of income. For a detailed description of the reconstruction of the reclassified staterment of income, see the relevant Attachment

to the Consolkiated Financial Staternents.
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20.2 Reconciliation of theoretical and effective tax charges in the financial statements

With a charge ior taxes of 894 million euro (919 miflion eurc in 2005), the tax rate of the SANPACLO IMI Group in 2006 was 29.1%, less
than the theoretical tax rate for a banking group (37.3%, 33% IRES and 4.3% IRAP). The reduction principally reflects:

{@imif

Total Total

2006 2005
Thearatical taxes far the year 37.2 373
Impact of participation exemption {*) (©.7) (7.8)
Impact of lower tax rates for foreign companies {4.6) (4.0)
Impact of non-deductible IRAP on personnel costs 4.0 45
Impact of non-deductible IRAP on costs for redundancy incentives 0.6 -
Impact of non-deductible IRAP on adjustments to loans 0.7 1.0
Other 0.8 -
Total 29.1 311

(*} Reflects the irmpact of exemption of capital gains on equity investments meeting the requirerent of Art. 87 of D.PR. no. 91711986, With regard to the changes
made to “participation exernption” during 2005, the exernplion was tetal for capital gains up 1o 3 October 2005, 95% for capital gains between 4 October and 2
Decemnber 2005, and 91% for those from 3 Decernber 2005 to 31 Decemnber 2006,

SECTION 21 - PROFITS (LOSSES) ON DISCONTINUED OPERATIONS - CAPTION 310

21.1 Protits {losses) on discontinued operations: break-down

(€/mif)
Income cornpenent/Segment Bariking Insurance Other Total Toral
graup O es COMisInies . _3_()_06"“ 2005
Group of assets/liabilities
1. Income 224 - - 224 256
2. Charges {154) - - (154) (165)
3. Income from valuation of the group of assets
and associated liabilities (44) - . {44) 2N
4. Profits {losses) on disposals - - - - -
5. Duties and taxes (6} - - {6} (29)
Profit {loss} 20 - - 20 5

The 2006 result for the caption "Profits (losses) on discontinued operations” was determined by the sale of the tax collection branch of
the Group in the secend half of the year, and costs pertaining to French subsidiaries in the Fideuram Wargny Group (29 mitlion euro).

Losses in 2005 relating to discontinued operations net of taxes {35 million euro) were exclusively detarmined by the impact on the state-
meni of income of the consolidation and vatuation of the aforementioned French subsidiaries,

The break-dowen of income taxes on discontinued operations for 2006 is reported in the table below. At 31 December 2005, income taxes
for the Fideuram Wargny Group were negligible.

21.2 Break-down of income taxes on discontinued operations
(€Al

Total Total
2006 2005

. Current taxes (-} (9 .

1

2. Changes in deferred tax assets (+/) 3 -
3. Changes in deferred tax liabilities (+/-) - -
4. income taxes for the year (-1 +/-2 +/-3) (6} -
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SECTION 22 - PROFIT (LOSS) FOR THE YEAR ATTRIBUTABLE TO MINORITY INTERESTS -
CAPTION 3340

22.1 Break-down of caption 330 “profit for the year attributable to minority interests”

The profit for the year 2006 amounts to 54 milfion euro (57 million eurc in 2005) and refers essentially to the share attributable to minor-
ity shareholders in Banca Fideuram and its subsidiaries.

22.2 Break-down of caption 330 “iosses for the year attributable to minority interests”

In 2006 the SANPAOLO IMI Group did not record any significant losses attributable to minority interests.

SECTION 23 - OTHER INFORMATION

Further information on the Group's consolidated resuits for 2006, including in relation to the various business sectors in which it oper-
ates, can be found in the Report on Cperations.

SECTION 24 - PROFIT PER SHARE

24.1 Average number of ordinary shares with diluted capital

At 31 December 2006 the Bank's fully-paid share capital of 5,400,253,255.68 euro was divided inte 1,580,903,918 ordinary shares and
284,184,018 preference shares, both with a nominal value of 2.88 euro.

In 2006, the total number of ordinary shares rose by 3,936,500 over the figure at 31/12/2005, entirely due to share capital increases relat-
ing to stock option plans,

With reference to the calculation of the base profit per share, always for 2008, the weighted average of the ordinary shares was increased
by the weighted average of the preferred shares. This decision is justified by the net result for the period which ensured an identical flow
of remuneration both to ordinary and to preferred shareholders.

Net of own shares held by the Parent Bank and the other subsidiaries, the weighted average of the ordinary and preference shares inchud-
ed in the calculation of the base profit per share at 31 December 2006 was 1,870,385.734 shares.

For 2006, for the purposes of calculating the “diluted” gain per share, the shares that could be issued fallawing the canversion to shares
of all the "ordinary shares with potential dilution effect” supporting the stock option plan in place at 31 December 2006 were added to
the number of computable shares. Their contribution is 229,770 shares,

Below are the principal elements used as numerator and denominator to compute the base profit and diluted profit per share in com-
parison to the results for 2005,

The impact of dilution at 31 December 2006, attributable exclusively to the increase in ordinary shares consequent to the potential exer-
cise of the residual stock option rights, is negligible.
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2006 2005

Calculation of basis profit per share
Consolidated net profit {&mil 2,148 1,983

of which:

amount payable to ordinary shareholders (€/mil} 1,822 1,570

amount payable to preferred shareholders (€4mif) 326 413
weighted average number of shares 1,870,385,734 1,862,359,089
Basis profit per share (€) 1.15 1.06
Calculation of diluted profit per share
Contribution of potential ordinary shares arising from the stock option plans 229,770 1,573,429
weighted average number of shares 1,870,615,504 1,863,932,518
Diluted profit per share (€} 1.15 1.06

242 Other information

In 2005 and 20086, the amount of the base and diluted profit per share relating 1o investments recorded as discontinued operations in the
financial statements was essentially negligible, and hence has not been included in this section of the Notes,
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Part D — Segment Reporting

Primary reporting
Business Sectors

In 2006, SANPACLO IMI Group operations were structured into the Sectors “Banking” and “Savings and Assurance”, which are accom-
panied by the Central Functions of governance, support anc control.

In line with provisions in |AS 14 regarding Segment Reporting, a management approach has been taken with primary reporting based on
the segmentation into Business Sectors, as this reflects the responsibilities introduced with the restructuring plan launched on 5 July 2005
and subsequent organizational initiatives. The economic and operating results reported below by Business Secter refer to the operating
structure in place in the SANPAOLC IMI Group in 2006.

It should be borne in mind that - as already mentioned - as a result of the merger by incorporation of SANPACLC IM into Banca Intesa,
a new organizational structure was introduced in January 2007 for the Intesa Sanpaolo Group.

The Business Sectors identified reflect the organizational structure of the Group and consist of business lines grouped together on the
basis of products and services sold, and the legislative framework of reference. More specifically, “Banking” consists of traditional bank-
ing activities in Italy and abroad, and connected financial services; “Savings and Assurance” is focused on insurance and financial servic-
es for assurance, investment, and the protection of people and capital.

The table below reports key information providing an overview of the Business Sectors of the SANPAOLC IMI Gsoup at the end of 2006,

Segment reporting was prepared in compliance with the International Accounting Standards {IAS) adopted for preparing the Group’s
finandal results. Similar use of accounting standards enabled segment data and consolidated data to be effectively reconciled.

The econamic results are based on reclassified figures, with values that express their contribution to the Group result. Assets and liabili-
ties for the Sectors reported are those considered “significant” for the purposes of producing the economic results, i.e. the interest-earn-
ing assets and interest-bearing fiabilities. This decision was motivated by the criterion of significance to the business conducted, and in an
effort to achieve “information symmetry” between results and their underlying balance sheet components.

In order to ensure performance comparability, 2005 economic results and operating figures at 31 December 2005 were reworked where
necessary on consistent bases, so as to take into account variations in the scope of the Business Sectors and the exit of GEST Line from
the comsolidation area. Operating figures at 31 December 2006 reported in the tables include the results for Banca lalo Albanese,
Panonska Banka and Bank of Alexandria, included in the International Network Division, and Cassa dei Risparmi di Forli {which as of 19
March 2007 has become Cassa dei Risparmi di Forli e della Romagna), included in Other Activities. For comparative purposes, were nec-
essary, operating figures have been restated excluding these results. As already mentioned, the above transactions did not have any sub-
stantial impact on the statement of income, as they were matnly performed at year end.

Detailed analysis of the Business Sectors can be found in the chapter “Group Business Structure” in the Report on Group Operations. The
chapter also contains a full description of products and services soid, the customer segments served, anc key initiatives pursued over the year.

Criteria for calculating profitability of the Business Sectors

The statement of income for the Business Sectors has been drawn up in the following way:

« for those Sectors whose activities are carried out both by the Parent Bank and by its subsidiaries, the Parent Bank accounts attributa-
ble to the relevant Sector have been consolidated with the income statement line items of its subsidiary companies. In particular, the
attribution to individual Sectors of Parent Bank line items has been made on the basis of the following principles:

- net interest income was calculated using appropriate internal transfer rates;

- in addition to real commissions, notional commissions for services rendered between business units have also been quantified;

- direct costs were calculated for each Sector, whilst costs berne by central units, other than those pertaining to holding functions,
have been allocated to the same Business Seciors. More specifically, for services renderad by central units to operating business units,
costs were allocated at standard prices, with any differences between costs actually borne and costs assigned being allocated to head
office. This method is aimed at making the central structures responsible for the recovery of efficiency;

» for those Business Sectors whose activities are wholly carried out by subsidiaries, the statements of income of the relevant companies
have been reported in terms of their contribution to the consolidated results, net of minority intesests and after posting the consolida-
tion of items relative to the Sector.

Furthermore, each Sector has been attributed the economic capital on the basis of the current risks (credit, market and operational)
calculated according to the VaR (Value at Risk) approach; these risks are covered entirely by the primary capital. The only exception
is Banca Fideuram, that operates in the Savings and Assurance sector, for which, as it is a listed company at 31 December 2006, ref-
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erence has been made to accounting net shareholders’ equity at the end of the year {excluding profit}, in line with the practice for

the Group.

Baniking Savings and Central Netting and Group total

Assurance Functions consoldation
entnes e

REVENUES FROM THE SECTOR (€/mil) (1)
2006 7,068 1,384 625 21 9,098
2005 pro forma (2) 6,579 1,271 363 -12 8,201
Change 2006 / 2005 pro forma (%) +7.4 +8.9 +72.2 ns. +10.9
RESULTS OF THE SECTOR (€/mil) (3)
2006 2,764 742 E 23 3,590
2005 pro forma (2) 2416 710 -180 8 2,954
Change 2006 / 2005 pro forma (%) +14.4 +4.5 n.s. +162.5 +21.5
PROFITS {£OSSES) ON EQUITY SHAREHOLDINGS {€/mil)
2006 41 i 86 - 128
2005 pro forma (2) 56 - 46 2 104
Change 2006 / 2005 pro forma (%) -26.8 ns +87.0 ns +23.1
NET ADJUSTMENTS TO LOANS (€/mil)
2006 -518 2 20 -5 -501
2005 pro forma {2) -520 1 24 3 -492
Change 2006 / 2005 pro forma (%) -0.4 +100.0 -16.7 n.s. +1.8
NET ADJUSTMENTS TO TANGIBLE
AND INTANGIBLE ASSEYS (€/mil)
2006 -25 -29 -347 - -401
2005 pro forma (2) -31 -34 -370 - -435
Change 2006 / 2005 pro forma (%) -19.4 -14.7 -6.2 - -7.8
COST OF PROPEARTY, FIXTURES AND FITTINGS,
EQUIPMENT AND INTANGIBLE ASSETS
ACQUIRED IN THE PERIOD (€/mil} (4)
2006 355 49 1,636 - 2,040
2005 pro forma (2) 94 28 287 - 409
Change 2006 / 2005 pro forma (%) ns. +75.0 ns. - ns.
TOTAL INTEREST-EARNING ASSETS (€/mil) (5)
31/12/2006 163,626 9,252 99,697 -48,751 223,824
31/12/2006 restated (6) 156,262 9,252 59,697 -48,751 216,460
31/12/2005 pro forma (2) 146,007 6,460 86,323 -53,022 185,768
Change 31/12/2006-31/12/2005 pro forma (%) +12.1 +43.2 +15.5 -8.1 +20.5
TOTAL INTEREST-BEARING LIABILITIES (€/mil) {5}
3111272006 145,034 8,252 118,435 -5E,832 215,889
31/12/2006 restated (6) 138,134 B,252 118,435 -55,832 208,989
31/12/2005 pro forma (2} 129,607 5,780 101,350 -58,783 177,954
Change 31/12/2006-31/12/2005 pro forma (%) +i1.¢ +42.8 +16.9 -5.0 +21.3

{1} Total operating income.

{2) Figures recomstructed taking into account the changes in the scope of the Business Sectors arnd the exit o GEST Line from the scope of conselidation.

(3) Pre-tax operating profit floss).

{4) This includes: acquisitions and capitalized irmnprovement expenses for tangible assets fland, buildings, fixtures and fittings, electrical equiprent and other).
purchase of jntangible assets and increases i internal intangible assets The significant growth on the Central Functions is partly due to the goodwill of newly

acqguired hanks.
(5) Excluding Banca IMI growp.

(6) Figures restated excluding Cassa dei Risparmi di Forfl, Panewrska Banka. Bank of Alexandria and Banca ttaln Albanuse, which entered the scope of consolidation in

2006.

Business Sector profitability has been expressed in terms of RORAC (Return On Risk Adjusted Capital), expressed as the ratio of the
Business Sector’s contribution to net Group profits to average absorbed capital as measured by the VaR approach. Concerning Savings
and Assurance, profitability has been calculated relating the contribution of the Sector to the Group net profit to the amount of account-
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ing net shareholders’ equity of Banca fideuram and the average absorbed capital of EurizonVita (formerly Assicurazioni Internazionali di
Previdenza — A_l.P) and of Eurizon Capital {formerly Sanpaolo IM| Asset Management).

Secondary Reporting

In accordance with the management approach and the organizational decisions of the Group, secondary reporting as required by 1AS 14
is based an the disclosure of information by Geographical Sectors. Below is a summary report of the main operating data dividad between
Italy, Europe and the rest of the world. In all, 86% of revenues come from ltaly; the significant growth in investment costs can be put
down primarily to goodwill for the newly-acquired banks {Bank of Alexandria, Panonska Banka, Cassa dei Risparmi di Forfi, Banca Italo
Albanese).

Italy Europe  Rest of the world Group total
REVENUES FROM THE SECTOR (€/mil) (1)
2006 7,822 1,185 91 9,098
2005 pro forma (2) 7,303 843 55 8,201
Change 2006 / 2005 pro forma (%) +7.1 +40.6 +65.5 +10.9
COST OF PROPERTY, FIXTURES AND FITTINGS, EQUIPMENT
AND INTANGIBLE ASSETS ACQUIRED IN THE PERIOD (&/mil) {3}
2006 744 184 1,112 2,040
2005 385 24 - 409
Change 2006 / 2005 (%) +93.2 ns. n.s. n.s.
TOTAL INTEREST-EARNING ASSETS (€/mil) (4)
31/12/2006 199,508 17,270 7,046 223,824
31/12/2006 restated (5) 196,472 12,942 7,046 216,460
31/12/2005 167,541 11,631 6,596 185,768
Change 31/12/2006-31/12/2005 (%) +19.1 +485 +6.8 +20.5

1) Total operating income,

{2) Figures reconstructed taking into accaunt the exit of GEST Line from the scope of consolidation.

(3) The caption includes: acquistions and capilalized irnprovernent expenses lor tangibe assets fland, huildings, fixtures and fittings, electrical equipment and other);
purchase of intangible assets and increases in internal intangible assets.

{4) Excludinng the Banca NI Group.

(5) Figures restated excludivg Cassa dei Risparri di Forli, Panonska Banka, Bank of Alexandria and Banca ftalo Albancse, which entered the scope of consolidation in
2006.
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Part E — Information on risks and risk hedging policies

SECTION 1 - BANKING GROUP’S RISKS

This part of the Notes provides important information on banking group risks, as identified below, risk management and hedging policies
adopted, and trading activity in finandal instruments. Given that the legal, accounting and fiscal effects of the merger of SANPAOLO IMI
and Banca Intesa took effect as of 1 January 2007, the qualitative and quantitative information provided refer to trading activities in 2006
for the SANPAQLO IMI Group alone.

1.1 CREDIT RISK

The SANPADLC IM: Group has been strongly committed to risk management and control on the basis of the following three principles;
* clear identification of responsibility for taking on risks;

* measurement and control systems in line with international best practice;

* organizational separation between the functions that carry out day-to-day operations and those that carry out controls.

The policies relating to the acceptance of credit and financial risks were defined by the Board of Directors and Executive Committee of
the Parent Bank with support from specific operating Committees.

The Parent Bank also performed general functions of risk management and cantrol and made risk-acceptance in the case of farge risks,
supported by the Risk Management Department,

The Group companies that generated credit and/or financial risks were assigned [imits of autonomy and each had its own contral struc-
ture. For the main Group banking networks (Sanpaclo Banco di Napoli, Cassa di Risparmio in Bologna, Cassa di Risparmio di Padova e
Rovigo, Cassa di Risparmio di Venezia, Friulcassa and Sanpaclo Banca dell Adriatico), these functions were carried out, on the basis of an
outsourcing contract, by the Parent Bank's risk control functions, which periodically reported to the Board of Directors and the Audit
Committee of the subsidiary.

QUALITATIVE INFORMATION

Credit risk management policies
Organization

SANPACLO IMI had established lines of conduct to be foliowed throughout the Group when taking on credit risk. The Parent Bank and
the subsidiaries were assigned approval limits defined in terms of total Group exposure to the counterpart and also differentiated accord-
ing to the counterpart’s internal rating. Any transaction exceeding the prescribed limits had to be submitted to the approvalopinion of
the appropriate Bodies of the Parent Bank, consisting of (according to the level of exposure) the Credit Department, the Group Credit
Committee {composed of the Managing Director and the heads of the responsible structures), the Executive Committee and the Board of
Directors.

The Credit Departrent, which is independent from the business segments, was responsible for defining and updating the c¢redit proce-
dures and processes at Group level. With regard to the acceptance phase, it ensured the investigation and approval/opinion phase of trans-
actions that exceeded the abovementioned approval limits. The Credit Department was ako responsible for controlling and preventing
the impairment in the credit quality, and setting policies for the management and control of doubtful loans.

The Risk Management Department was responsitle, a1 Group level, for defining and updating the credit risk measurement methods, with
the objective of guaranteeing their alignment with best practice, as well as for analyzing the risk profite and preparing summary reports
for SANPAQLO IMI's top management on the changes in the Group's asset quality.

The control structures operating within the individual Companies were responsible for measuring and monitoring the portion of the loan
book assigned to them.

For the Graup banking networks {Sanpaolo Banco di Napoli, Cassa di Risparmio in Eotogna, Cassa di Risparmio di Padova e Rovigo, Cassa
di Risparmio di Venezia, Friulcassa and Sanpaolo Banca dell’Adriatico) these functions were carried out, on the basis of an outsourcing
contract, by the Parent Bank's risk control functions that report periodically to the Board of Directors of the subsidiary.
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Management, measurement and controi systems

SANPAOLO IMI developed a set of instruments to ensure analytical control over the quality of the loans to customers and financial insti-
tutions, and foans subject to country risk.

With regard ta loans to customers, grading models have been developed, differentiated according to the economic secter and size of the
counterpart (Corporate, Italian Public Entities, Small Business, Mortgage, Personal loans). These models made it possible to summarize the
credit quality of the counterparty in a measurement, the rating, which reflected the probability of default over a period of one year, adjust-
ed on the basis of the average level of the economic cycle. Statistical calibrations have rendered these ratings fully consistent with those
awarded by rating agencies, forming a single scale of reference. The periodic backiesting analyses carried out, comparing the insolvency
forecasis with the effective defaults, confirmed the validity of the models used.

In 2005, the rating, which was previously used in the loan approval process with regard to counterparties submitted to the Group Credit
Committee, was introduced as an essential element of the process also for loans granted by the branch network. Together with the assess-
ment of the credit mitigating factors (typically guarantees, facility types and covenants), the rating contributed to defining the credit risk
strategy, represented by the set of commercial policies and management behavior (frequency of reviews of lines of credit and repayment
actions). The atiribution of the rating was generally assigned to the branches, except for several types of counterparties (mainly large
groups and complex conglomerates, non-banking financial institutions, insurance companies and cash flow financing), which, as they
require expert assessments, were assigned to a specialist unit in the head office.

The new loan process, designed in compliance with Basel 2 organizational requirements, was introduced throughout the Group for the
Corporate and Italian Public Entities segments (netwark banks, Banca OPI, Sanpaolo IMI Bank Ireland, Banca IMI and Sanpaolo Leasint)
and in all network banks for the Small Business and Mortgage segments. At the beginning of 2007, the new process was extended to
the Personal Loans segment throughout the network banks. Activities are currently under way for extending this process to other prod-
ucts for Retail customers (the consumer aedit component, where scoring models are used).

With regard to banking and finance counterparties, a system was established to dassify the financial institutions in a scale consistent with
those used by rating agencies. The risk class formed the basic information that, integrated by the type and duration of the transaction,
and by any guarantees present, made it possible to determine the credit limits with each counterparty.

Finally, as regards country risk, the rating was assigned on the basis of a model that tock into consideration the judgment of specialized
institutions and agencies, market information and internal assessments.

The ratings were not just a direct instrument to monitor and control credit risk, but are also a primary element for management control
of credit risk, through the credit risk portfolic model, which summarizes the information on asset quality in terms of risk indicators, includ-
ing expected losses and capital at risk.

The expected loss is the product of exposure to default, probability of default (derived from the rating) and loss given defauit. The latter
is measured with reference to an economic rather than accounting concept of loss including internal and external legal costs and pru-
dently calculated on the discounted value of post-default recoveries of non-performing or problem loans.

The "expected® loss represents the average of the loss distribution, whereas the capital at risk is defined as the maximum "unexpected”
loss that the Gsoup may incur with a confidence level of 99.96%, comresponding to the level of risk implied by the rating of SANPAOLC
IMI senior debt assigned by the ratings agencies (AA- from Standard & Poor's and Fitch, Aa3 from Moody’s).

Techniques for the mitigation of credit risk

The technigues for the mitigation of credit risk are the elements that contribute to reducing the ioss given default. They include guaran-
tees, facility types and covenants.

The evaluation of the mitigating factors was performed through a procedure that assigns a loss given default to each individual loan,
assuming the highest values in the case of ordinary non-guaranteed financing and decreasing in accordance with the strength given 1o
any mitigating factors present,

The "very strong™ and “strong* mitigating factors include finandial collaterat and residential mortgages. Other mitigating guarantees include
non-residential mortgages and personal guarantees issued by unrated parties, provided they have sufficient personal assets. The strength of the
personal guarmaniee issued by rated parties {typically banks, Credit Guarantee Consortia and corporations, in general belonging to the same
counterparty group) was assessed on the basks of the guarantors credit guality through mechanisms based on "PD substitution”.

The loss given default values were subsequently aggregated at customer levet in order to provide a summary evaluation of the strength
of the mitigating factors.

Within the credit acceptance and management process, as mentioned above, the strength of the mitigating factors was significant in the
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definition of the credit strategy, in particular with reference to the counterparties classified by the rating system as non investment grade.
In addition, certain types of transactions, typically medium-tong term, required collateral or covenants for their finalization regardless of
the credit strategy defined.

Impaired financial assets

This item describes the technical-arganizational and methodological procedures used in the management and control of impaired finan-
cial assets. This information includes the methods of classification of the assets by counterparty quality, the factors that allowred transition
from impaired exposures to performing exposures, the analysis of the exposure by length of past due status, and the procedures for the
assessment of the adequacy of writedowns and provisions.

LA R A

For further information on the classification of impaired assets, see Part A — Accounting Poticies. The correct application of classification
rules is managed through the use of specific tools and procedures; monitoring and supervision of classification is performed by a central
structure responsible for credit quality control.

With reference to loans duefoverdue by mare than 180 days, restructured loans and problem loans, the structures responsible for their
management were identified, on the basis of pre-determined thresholds of increasing significance, within the operational areas, in decen-
tralized organizational units that carried out specialist activities and in a dedicated central structure that was responsible for the entire
management and coordination of these matters,

The management of non performing positions was centralized within specialized functions of the head office which, in carrying out rel-
evant recovery actions, relied on personnel located throughout the branch network, Within these actions, in order to identify the strate-
gies that may be implemented for each individual position, out of court and judicial solutions are examined, in terms of cost-benefit analy-
ses, taking into account the financial impact of the estimated recovery times,

Impairment fosses on assets were measured on the basis of the measurement criteria identified and detailed in Part A - Accounting
Policies. The valuation was reviewed whenever significant events came to light that could have altered the recovery prospects. In order for
adjustments to be made in a timely manner for these events, the information relfating to the debtor was periodically monitored and the
progress of out of court settlements and the various phases of legal proceedings are continually verified.

The return of impaired loans to performing status, governed by specific internal regulations, might only take place on the propesal of the
abovementioned structures responsible for their management, upon ascertainment that the critical conditions or state of default no longer
existed and subject to the binding opinion, where envisaged, of the structure responsible for credit control.

The overal! doubtful leans portfolio was continually monitored through a predetermined control system and periodic managerial repart-
ing.
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QUANTITATIVE INFORMATION

A, CREDIT QUALITY

A.1 Performing and impaired loans: amounts, adjustment, changes, break-down by type and geographicat area

A 1.1 Financial assets analyzed by portfolio and credit quatity (book value)

€/mil)
PortfoliceQuality Batiking group Other cormpanies Total
Non-perforrming  Problern Restuciured Expired  Country Qther  impaired Cther
loans loans foans {oans risk assels .
1. financial assets held for trading 1 1 - 3 - 23586 - 322 23,923
2. Available-for-sale financial assets 4 - - - - 16,141 - 19,684 35829
3. Financial assets held 1o maturity - - - - - 2,872 - - 2,872
4. Loans to banks - - - - 30 29,989 - 39 30,058
5. lLoans to customers 1,100 1,179 121 765 63 154,311 - 261 157,800
6. Financial assets designated as at fair value - - - - - 787 - 19,898 20,685
7. Non-urrent assets and discontinued operations - - - - - 78 - - 78
B. Hedging derivatives . - - - - 831 - 189 1,020
Total as at 31/12/2006 1,105 1,180 ir4 768 93 228,605 - 40,393 272,265
Total as at 31/12/2005 1,085 1,074 94 1,066 64 204,237 - 41,231 248,851
Figures for other companies refer exclusively to insurance companies.
A.1.2 Financial assets anakyzed by porticlio and credit quality (gross and net values) o
mi
Portfolios/Quality Imgsamed assels Other assets i’m.il'ﬁI
Grss  Spernific Portfolico HNet Gross Partfalio Net {riet
exposure adustments adjustiments  exposure exposure  adjustimnents expusure exp(;suﬂ -
A. Banking group
1. Finandcial assets held for trading - - X X 23596 23,601
2. Available-for-sale financial assets 9 5 - 16,141 - 16,141 16,145
3. Financial assets held to maturity - - - - 2,872 - 2,872 2,872
4. Loans to banks 3 3 - - 30,041 22 30,019 30,019
5. Loans to customers 7.668 4,080 423 3,165 155,616 1,242 154,374 157,539
6. Financial assets designated as at fair value - - - - X X 787 787
7. Non-current assets and discontinued operations - - - - 78 - 78 78
8. Hedging derivatives - - - - X X 831 831
Total A 7,685 4,088 423 3,174 204,748 1,264 228,698 231,872
B. Other companies included in the scope
of consolidation
1. Financial assets held for trading - - - - X X 322 322
2. Available-for-sale finandial assets - - - - 19,684 - 19,684 19,684
3. Financial assets held to maturity - - - - - - - -
4. Loans to banks - - - - 39 - 39 39
5. Loans to customers - - - - 261 - 261 261
6. Financial assets designated as at {air value - - - - X X 19,898 19,898
7. Non-current assets and discontinued operations - - - - - - - -
B. Hedging derivatives - - - - X X 189 189
Total B - - - - 19,984 - 40,393 40,393
Total as at 31/12/2006 7,685 4,088 423 3,174 224,732 1,264 269091 272,265
Total as at 31/12/2005 7,284 3811 154 3,319 246,626 1,094 245,532 248,851

Figuras for other cornpanies refer exclusively to insurance companies.
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A.1.3 Cn-balance sheet and off-balance sheet loans 1o banks; gross and net values

(€/mif)
Type of loanNVatue Gross exposure Spexcific vatue Porilolio value Nel exposire
adpastrnents afljustrents
A. ON-BALANCE SHEET LOANS
A.1 Banking group
a) Non-performing loans 3 3 - -
b) Problem loans 1 1 - -
¢} Restructured loans - - - -
d} Expired loans - - - -
&) Country risk 31 X 1 30
fi Other assets 37.421 X 21 37,400
Total A1 37,456 4 22 37,430
A.2 Other companies
a) impaired - - . -
b} Other 7574 X - 7.574
Total A.2 7.574 - - 7.574
Total A 45,030 4 22 45,004
B. OFF-BALANCE SHEET LOANS
B.1 Banking group
a) Impaired - - - -
b} Other 9,989 X 2 9,987
Total B.1 9,989 - 2 9,987
B.2 Other companies
a) Impaired - - - -
b} Other 10 X - 10
Total B.2 10 - - 10
Total B 9,999 - 2 9,997

Figures for other companies refer exclusively to insurance companies.

On-balance sheet loans include all on-balance sheet financial assets regardless of the portfolio they are allocated to: held for trading, avail-
able-for-sale, held to maturity, loans, assets designated at fair value, discontinued operations.

A.1.4 Cn-balance shaet loans o banks: changes in impaired loans subject to ~country risk” - gross

(€/mil}

TypefC ategory Nor-perfarening loats Problem loans Restructured Exprired Country
foans laans risk

A. Opening gross exposure 3 1 . - 55
- of which: loans sold and not cancelled - - - - -

B. Intreases - - - . 8
B.1 from performing loans - . R _ R
B.2 transfer from other categories of impaired loans - - - - -
B.3 other increases - . - - 8

C. Decreases . - - . (32)
C.1 to performing loans - . - - -
C.2 cancellations - - . - 8
C.3 coliections - - - - -
C.4 arising from sales - - . - -
C.5 transfer to other categories of impaired loans - . - - -
C.6 other decreases - - - . (32)
D. Closing gross exposure 3 1 - - 31

- of which: loans sold and not cancelled - - . - -

On-balance sheet loans include all on-balance sheet financial assets regardless of the portfolio they are allocated to: held for trading, avail-
able-for-sale, held to maturity, loans, assets designated at fair value, discontinued operations,
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A.1.5 On-balance sheet loans 1o banks: changes in total adjustments

E/mil)

TyperCategory Non-pHorimang laans Problem loans Restructured Expired Cm:mry
laans loans nk

A. Total opening adjustments 3 1 - - 8
- of which: foans sold and not cancelled - - - - -

B. Increases - - - . 1
B.1 adjustments - - - . -
B.2 transfer from other categories of impaired loans - - - - -
B.3 other increases - - - - 1

C. Decreases - - - - (8)
C.1 write-backs due to valuation - - - - {7
(.2 write-backs due to collection - - - . -
C.3 cancellations - - - - .
C.4 wuansfer to other categories of impaired loans - - - - -
C.5 other decreases - - - - M

D. Total closing adjustments 3 1 - - 1

- of which: loans sold and not cancelled - - -

On-balance sheet loans include all en-balance sheet financial assets regardless of the portfolio they are allocated to: held for trading, avail-

able-for-sale, held to maturity, loans, assets designated at fair value, discontinued operations.

A.1.6 On-balance sheet and off-balance sheet loans to customers: gross and net values

{€/mif}
Trpe of ban/Value Grins expesure Specilic value Portfulio vahie Net exposure
adjusiments adjustments
A. ON-BALANCE SHEET LOANS
A1 Banking group
a) Non-performing loans 4,906 3,637 164 1,105
b) Problem loans 1,700 368 123 1,179
¢ Restructured loans 155 34 - i21
d) Expired loans 916 15 136 765
e) Country risk 94 X 31 63
f) Other assats 183,819 X 1,212 182,607
Total A 191,590 - 4,084 1,666 185,840
A.2 Other companies
a} Impaired - - - -
b) Other 32,355 X - 32,355
Total A.2 32,355 - - 32,355
Total A 223,945 4,084 1,666 218,195
B. OFF-BALANCE SHEET LOANS
B.1 Banking group
a} Impaired 244 53 2 289
b) Other 58,016 15 146 57,855
Total B.1 58,360 68 148 58,144
B.2 Other companies
a) Impaired - - - -
b) Other - X - -
Total B.2 - - - -
Total B 58,360 68 148 58,144

Figures for other companies refer exclusively to insurance companies.

On-balance sheet loans include all on-balance sheet financial assets regardless of the portfolio they are allocated to: held for trading, avail-

able-for-sale, held to maturity, Joans, assets designated as at fair value, discontinued operations.
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A7 On-balance sheet loans to customers: changes in impaired loans subject to “country risk” - gross it
(E/mil
TypelCategory Non-pertorming dodns Problem loans Resstructured Expered Courtry
laans loans sk
A. Opening gross exposure 4,326 1,573 128 1,253 25
- of which: loans sold and not eancefled & - -
8. increases 1,270 1,388 132 2,093 78
B.1 {ram performing loans 140 632 3 1,628 1
B.2 tansfer from other categories of impaired loans 490 437 65 16 -
8.3 other increases 640 315 64 449 77
B8.3.1 Business combinations 411 73 4 16 58
C. Decreases (650) {1,257} (105) {2.430) (9}
C.1 1o performing loars an (95) (1,237 -
C.2 cancellations (208) (20 (6) 1G] -
C.3 collections {403) {524) (84) (764) -
.4 arising from sales (12} {1) - - -
C.5 transfer to other categories of impaired loans {5Q) (531) {(13) 414) -
C.5 other decreases - (16) (2} {11) (9)
D. Closing gross exposure 4,906 1,700 155 916 94
- of which: loans sold and not cancelled 7 ! ! -
On-balance sheet loans include alf on-balance sheet financial assets regardless of the portfolio they are allocated to: held for trading, avail-
able-for-sale, held to maturity, loans, assets designated at fair value, discontinued operations.
A.1.3 On-balance sheet loans to custemers: changes in total adjustments
(€/mif}
TypefCategory Non-performing luans Problem loans Restiuctined Expired Country
loans oans risk
A. Total opening adjustments 3,241 499 34 187 8
- of which: loans sold and not cancelled 2 - - -
B. Increases 1,028 299 25 29 27
B.1 adjustments 401 224 10 13 14
8.2 transfer from other categories of impaired loans 127 18 13 - -
8.3 other increases 500 57 2 16 13
B.3.1 Business combinations 343 25 ! 13
C. Decreases (467) (276} (25) (64) {4)
C.1 write-backs due to valuation (73 (50) @ (44) -
C.2 write-backs due to collection (138) (64) (N %) -
€.3 cancellations (208) (21) (6) (4) -
C.4 transfer to other categories of impaired loans {15) (132) (7} (4) -
(.5 other decreases (33) €] (3) (11) (4)
D. Total closing adjustments 3,802 522 34 152 £l

- of which: loans sold and not cancelled 2 - -

On-balance sheet loans include all on-balance sheet financial assets regardless of the portfolio they are allocated to: held for trading, avail-

able-for-sale, held to maturity, loans, assets designated at fair value, discontinued operations.

Leans to risk ¢ountries for the SANPAOLO IMI Group in 2006 totated 125 million euro gross of adjustments (80 mitlion euro in 2005), and
93 miliion euro (64 million eure in 2005) net of adjustments {loans to banks and 1o customers). The figure is predominantly concentrat-
ed in the banking book of the Parent Bank. As of 2006, the figure includes a limited amount of loans to Serbia and Albania, held by the

newly acquired Panonska Banka and Banca Italo Albanese,
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Hedging ratio of fcans to custorers

Categoty 311272006 31/12/2005

{%) (%}
Non-performing loans 77.52% 75.01%
Problemn and restructured loans 29.92% 31.33%
Loans due/overdue by more than 180 days 16.48% 14.52%
Non-guaranteed |cans o countries at risk 32.98% 32.00%
Performing financing {*} 0.78% 0.78%

{*) The figure does not inchude securities from the Loans and Receivables portiolio

A.2 Break-down of loans based on external and internal ratings

A.2.1 Break-down of on-balance sheet and off-balance sheet Joans by external rating class (bock value)

fesfmi)

Lodns External rating casses Without Total as at
AAASAA- A+/A-  BEB+/BBB- BB+/BB- B+/B~  Less than B- raling 31122006

A. On-balance sheet loans 21,879 34,126 5.864 765 716 3,173 150,747 223,270
B. Derivatives 1,253 444 60 2 - 4 5,511 7,274
B.1 Financial derivatives 1,233 437 60 2 - 4 c.484 7,220
B.2 Credit derivatives 20 7 - - - - 27 54

C. Guarantees granted 4,932 2,263 1,486 251 9 209 18,221 27,371
D. Commitments to grant finance 6,196 6,758 3,606 198 57 104 16,567 33,486
Total 40,260 43,591 11,016 1,216 782 3,490 191,046 291,401

Break-down by external rating ¢lass is based on ratings assigned by Standard and Poor's and Moody’s; where two ratings for the one cus-
tomer were available, the more prudential of the two was adopted.

As the ratings refer to loans to the public and banking sectors and corparate customers of high standing, external rating classes are con-
centrated at the investment grade level.

The less-than-B- column includes doubtful leans.

A.2.2 Break-down of on-balance sheet and off-balance sheet loans by internal rating class (book value)

e/mil)
Loans Internal rating dasses impaired Without Tolat as at
AAAAA- A+lA- BBB+/BBB- BB+/8B- B+B-  Loss than B~ lsans rating 31;’12!2225;_'
A. On-balance sheet loans 35712 47,753 51,456 24,612 6,203 23 3,170 54,133 223,270
B. Derivatives 1,044 3,282 21 119 42 1 4 2,571 7,274
B.1 Financial derivatives 1,032 3,257 211 119 42 1 4 2,554 7,220
B.2 Credit derivatives 12 25 - - - - - 17 54
C. Guarantees granted 5,278 8,699 5,823 2,695 454 16 181 4,225 27,371
D. Commitments to grant finance 6,833 9,198 7,165 2,068 687 -1 104 7,365 33,486
Total 48,867 68,932 64,655 29,494 7,386 314 3,459 68,294 291,401

Break-down by internal rating class is based on all ratings available in the credit risk management system. These ratings inctude credit rat-
ings assigned by external agencies for counterparties in customer segments for which an internal medel is not available.

Unrated loans account for 23.4% of all loans and refer to customer segments for which a rating model is not yet available {loans to pri-
vate parties), to counterparties for which the ll-out of new internal models is still underway, to Group companies whose mission is not
refated to credit and loans, and to foreign subsidiaries in Eastern Europe and other emerging nations, which have yet to be fully integrated
into the credit risk management system. For the purposes of calcutating the risk indicators, unrated counterparties are assigned an esti-
mated rating on the basis of the average probabilities of default, deriving from the past experience of the respective sectors.

When unrated counterparties and impaired loans are excluded, rating classes at investment grade account for an overwhelming majority
of 83.1% of all loans, whilst 13.4% of all loans fall within the BB+/BB- range; 3.5% of all loans fall into higher risk classes {of which only
0.1% are below B-). The figure however is affected by the presence of banking counterparties characterized by a high credit standing. When
looking at ordinary customers only, the break-down by rating class nevertheless shovss a considerable concentration of loans at investment
grade level — approximately 75% of the total — while the BB and less-than-B- categories rise respectively to 20% and 5%.
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A.3 Break-down of guaranteed loans by type of guarantee

A3.1 Guaranteed on-batance sheet 1oans to customers and 1o banks

{€mil}
Amalnt Real guarantees Persondl quarantees (2) ictal
ol kaan {1 Creddnt derivatives Guaratitees aal
Fropery  Secunted Cther Goverraents Other public Banks Cther Goverraments  Other public Banks Onher  3AME -
assets enlilies enlites enutes enttes (142}
1. Gueranteed loans to banks 10,854 10237 45 39 3 4 10448
1.1 fully cuareniesd 10,258 - - - i 1 4 107%
1.2 pariially guaranieed 5% - 126 45 15 4 190
2 Guaranized kens to qigtomess: BN 48879 10389 2818 - - §347 286 75 23389 958M
2.1 fuly qusraneed 85,748 48519 9,503 1,526 8913 140 A4 20948 90001
2.7 partially quaranteed 8,023 350 886 1,292 - - - - 44 146 04 24 5853
A.3.2 Guaranteed off-balance sheet loans to customers and to banks
€imif)
Amount Redal guaraniees Pursond quargatees (21 Tord
of knan {1} Credit derivatives Guaranteps & at
Property  Secunties Other Gavernmenn, Othet publ: Barks Ober Guvernments Other putic Barks Qier  31112/06
asal enties enttes efililes entiyes (1412
i, Guarentzed koans 1o benks 264 169 - - i52 by) 35
1.1 fully gueranieed 182 - 63 - - 150 2 240
1.2 pertially guaranieed 282 . - 106 - 2 2 110
2. Guarantoed Joans to austomers: 9.21i 35 77 707 - - - - - 2 i 739 9498
2.1 {ully quarardeed 8,578 32 66 140 - - - - - 1 1,009 7,107 8635
22 partially quaranteed 633 45 7 567 1 3 12 863
A33 Impaired guaranteed on-balance sheet foans to banks and customers
(€/mil)
Anoont Gua Guarintoes [far vaur} Told  far
of oy rriteed Red Persond guaraniees s vaue
ot quaLniees Eredt derivatns Gurarless VY wrphus
Pop- Seoun- Other Govere Othet Banks Fnae s Nem - Othet Gowrn-  Other Bonke e - Mon b Other 3005 of De
W W e meEn bk ad rade nagd tiltw hels pbix od e neiod enlees i
addeen- anipes OMpY (QTDF COMPir andcer- enities COMpy COMPa- LORPA- alee
vd ks W mes e 1 banks D e
1. Guaranteed loans to banks: - - . .
1.1 beyord 150% - - . . - . R R
1.2 beaween 100% and 150% - - - . - - .
1.3 hedween 50% and 106% - . -
1.4 under 50% - - - -
2 Guaranteed boans to customers: 1825 3836 1672 139 30 - 49 5 j0 44 6 343 1,255 3853
2.1 heyond 150% 1257 2252 1415 46 14 - 2 1 5 214534 2,151 -
2.2 bewween 100% and 150% 276 7% 15 5% 8 - - - 49 - 125 79 32 73%
2.3 bewween 50% and 100% 19 55 ® 23 6 - - 3 9 6 P43 38 413
2.4 ynder S0% 27 B | 2 - - - N 9
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A.3.4 Impaired guaranteed off-balance sheet loans to banks and customers

(€S}
Amount  Gue Guarantous fur vaue) Tod  far
oHaan rateed Red Sersond graniees ad  vive
amount asaRTees *redl dervatey Guaraniaes 3UiY splus
fop Searl  Crber Govem Other Banks Fr  Wsu- Nonfic OtherGown- Other Baks Frare - Hondi- Ot 2005 of the
ey fies aswts ments public dd e nenad entites ments  public & e naga entlis i
adoene etiies COMpe- COMp3 (OMpe- 2d cer- entities OMpa (OMpa- Comp- rantee
ud ks mes  es  fies v binks nes  nies e
1. Guaranteed loans 1o benks: T - - -
1.1 beyond 150% - . . - - - - - - . - - - - - - - - . . -
1.2 between 100% 2nc 150% - - - . - - - e L -
1.3 between 50% and 100% B
1.4 under 50% - - e - - - e - - - - e
2. Guaranteed bans o custoners: i w2 ¥ - e e D R O
2.1 deyond 150% 5% 5 8 - - - . - - - - - - - 3 1 3% 7 5 -
2.2 beween 100% and 150% W ot - - - - e e .- - 1 - - 3 .« 3 1N -
2.3 between 50% and 100% 19 19 5 - | - - - . . - - -1 4 - -3 31 -
2.4 under 50% T - - A T D D
B. BREAK-DOWN AND CONCENTRATION OF LOANS
B.1 Break-down by sector of on-balance sheet and off-balance sheet loans to customers
{€/md}
Loan/ aunterparty Goveretents and cend bands Othet pubkic er litses Finanad ivsinponm. TS ice COmpanies Nor-finara companies Chiver entilies
Gross Spoche P Met Groos Geafic  Fore  Mel Gooss Spedfic Pt Nl Gross Specfic  Pot- Net Gross Spedfic  Porte  Net Gross Spechc  Pn- et
eqe- vlue o epo- epoe whe oo ogo epe vauwe oo epe epo vdue oo epo- epo v oo epo ek viue folio  ego-
aie adusl- wlue  are e adus vdve  sme  sre ot viue  sre  we adust vaue  sue s e vaie wre s adinl vave e
ments adist- ments kst ments adust- ments adst- ments adust- ments adst-
menls ments mesits meals nents ments
A Onbaance sheet loams
A Honperloming loas 3 3 - - i 12 ] £ B2 . & - 37 e 1 TEe LME 85 W3 o
A2 Problen loars . . - % 1 k) 1 1 1 - - 1185 B 3 ek 4 )
A3 Restruqured loans H 2 15 2 \3 ET I ] 108 .
Ad Dpwedioam . - - - i H ? 1 She 2 88 436 406 i3 &7 3K
A5 Other boams 1750 X 7TENR 12ME X %W a4 X N A3 T X I TR X % 82963 38001 X M TS
Total 17,93 5 712,94 12,806 13 40 12753 450 $3N 045 T - 3 7T OS5 O3IR 1,084 91461 3998 669 501 238M
B Off-balance sheet loars
21 Noneperloming loars - - - - 52 12 40 1 1 - 13 2 108 7 i - 5
22 Problen loun - - - - \d - i § i 58 13 1 48 2 H
23 Other cepated assets - 1 i - 22} 1 1 2] 7 T
84 Other loans 1,098 X B Y X £ 4015 11,268 X 1% &R 402 3BEE X W7 IBEM 138 X 4 2319
Tolal 1098 - - 1099 4,083 12 & 4085 11268 411,24 &2 - 82 B10% ® 0 MY 3BS 23 z 4 2193
Total xs at 311272006 15,035 5 T 023 1688 B 46 16818 35,789 g5 35 35669 (17 3 1175134656 3351 1233130082 42393 671 505 41,217
8.2 Break-down of financing te non-financial companies
(€/mif)
Tortal
31.'12!20_95_
a) Other available-for-sale services 16,631
b) Commercial, recovery and repair services 9,364
¢ Construction and public works 8,713
d) Transport services 5,055
e) Energy products 3,725
f) Other sectors 37,275
g) Non-resident, non-financial companies 8,361
Total 89,124




Consolidated Financlal $tatements ~ Part E - Information on risks and risk hedging policies - Section 1

B.3 Break-down of on-balance sheet loans and off-balance sheet loans to customers by region {(book value)

(C/mif)
Loanv/Geagraphical arcas ITALY OTHER EUROPEAN COUNTRIES AMERICA ASA REST OF THE WORLD
Gross Net Garess Net Qross Net Gross Net Gross Net
expasure exporsure eXPOSLIre EXpOsUre expusure LXPOSLIE exprsure exposure exposure exposure
A, On-balance sheet loans
A1 Mon-performing loans 4523 1,048 85 31 k1 1 - - 295 25
A.2 Problem loans 1,573 1,081 117 95 - - - - 10 3
A3 Restructured loans 137 108 16 13 2 - - - - -
A4 Expired loans 888 740 18 16 - - - 10 9
A5 Other loans 156,425 155,328 20,335 20,239 3,419 3,393 1,432 1,426 2,302 2,284
Total 163,546 158,305 20,571 20,394 3,424 3,394 1.432 1,426 2,617 2321
B. Off-balance sheet loans
B.1 Non-performing loans 136 109 2 1 - . - 58 44
B.2 Problem loans 54 45 17 15 - - - - 1 1
B.3 Other impaired assets 67 65 4 4 - - - - 5 5
B.4 Other loars 33,002 32,929 15,398 15,382 8,701 8,691 503 503 405 350
Total 33,266 33,148 15,421 15,402 8,701 8,691 503 503 469 400
Total as at 31/12/2006 196,812 191,453 35,992 35,796 12,125 12,083 1,935 1,929 3,085 2,721
B.4 Break-down of on-balance sheat loans and off-balance sheet ioans to banks by region
‘€/mi)
Loans/Geographical amas ALY OTHER EUROPEAN COUNTRIES AMERICA ASIA REST OF THE WORI(.D
Gross Net Gross Net Gross Mat Gross Net Gress Het
exposure expaslne exposure exposura exposure expmure XpOsure expasure EXpOsUre expsure
A. On-balance sheet loans
A1 Non-performing loans 2 - 1 - - - - - -
A.2 Problemn loans 1 - - - - - - - - -
A3 Restructured loans - - . R R . . B
A4 Expired loans - - - - - - - -
A5 Other loans 16,780 10,780 20,424 20417 2,474 2,473 1,236 1,234 2,538 2,526
Total 10,783 10,780 20,425 20,417 2,474 2,473 1,236 1,234 2,538 2,526
B. Off-balance sheet loans
B.1  Non-performing loans - - - - - - - -
B.2 Problem loans - . - . - - . -
B.3 Other impaired assets - - - - - - - - - -
B.4 Otherloans 3,736 3,736 5,274 5274 556 555 350 349 73 73
Total 3,736 3,736 5,274 5274 556 555 350 349 73 73
Total as at 31/12/2006 14,519 14,516 25,699 25,691 3,030 3,028 1,586 1,583 2611 2,599
B.5 Large risks (according to regulatery provisions)
31/12/2006 31/12/2005
al Amount (€/mil) 6,921 6,903
b) Mumber 3 3
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€. SECURITIZATION AND SALE OF ASSET TRANSACTIONS

€.1 Securitization transactions

Qualitative information

At 31 December 2006, one securitization transaction had been performed by the SANPACLO IMI Group through the subsidiary Sanpaofo
Leasint S.p.A.

The Spiit2 securitization transaction — in the fourth quarter of 2004, Sanpaolo Leasint sold without recourse a total of 1,805 million euro
in loans relating to performing lease agreements on real estate, motor vehicles and operating assets, to the spedal purpose vehicle (SPV)
Split2 Srl, established in accordance with Law no. 130/99. Along with the portfolio assigned, the transaction was structured so as include
an 18-month revolving period in which, given certain conditions, further assignments were to be performed on a quarterly basis 5o as to
replenish the lean portfolio as loans were fully collected by Split2. The 18-month revolving period came to an end in April 2006. In order
to raise the funds necessary for the purchase of the loans, Split2 issued three classes of securities. which were rated by all three rating
agencies (Moody's, 5&P, and Fitch) and successfully placed on the market, and a Junior security worth 18.1 million euro, which was fully
subscribed by Sanpaolo Leasint $.p.A.. The aim of securitization was to diversify sources of financing for the company and match the
maturities of funding and underlying loans, as well as to free up both economic and regulatory capital. In its role as servicer, Sanpaclo
Leasint cantinues to manage the callections on the loans portfolio that was sold and to maintain direct relations with the customers, trans-
ferring the collections in terms of principal and interest from the portfolic to accounts opened in the name of the SPV at the depositary
bank of the collections. it regularly provides information on the portfolio, necessary for monitoring by the rating agencies.

In accordance with SIC12, the SPV Split2 and Sanpaolo Leasint, the Group subsidiary performing the securitization, were fully consali-

dated on a line-by-fine basis in the Group financial statements. The consolidation of the two companies means that all assets, liabilities,
profits or losses arising from transactions between Sanpaolo Leasint and Spiit2 cancel each other out.

Quantitative information

C.1.1 Loans arising from securitization transactions divided by quality of the underlying asset
(€/mil)

Underlying asset qualityLoans On-balance sheet loany Guarantees granter) Credit Jines
Senior  Mezzanine  unios Senior  Mezzanine  Junior Senior  Mezzanine  Junior
Gros Mel Groms  Met Guss Net Geoss Nei Gross  Nel Gross Rt Gross Met Gmoss Nt G Net
epo mpe BPO- B B EPO OG- OPO- ePr 6P OO Bpe APC epr Py Ao eo epo-
ufe  sute  WHR wre  SURR MR Sue SR SWre  wre e Sufe e WP e sue sue wre

A With own underlying assets: 1,405 1,390 - - 48 - - - - - - - . .

8 impared g 7 .. e ..

b} Other f i3 - N X N . T
B. With third party underlying assets: Lamss o 1nonoAm o . - -

3} Impaied 10 - - e e e e e e e e e

b} Other 1267 1,265 11 111 2 S e e e e e e

C.1.2 Loans arising from “own” securitization transactions divided by type of securitized asset and loan
(€/mil}

Quality of securitzed transactions/Lodans Qrebalance sheel loans Guarantees granted Credit lines
Senior _ Mezzanine  Jubiar Seriof  Mozzanine  Junior Senior  Mezzanine  Junior
Zook Agust-  Bock Adust Book Adist Book Adusi-  Bock Adust ook Adus-  Book Adust  Book Adust  Bod Adust-
vdue memy  vdue merty  vdue menty  vdue memty vadue tentd wdue menty vave menty  value meniy  vadue menty

Winte- Yinle- Write- Viite- White Wil Whie- Wrie- Wite
baxks backs backs backs backs baks backs backs backs
A Subject 10 total cancellation from the financial statements T
B. Subject to partial cancellation from the financial statements e -
€. Not cancelled from the financial statements 139 15 - - 1 - - - o ..o,

(.1 Spii
- Leasing 139 15 . - - - - . - - - - - - - - .
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C.1.3 Loans arising from main “third party” securitization transactions divided by type of securitized asset and of loan

{1€/mil}
Underying assatfloan Qu-buglance sheet loans GQuarautees granted Credit lines
Senior_ Merzanine  Junior Semor _ Mezzanine  Junior Senior  Mozzanine Jurjor
Bk Adust  Book Adust  Book Adwst-  Book Adust  Book Adust-  Book Adust-  Bock Adusi  Bock Aduste  Book Adust-
viue menty v menty  vdue menly  vaue menty vaie menty vaue ments’ vl menly  wvdue menty  viue menty
Wie White- Whte- Wete Wiite- Wit Wite- Wirte White
backs becks bixks baks backs backs backs buks backs
1,265 " 2 - -
- Commexcialfindusirialiagricultural mortgages 255 - -
- Residenzal morigages 18 -
- Credit cards . - R, .
- Leasing 14 . .. - R
- Wellare contributions 124 - - - -
- Sequnses - - - -
- Heaii care ietewables - - - - - -
- Public property 25 21 -
- Consumer credit 12 -
- Due from Inland Revenue 149 - -
- Central and focal public admink ation 56 - 1 - - - -
- Other assets 2 - 10 - - - - .
C.1.4 Loans to securitizations divided by financial asset portfolio and by type
(&imil)
Exposure/Porilolio Trading Designated Available Held 10 Loams Total & at Tolal a5 at
as at lair valie for sale maturity 31122006 31/1 272005
1. On-balance sheet loans 249 - 1,048 - - 1,297 1,550
- Senior 217 - 1,048 - - 1,265 1,487
- Mezzanine 1 - - - - 1 42
- junior 21 - - - - 21 21

2. Off-balance sheet loans - -

- Seniar - -

- Mezzanine - -

- Junior - R
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€.1.5 Total of securitized assets underlying junior securities or other forms of backing

f€/mif}
AssetValue Trl.w’diti(l:n.‘ii §¥n1hctk
secuntizations secuntizations
A. Own underlying assets: 1,404
A.1 Fully written off -
1. Non-performing loans - X
2. Problem loans - X
3. Restructured loans - X
4. Expired loans - X
5. Other assets - X
| A.2 Partially written off -
| 1. Non-performing loans - X
l 2. Problem loans - X
3. Restruciured loans - X
4. Expired loans - X
5. Other assets - X
A.3 Not cancelled 1,404 -
. 1. Non-performing loans 4 -
| 2. Problem loans 1 -
| 3. Restructured Joans - -
4. Expired loans 1 -
5. Other assets 1,398 -
B. Third party underlying assets: 41 -
B.3 Non-performing loans - -
B.2 Problem loans - -
B.3 Restructured loans - -
B.4 Expired loans - -
B.5 Other assets 41 -
C.1.6 Interests in special purpose vehicles
No such interests existed at 31/12/2006.
€.1.7 Servicing activity - collection of securitized loans and repayment of securities issued by special purpose vehicle i
2 4rmi
Servicer Special purpase Securitized assets Loans callected Ay a percentage of repaid securities (end of period)
vehicle {end of perind) for the yoor Senior Mezzaning Junior

Impaired  Performing Impaired  Performing Impaiced  Perfvming Impaired  Performing
assets anety asels

asels

Impared  Performing
asiets wsets

Sanpaolo Leasint Split2 6 1,397 3 641 - 15.0%
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C.1.8 Spedial purpose vehicles belonging to the banking group

(€/mil)
Split2 Srl 31/12/2006
A, Securitized Assets 1,404
A1 Loans 1,404
A.2 Securities -
A.3 Other loans -
B. Use of assets from loan management 198
B.1 Debt securities -
B.2 Equities -
8.3 Liguidity 187
B.4 tnvestments and cash equivalents 1
B.5 Accrued income and prepaid expenses 10
C. Securities issued 1,546
C.1 Class A securities 1,420
C.2 Class B securities 63
C.3 Class € securities 45
C.4 Class D securities 18
D. Financing received -
E. Other liabilities 56
E.1 Accrued expenses and deferred income 12
£.2 Qther debts 12
E.3 Due to the originator 32
F. Interest expense on securities issued 86
G. Fees and commissions for the transaction 2
G.1 For servicing 2
(.2 For other services -
H. Other expenses 7
H.1 Adjustments to securitized assets 5
H.2 Differential balance on hedging transactions {swap) 2
I Interest generated by securitized assets 87
L. Other proceeds 7
L1 interest income ]
L2 ‘Write-Dacks on securitized assets 3
C.2 Sales transactions
C.2.1 Financial assets sold and not cancelled
{&mil}
Techmical tvpefPortiolio Franoal ssets Finannd assess  Avallable-torsale  Financial assets Loans ¢ banks Loans to Toid
bdd foor trading demgnated finandal assets  held to matunty asiomers

= at {ar value

A 2 € A B s & g < A £ C A E C L E COME NS

A, On-balance sheet assets 4,503 - - 10 - - 3;n - - - 7 - - - - - 404 - 5595 =
1. Debt securities 4803 - - 100 - - 31 - - .. - .o Bl ==

2. Equities B - - =X X X X X X X X X =

3. CICR T S SR SN SE SR SEN GRS SR SE . ==

4. Finandng R S S <. .- 2138 - 405 =

S. tpaired assets - - - - I - - - - - b - [ =

8. Derivative instruments - - XX X X o X XX X X ox X ox o x ox - =
Total as at 311122006 483 - - w0 - -3 . - .7 . ... LR . 6595 X

A = {ully recorded fmancial assets sold ook value}
8 = pantially recorded financial assets sokd ook value}
€ = partially recorded tinandial assets sold (foll value)
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C.2.2 Financial liabilities corresponding to financial assets sold and not cancelled

{E€/mil)
LabilinewAssets portfolio Fnanoal assets Finaniad assets Available-tor-sale Financaal ssets Loans to toans 1o Total :
held for trading designated financial assels hedd to rnatunty banks wWslomers
23 at fair value
1. Due to customers 2,258 221 374 597 1 . 3,451
a) comesponding 1o fully recorded assets 2,258 221 374 597 1 - 3,451
b} comesponding to partially recorded assets - - - - -
2, Due to banks 2,924 - 5 - 53 - 2,982
a) comesponding fo fully recorded assets 2,924 - 5 - 53 - 2,982
b} corresponding to partially recorded assets - - . -
Total as at 31/122006 5,182 221 379 597 54 - 6,433

D. MODELS FOR MEASURING CREDIT RISK

Synthetic risk indicators show a substantial level of stability in portfolio quality over the last 12 months {with measurement made on
a homogeneous basis so as to take into account the introduction of new Loss Given Default and Exposure parameters foliowing the
estimates made in January 2006 as pant of the Basel 2 Project, and the transfer of all structured finance operations from SANPAC-
LO IMI to Banca IMI). More specifically, the estimated year-end loss in foans to customers represented just 0.34% of all leans, down
one basis point on the 31 December 2005 figure. Economic capital totaled 3.8% of all loans, up 0.2% on the end-2005 figure. The
conflicting performance of the two indicators can be put down to the rating upgrade of the SANPACLO IMI Group by Standard and
Poor's, which took the confidence level up from 99.95% to 99.96% (the confidence level is measured as the complement of the
default probability implicit in the assigned rating).

1.2 MARKET RISKS

The information provided in this section on market risks refers, as specified earlier, exclusively to 2006, given that the merger with
Banca Intesa came into full effect as of 1 January 2007.

In the SANPAOLC IMI Group, the main body responsible for the management and control of market risks was the Board of Directors
of the Parent Bank, which defined the guidelines and strategic issues concerning market risks, allocated capital on the basis of the
expected risk/return profile and approved the risk limits for the Parent Bank and the guidelines for the subsidiaries.

The Group Financial and Market Risk Committee ("CRFMG™) was responsible for defining risk measurement criteria and method-
ologies, the risk fimit framework and verifying the risk profile of the Parent Bank and the subsidiaries. The CRFMG consisted of the
General Manager, the heads of the units responsible for risk-assumption, and the Risk Management Department.

The Parent Bank’s Finance Department, which included the Treasury Department, carried out the treasury activities and the financial
risk management of the national non-trading networks centrally. Trading activities within the Group were mainiy carried out by the
Group’s investment bank, Banca IMI.

The Group's finandial risk profile and the appropriate action undertaken to amend it were examined, at least monthly, by the CRFMG.
The Parent Bank’s Risk Management was responsible for developing risk monitoring methodologies and proposals regarding the sys-
tem of risk limits for the Bank and the Group, as well as measuring risks for the main group non-trading subsidiaries (Sanpaclo Banco

di Napoli, Sanpaolo Banca dell'Adriatico, Cassa di Risparmic in Bologna, Cassa di Risparmio di Padova e Rovigo, Cassa di Risparmic
di Venezia e Friulcassa), on the basis of a specific outsourcing contract).

1.2.1 Interest-rate risk — regulatory trading portfolios

QUALITATIVE INFORMATION
A. General aspects
This section provides an overview of the guidelines in place and the activities performed in managing the exposure of the Group's

trading portfolios to interest-rate risk. More specifically, interest-rate risk is the potentialiy negative effect that fluctuations in inter-
est rates can have on the value of assets and liahilities, and en cash flow in relation to interest income.
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The Group’s trading portfolic was essentially concentrated in Banca IMI and its subsidiaries, where proprietary trading was carried
out by both vanilla and complex praducts (mainly bonds and equities, foreign exchange and derivative contracts), either negotiat-
ed over-the-counter (OTC) or on organized markets. Traditionally, interest-rate risk management focused on avoiding risk-taking
activities and seeking market opportunities for arbitrage given the different liquidity levels of interest rate instruments, as well as
adopting relative value management strategies.

The Parent Bank did not carry out trading activities strictly: some of its financial assets classified under the accounting framework
as held for trading were held with a view to complementing the non-trading portfolio, as they are held for liquidity purposes as a
part of the Group's treasury portiofio. The dealing of derivatives, mostly refated to brokerage transactions, also included transac-
tions offsetting the risk arising from the securities portfolio and the proprietary positions taken for hedging short-term items in the
nen-trading portfolio. Therefore, interest rate risk assumed by the Parent Bank and the network banks were residual and could be
assigned to the market risk of the nan-trading portfolio.

B. Management procedures and methods of measuring interest-rate risk

In 2006, the Board of Directors of Banca IMi approved the adoption of a new approach to measuring financial risks based on his-

torical VaR, and a new system of operating mandates defined in terms of VaR and accumulated weekly losses {AWL), with a view

te improving the management of risks of a financial nature.

* VaR is defined as the maximum loss that the Bank is willing to sustain in the event of adverse market movements, calculated on
the basis of daily changes in reference parameters measured over the last twelve months;

* AWL is defined as the sum of negative outcomes on closed transactions and those {atent in open transactions, measured at mar-
ket value, over the last five working days.

Banca IM! also decided to introduce the daily analysis of changes in P&L in stress scenario cases, that is, when market conditions
are such that the parameters which contribute to forming the price of a specific financial product shift drastically. Parameters are
set for each specific stress scenario, and identify the disturbances which affect the main risk factor characterizing each financial
product.

Alongside VaR and AWL limits, a system af "internal” limits was also introduced to ensure tighter controls on various types of risk.

Backtesting, whereby effective trading cutcomes are compared to measured risk estimates, is of particular importance in verifying
the soundness and adegquacy of the VaR measurement system. P&L is measured on a daily basis, with results filtered of all elements
that cannot be directly attributed to the market. The filtered result is then compared to the loss estimated by the model, so as to
assess the forecasting capacity of the model itself. Finally, the Bank’s trading activities are analyzed on a daily basis, so as to iden-
tify P&L movements in each management portfolio.

In 2006, the total historical one-day VaR of trading activities plus one, ¢arried out by Banca IM! and its subsidiaries, averaged 2.3

million euro, fluctuating between a minimum of 0.8 million euro and 2 maximum of 3.9 million euro. At the end of December, the
VaR stood at 2.7 miliion euro, in line with the average value for the year.

Backiesting showed the prudent nature of the internal measurement techniques used. Indeed, in 2006, the actual daily losses effec-
tively never exceeded the risk measures expressed in terms of ex-ante daily VaR.

Banca IMI does not use internal models to calculate capital requirements to cover market risks.

QUANTITATIVE INFORMATION
2. Regulatory trading portfolio: internal models and other methods of sensitivity analysis

The table below provides a sensitivity analysis of the regulatory trading portfolio to interest-rate risk, measuring the impact on
Operating income of a parallel shock in the interest rate curve of +/- 100 basis points.

Impact on Operating Income
Parallel shock in the interest rate curve -100 bps +100 bps
Impact on Operating Income (€/mil) +6.4 -4.3

The impact illustrated above would also have an effect on the year-end profit/loss net of tax.

In 2008, histarical one-day VaR for interest rate risk of trading activities carried out by Banca IM} and its subsidiaries averaged 2.3
million eurc, fluctuating between a minimum of 0.8 million eure and a maximum of 3.9 million euro, due to interest-rate risk alone.
At the end of December, the VaR stood at 1.9 million euro.
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1.2.2 Interast-rate risk ~ non-trading portfolio
QUALITATIVE INFORMATION
A. General aspects, management procedures and methods of measuring interest rate risk

Interest rate risk of non-trading portfolics arises primarily In the Parent Bank and in the main subsidiaries that carry out retait and
corporate banking. Interest rate risk was managed by the Parent Bank in order to maximize profitability, consistently with the stabil-
ity of P&L results over a long-term basis. For this purpose, position-taking consistently reflected the strategic views set by the CRFMG.
Risk exposures were primarily managed both by monitoring the mix of financial assets and liabilities deriving from retail activities and
by liquidity management, primarily through the use of hedging derivatives. Short-term risk exposures (less than 18 months) were also
managed by cash instruments (interbank deposits}, with direct access to the interbank market. Other cash instrurments {mainly bonds})
were employed on a less frequent basis to manage long term risk exposures {greater than 18 months). Differently from the Parent
Bank, the group's network banks, with the aid of the Parent Bank’s Treasury Department, pursued a substantially complete hedging
against interest rate risk, in order to keep the individual risk profile within very narrow limits: for this purpose, cash and derivative
deals were traded with SANPACLO IMI or, as in the case of long-term derivatives, with Banca 1ML

The foliowing methods were used to measure market risks of Group non-trading portfolios:
* Value at Risk (VaR);
« Sensitivity analysis.

The Value at Risk statistical modef produces an estimate of the maximum potential loss in the portfolio’s market value that could be
recorded over a ten day holding period with a statistical confidence interval of 99%, on the basis of volatility and past correlations
{in the last 250 working days) of the single risk factors. For each currency, these factors comprise the short- and long-term interest
rates, exchange rates and share prices. The VaR was used, other than for the daily monitoring of risk arising from equity investments,
also to consolidate the market risk exposure of the various Group companies, thereby taking inte account diversification benefits.
Value at Risk models have certain limitations; as they are based on statiscal assumptions of the normal yieid curve and observation
of historical data, they may fail to predict the future. VaR resuits cannot guarantee that possible future losses will not exceed the sta-
tistical estimate.

As a result, to manage and measure the financial risks of the non-trading portiolio, the SANPACLO iIM! Group also relied on other
tools, such as Shift Sensitivity Analysis.

Shift sensitivity analysis quantifies the change in value of a portfolio resulting from adverse movements in the risk factors. As regards
interest rate risk, adverse movement is defined as a paraliel and uniform shift of 100 basis points of the interest rate curve. The meas-
urements include the risk originated by customer sight loans and deposits, whose features of stability and partial and delayed reac-
tions to interest rate fiuctuations have been studied by analyzing a large collection of historical data, obtaining a maturity represen-
tation model through equivalent deposits. For sight loans, the average duration is very short (approximately 1 month), whereas the
estimated average duration for sight deposits is greater (approximately 12 months), depending on their stability features.

The net interest income sensitivity is also measured, which guantifies the impact on net interest income of a parallel and instanta-
neous shock in the interest rate curve of +100 basis points, over a timescale of twelve months. This measure shows the effect of the
changes in interest rates on the portfolio being measured, excluding assumptions regarding future changes in the mix of assets and
liabilities and therefore cannot be considered a predictor of future levels of net interest income.

B. Fair value hedging

The fair value hedging is aimed at protacting deposits and loans from variations in the fair value due to movements in market inter-
est rates, The types of derivatives primarily used are plain vanilla interest rate swaps (JRS), overnight index swaps {OIS), cross curren-
¢y swaps (CCS) and options on interest rates entered into by the Parent Bank with third parties, if short term. Otherwise, derivatives
are negotiated mainly with Banca IMI, which, in turn, replicates the same transactions on the market so that the hedging transac-
tions meet the specified criteria to be considered IFRS compliant at the level of the consolidated financial statements, The hedged
assets and liabilities, specifically identified {micro-hedging), are mainly bonds issued or acquired by the bank and loans to customers.
Macro-hedging was carried out only on stable sight deposits through interest rate swaps and overnight index swaps.

C. Cash flow hedging

Cash flow hedging aims at shielding cash flow, relating to asset and liability positions subject to floating interest rates, from move-
ments in the market interest rate curve.

As a whole, such hedging strategies are fairly contained when compared to outstanding derivative positions.
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QUANTITATIVE INFORMATION
2. Non-trading portfolio: internal models and other methods of sensitivity analysis

The table below pravides a sensitivity analysis of the non-trading portfolio to interest-rate risk, measuring the Impact on Net Interest
Income of a parallel shock in the interest rate curve of +/- 100 basis points.

Impact on Net Interest income

Parallel shock in the interest rate curve -100 bps +100 bps

Impact on Net Interest Income (€/mil) -55.1 +61.6

The impaci illustrated above would also have an effect on the year-end profit/loss net of tax.

In 20086, the interest rate risk generated by the Group’s non-trading portfolios, measured through sensitivity analysis, showed an average
value of around 16 million euro, compared with 12 million euro in the previous year, reaching 49 million euro at the end of the year.

in 2006, the Value at Risk fluctuated around an average value of 60 million euro {(compared with 33 million in 2005}, with a minimum
value of 49 million euro and a maximum of 75 miflion euro.

1.2.3 Price risk - regulatory trading portfolios

QUALITATIVE INFORMATION
A. General aspecis

Limited essentially to Banca IMI and its subsidiaries, trading portfolios are exposed to price risk mainly due to proprietary trading in equi-
ty instruments (either directly or through simple or complex derivative contracts).

B. Management procedures and methods of measuring price risk

For further information on the measurement and monitoring of price risk in the management of trading portfclios, see the paragraph
above entitled "Management processes and methods of measuring interest-rate risk” for trading portfolios.

QUANTITATIVE INFORMATION

1. Regulatory trading pontfolio: on-balance sheet foans in equities and O..C.R. quotas.

(&mif
Type of loansValue Book value
Listed Unlisted
A. Equities 273 13
A1 Shares 259 1
A.2 Innovative equity securities - -
A.3 Other equities 14 2
B. O..CR. 3,865 B48
B.1 Hhalian 33 27
- harmonized open-end - -
- non-harmonized open-end - -
- closed-end 33 -
- reserved - -
- speculative - 27
B.2 From other EU countries 3,828 821
- harmanized 3,828 819
- non-harmonized open-end - 2
- nen-harmonized closed-end - -
B.3 From nan-EU countries 4 -
- open-end 2 -
- closed-end 2 -

Total 4,138 861
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3. Regulatory trading portfolio: internal modefs and other methods of sensitivity analysis

Below is a sensitivity analysis of the trading portfolio to changes in prices, measuring the impact of a price shock of +/- 10%.

Impact on Cperating Income
Price shock -10% +10%
Impact on QOperating Income (€/mil} -13.7 -3.3

The impact illustrated above would also have an effect on the year-end profit/loss net of tax,

In 2006, price risk inherent to trading activities carried out by Banca IMI and its subsidiaries was measured and managed through a
system of operating mandates for market risk management. Price risk was measured and quantitatively identified within the broad-
er concept of market risk, so as to enable management in terms of accumulated weekiy losses {(AWL), VaR and factor sensitivity lim-
its, and stress testing,

Historical one-day VaR averaged around 2.1 million euro in 2008, fluctuating between a minimum of 0.7 million euro and a maxi-
mum of 3.7 million euro, due to price risk alone. At the end of December, VaR stood at 1.4 millien euro.

1.2.4 Price risk - non-trading portfolio

QUALITATIVE INFGRMATION
A. General aspects, management processes and methods of measuring price rate risk

Price risk is measured via the VaR method (using a confidence interval of 99% over a 10 day holding periad). Price risk generated by
the equity investments portfolio refers almost exclusively to shareholdings classified as “ Available-for-sale financial assets”.

This non-trading portfolio includes market risk exposures arising from equity sharehaldings held by the Parent Bank. FIN.OPI, IMI
Investimenti, Sanpaclo IMI Internazionale and Sanpaclo IM! International in listed companies not fully consolidated or accounted for
under the equity method.

B. Price risk hedging

Hedging activities to cover price risk were not performed during the year for the non-trading portfolio.

QUANTITATIVE INFORMATION

The table below provides a sensitivity analysis of the non-trading portfolio to price risk, measuring the impact on Shareholders’ Equity
of a price shock of £10% for “Available-for-sale financial assets”.

Impact on Shareholders’ Equity
Price shock -10% +10%
Impact on Shareholders' Equity (€/mil) -283.4 +283.4
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1. Non-trading portfolio: on-balance sheet loans in equities and O.1L.CR.

{€/mif)
Type of loarsNalye Book value
tisted Unbsted
A. Equities 2,874 1,039
A.1 Shares 2,874 1,026
A2 Innovative equity securities - -
A.3 Other equities - 13
B. QLCR. 172 62
B.1 Ihalian 53
- harmonized open-end -
- non-harmonized open-end -
- closed-end 32
- resarved
- speculative 21
8.2 From other EU countries 172
- harmonized 50
- non-harmonized open-end 122 -
- non-harmonized closed-end - 7
8.3 From non-EU countries - -
- oper-end - -
- closed-end - -
Total 3,046 1,101

2. Non-trading portfolio: internal models and other methods of sensitivity analysis

Value at risk due to the price risk inherent in the equity investments portfolio in 2006 averaged 140 million euro, fluctuating between a
minimum of 112 million eurc and the maximum of 200 million euro recorded at the end of 2006. The rise in VaR when compared to end-
2005 levels can be attributed to the joint effects of growth in the value of the portfolio, and the growth in average portfolio volatility (up

from 13% at end-2005 to 15% at end-20086).

VaR - Listed equity investments portfolio

(€imi)
2006 2005
Average 139.5 109.0
Minimum 111.6 94.2
Maximum 199.56 127.2
21 Decernber 199.6 127.2

1.2.5 Exchange rate risk
QUALITATIVE INFORMATION
A, General aspects, management processes and methods of measuring exchange rate risk

The key sources of exchange rate risk lie in:

* foreign currency loans and deposits held by corporate and retail customers;

* purchases of securities, shares and other financial instruments in foreign currencies;

¢ trading of foreign banknotes;

*» collection and payment of interest, commissions, dividends, administrative costs, etc. in foreign currencies.

Foreign-exchange risk spat and forward transactions were carried out by Parent Bank's Treasury Department with the task of ensuring uni-
form pricing standards throughout the Bank and the Group and optimizing the risk profile originated by the brokerage activity of foreign
currencies traded by customers.

The main types of financial instruments traded induded: spot and forward transactions in foreign currencies, forex swaps, domestic cur-
rency swaps, and exchange options.
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Risk Management checked overall positions at least once a day so that they did not exceed notional limits set on foreign currendes.

B. Exchange rate risk hedging

Hedging activities to cover exchange rate risk inherent 1o operating positions in the non-trading portfolio involved the substantial bal-

ancing of positions at Group level.

As concerns equity sharehaldings in Group companies held in foreign currencies, risk hedging policies were assessed for each position by
the Group Financial and Market Risk Committee, taking into due consideration the advantages and disadvantages of hedging activities.

QUANTITATIVE INFORMATION

1. Break-down of assets, habilities and derivatives by currency of denomination

(E&4mi)

Capliom Cumancy
US dollars Yen Pound Hong Kong Australian Otljer
sterling dollar dolffar curmencKs
A. Financial assets 14,015 1,138 1,936 157 68 4,925
A.1 Debt securities 2,638 117 125 63 21 755
A.2 Equities 23 1 1 - - 124
A.3 Financing to banks 4,852 406 1,130 21 25 2,470
A.4 Financing to customers 6,181 592 661 54 15 1,841
A.5 Other financial assets 321 22 19 19 7 35
Other assets 238 3 13 1 - 21
Financial liabiiities 23,224 1,055 3,129 155 62 5,074
C.1 Due to banks 10,561 439 2,419 96 32 1,208
C.2 Due to custamers 5,401 417 280 42 25 3,509
C.3 Debt securities 6,825 167 380 - 320
C.4 Cther financial liabilities 437 32 50 17 5 37
D. Financial derivatives 264,695 24,188 18,901 17,036 5,589 14,534
- Options 51,938 9,345 5,876 6.142 2,038 5,164
+ Long positions 11,179 1,628 781 624 216 1,269
+ Short positions 80,759 7,717 5,195 5.518 1,822 3,835
- Other 172,757 14,843 12,925 10,894 3,551 9,430
+ Long posttions 125,774 10,473 ©,287 7.906 2,679 6,178
+ Short positions 45,983 4,370 3,638 2,988 972 3,252
Total assets 151,206 13,242 12,007 8,688 2,863 12,393
Total liabilities 150,966 13,142 11,962 8,661 2,856 12,161
Imbalance {+/-) 240 100 55 27 7 232

2. Internal modefs and other methods of sensitivity analysis

Exchange rate risk inherent to treasury activities in 2006 proved to be extremely low. VaR due to exchange rate risk remained below the

one million euro mark throughout the year.
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1.2.6 Financial derivative instruments

A, Financial derivatives

A.1 Regulatory trading portfolio: end-of-period and average notional values

&/mil)
Type of transactionfUndertying instrurnent Dett sequrities and Equities arnd Exchange rates Other Totat as at Tolal o5 .:t
interest rates equity itndices and gold instruments 317122006 311272005
tnled Unisted tsted Urdted sed Unfisied Lsted Uniistei] bisted Unlisted \Kted Unigied
1. Forward raie agreement 29,655 - 29655 92,056
2. Inierest rate swap 718226 718226 839,135
3. Domestic cutrency swap 44 44 - 15
4, Currency interest rate swep - - 1,587 - 1,587 830
5. Basls swap 24,162 - - - 62 18,259
6. Equity index swap - - - - - -
7. Real index swap - - . - -
8. Futures 68,680 118 237 69,035 98,337
8. Capoptians 84,950 84,950
- Purchased 34442 - 3442
- fssued 50,508 - - 50,508
10. Floor options 55,180 - - 55,180
- Purchased 23818 - - 23818 -
- ssued - 31362 - - - 31,362
11. Other options 14023 33504 27.060 7824 16,510 . 386 41083 53204 24406 153545
- Purchased 5413 18520 10828 3,741 8,236 184 16,241 34,681 9902 61998
- Plain vanilz 5413 18514 1064 2,096 118 182 16037 1851 9744 51293
- Exofic B 204 1,645 517 2 204 2,170 158 4,705
- Issued 8610 14984 16232 4,083 - 8274 . 182 24842 27523 14504 9154
- Plam vanilta BA10 14983 12569 1,812 - 1,789 182 21,179 24766 14464 82047
- Exatic i 3,663 2. 485 3,663 2,757 40 2,800
12. Forward agreements 3,692 1,737 01 33 - 29529 - 4293 31299 22,181
- Purchases 1,890 554 225 2 18,593 - 2115 19,148 14,846
- Sles 1,802 1,183 376 3t 6,704 - 2178 7918 453
- Currency againsi ¢urrency - - 4,232 - 4232 2,79%
13. Other derivative caniracts 288 - 205 114 - 807 2 1,164
Total 86,395 847702 27779 71,857 231 1815 480 114411 1003914 122745 1,127,185
Average values 98,028 1,007,064 20284 1,247 43,264 386 118,312 1,057,961 = =
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A.2 Non-trading portfolio: end-of-period and average notional values

A.Z.1 Hedging instrumants

(Emil}
Type of transactionUndedying instrument  Debt seaurities and Equities and Exchatge rates Oiher Total as at Total as al
interest rates expuity indices arkd gokd instrigrens 3 N22006 314122005
Lsted Unfisted Usted Unlsied Lsied  Unfisted Usied  Unlisied Lited Unlisted Lisied Unlsted
1. Forward rate agreement - - - - - 100
2. Interest rate swap 45,067 - 46,067 10,25
3, Domestic currency swap - - 2 - m
4. Curengy interest rate swap - - 2,480
5 Bassswap - 288 - 288 - 404
6. Eouity index swap - -
7. Regdindex swap - - - .
8. Fuures - - 5 5 3
9. Cap options - 138 - 138
- Purchased - 19 - 19
- bsued - 119 . - - 19 -
10. fioor options - 112 - 12
- Purchased - 12 - - 112
- ksued . R . -
1. Other oplions - - - - 155
- Purchased - - 75
- Plain vanilla - - 5
- Exotic - - - -
- sued - - - 80
- Plain vanilla . - - - 80
- Bxotic - . - - -
12. Forward agreements - - - 2 - 2 43
- Purchases - - - -
- Sales - - - 2 2 43
- Curendy aganst qurrency - - - - -
13. Other derivative contracls - - - . -
Total - 46,608 5 13 47,333 3 1348
Average values - 30,750 - - 1,027 nmn = =
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A.2.2 Other derjvatives

(£/mif)
Type of transaction/Underlying instrurnent  Detdt secunties and Equitaes and Exchange rates Cther Total & at Total &5 at
interest rutes, equity indices and gold instrutments 311272006 3171272005
Lled  Unisted teted  Unlsted Lxted Unksted UGsed  Unfsted Lsted  Urlsted lgted  Unlsiad
1. Forward ;ate agreement 60 - - &0
2. Intarest rale swap 1,938 - - - - 1,938 - 34
3. Domessc Currency swap - . -
4. Curency interest reze swap -
5. Basis swap 2 - 22 -
6. Equity index swap - - -
7. Realindex swap - -
8. Fures - -
9, {apoentions - 10 - - - - 100 -
- Purchased 50 - - - 50
- Issued 50 - 50
10. Foor options - -
- Purchased -
- Issued - - - - -
1. Other aptions 247 12 3,650 625 3 12 4525 4,500 4076
+ Purchased 247 12 1175 - 12 1,422 1,576
- Plain venilla 247 - 410 - n? 672
- Botic 12 705 - - 12 705 904
- lssued 2,475 - 625 - 3 3,103 4,800 1,500
- Pigin vanilia - 547 625 - - . 1,172 127 956
- Extic - - 1,928 3 1,931 4773 1,544
12, Forward agresnents 419 - 419 -
- Purchases - 368 - - - 368 -
- Sa'es 51 - - 51 -
- Currendy against currerdy
13, Other derivative contracts . - . .
Total 2,367 12 3,650 - 1,044 - 3 12 1,064 4,500 4110
Avarage values 642 6 5,855 32 - H [ 6,810 == =

239




240 | Consolidated Finandial Statements - Part £ - Information on risks and risk hedging policies - Section 1

A.3 Financial derivatives: purchase and sale of underlying instruments

E/mil)
Type of transactiorAtnderying instrurnent  Debit seaurities and Equities and Exchange rates Other Total as a1 Total a3 at
Ners rates equity indices and gald nstruments 31/£1 272006 31122005
Usted  Unisted Lled  Unisted Usted  Unlisted Lsted  Unlsted Lsted  Urtisted Usied  Unisted
A REGULATORY TRADING PORTFOLIO: B6,3% 923540 27,179 7857 237 41875 480 NM4412 979,752 122,745 1,106,905
1. Trarsactions with underking ascet exchange 19,194 1,742 2837 2,114 231 41658 22268 51514 1359 61,54
- Purchases 9,994 558 1,336 1,010 6% 24505 11,399 26,074 6,654  28%7
- Sales 9,200 1,183 1,501 1,104 % 1360 10779 15,958 6714 19,069
- Cutrency agains: currerky - - % 4482 - 90 9,482 31 13488
2. Transachions wibout tadkring assel exchange 67,202 921,798 24,942 5,743 27 80 92,044 9218238 109,146 1,047,381
- Purchases BN6 45712 13,183 4,408 57 N 46839 461,798 54,724 551,653
- Sdles 33486 464,686 11.B19 1,335 30 - 259 45305 466310 54422 495,585
- Currency against qurrency - - 130 - 130 43
B. BANKING PORTFOLIO: - 48662 12 3,296 1,767 3 12 53728
B.1 Hedging instruments 46,317 5 723 47,045 3 13014
1. Transaxctions with undetbing asset exchange - - - 723 123 2,504
- Purchases - - 5% - 595 2,336
- Sales - - - 127 127 168
- Currency agalnst currendy - - - -
2. Trarsactons without undtying asset enchangs - 417 - g 46,322 3 10510
- Purchases - 41,648 5 - 41,653 3 6,663
- Sales 4,669 - - 4,668 - 3,847
- Currenity against currency - - -
8.2 Other derivatives - 2,345 12 329 1,044 3 12 6,683 4,900 4110
1. Trarsactions with undailying asset axchange - 12 987 625 12 1,612 - 1,523
- Purchases - N 305 625 1 93¢ - 299
- Sales - - 1 682 - 1 682 124
- Currancy against currency - - -
2. Trarsactions witheet underling asset exthangs - 235 2,304 419 3 5,071 4800 2,587
- Purchases - 1,734 842 - 368 2,944 209 988
- Sales - 611 1,462 - 5! 3 21 4,691 1,598

- Currency against currency
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A4 Financial derivatives: over the counter: positive fair value - counterparty risk

(E/mil}

CaunterpartyUnderlying instrumeent Debt securities and Eequities gnd Exchange rates Qther Different underlying
inderest rales equity indices and aokt instrurments, insirugents
Gross Gress Funre Grags Gross Futwe Grag Gros Future Gros Geots Future Settled Futare
uetiled serted  opome omsettled wied  eqowre  unsetded seited  epowre  unsllied setfed  exposme qose
A, Reguatory trading partfolio:
A Goveryments and centsal banks 4 - - - - 4
A2 Public entities 420 - 75 - 1 1 - - -
43 Banks 10 460 2 57 515 4 k] 132 17 59 3 17 108
A4 Finandal corpanies 9 139 i 17 225 3 17 24 12 1 7 235 166
A5 Insurance corpanies 2 - - 56 13 - -
A6 Nor-finandal compan-es 186 - %R 13 1 b - 3% 6 7
A7 Other entnies 1 - 1 4 - 12 5 - - -
Total as at 31122006 731 4588 207 207 840 21 168 154 4 66 2 9 1263 1340
TJatal as at 311222005 425 5816 154 43 555 i 234 451 151 24 17 5 921 1277
8. Banking portfolio:
B.1 Governments and central anks -
B.2 Public enties - - - - -
B.3 Barks 34 201 13 170 M 10 4 1 4
B.4 Financial companies 1 k> - - - 36 2
B.S kmsurance companies - - - - N -
B.6 Mor-finandal companies 2 . 1 12 - 6 - - - - -
8.7 Other entities 1 - 1 - 8 - - - -
Total as at 3111202006 38 25 15 12 170 4 10 4 - - 47 6
Total as at 311202005 81 345 7 156 3% 5 140 24
A.5 Financial derivatives: over the counter: negative fair valwe - financiat risk )
(€/mi
Countempany/Underlying instrisnent Debt securities and Equities and Exchange rates Othey Ditferent underlying

interest rates equity indices and gokl instrurnenits instruments
Gm Gress Frawe Gross Grom. Fulge €25 Geers, Figyre Grost firos Futae Seted Futwe
uettled swited  ememse  umselthed sefted  egposere umetthe) seiled  exposre  mseitied il exposre expoRy?
A, Regulatory trading portfolio:
AV Govemments and central danks 12 . - -
A2 Public entites 47 - 4 32 12 . -
A3 Banks 00 4743 12 2 181 4 46 281 3 13 1% 6 750 1,008
A4 Finandal companies 159 144 20 - B 4 2 14 3 - 38 867
A5 Insurance companies 2 16 - i7 - - 13 - 8
A% Non-finanaa! companies 100 - 45 3 k)l 1 1 - 1
A7 Otherenifies 2 - 1 1 1 - -
Total as at 3111202006 §22 4887 92 51 218 25 136 301 57 27 19 15 7% 1875
Total as at 31122005 736 6,081 182 39 162 4 160 7 63 4 64 15 654 n
B. Banking portiofio; - - - - - - -
B.1 Governiments and central barks - - - - - - -
B.2 Public ent ties - - .
B.3 Barks [ 158 4 7 1 15 103 - 163 24
B.4 Fnancial cornpanies 2 2 1 -
BS Insurance companiies - - - -
B6 MNonnancel comparies 1 - -
B.7 Other entities 6 2 19 -
Tazal as at 33/12/2006 1y 161 12 195 1 15 103 - 163 24
Total as at 311272005 88 123 18 182 - 3 433 ] . 424 36
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A.B Residual maturity of over the counter financial derivatives: notional values

(€/mil}
Underlying instrurnen tvResictual maaturity Up 1o 1 year Between 1 Beyond 5 years Total
and S years
A. Regulatory trading portfolio
A1 Finandial derivatives on debt securities and interest rates 304,436 368,899 278,061 951,396
A.2 Financial derivatives on equities and equity indices 3,795 4,216 447 8,458
A.3 Finandal derivatives on exchange rates and gold 43,608 3,289 978 47,875
A4 Financial derivatives on other instruments 108 371 - 479
B. Banking portfolic
8.1 Financial derivatives on debt securities and interest rates 40,164 6,357 2,451 48,972
B.2 Finandial derivatives on equities and equity indices 963 2,690 2 3,655
B.3 financial derivatives on exchangs rates and gold 812 955 - 1,767
B.4 Financial derivatives on other instruments - 3 - 3
Total as at 31/12/2006 393,886 386,780 281,939 1,062,605
Total as at 31/12/2005 597,120 354,593 193,000 1,144,713
B. Credit Derivatives
B.1 Credit derivatives: end-of-period and average notional values i
(€/m
Caleronies of operations Rexqulitory trading portfolio Qther transaclions
single subject hasket single subject basket
Notional value Notional vihs Noticnal value Notional value
1. Hedging purchases
1.1 With underlying asset exchange 3,409 1,489 109 11
- credit default swap 3,397 1,479 109 11
- aredit linked note 12 10 - -
1.2 Without underlying asset exchange - - - -
- aredit default swap - - - .
Total as at 31/12/2006 3,409 1,489 109 11
Total as at 31/12/2005 1,644 2,207 67 .
Average values 2,511 740 30 -
2. Hedging sales
2.1 With underlying asset exchange 2,317 1,207 - .
- credit default swap 2,317 1,207 - -
2.2 Without underlying asset exchange 70 6 - -
- credit default swap 70 - - -
- edit linked note - 6 - -
Total as at 31/12/2006 2,447 1,213 - -
Total as at 31/12/2005 1,625 266 - -
Average values 2,024 598 - -
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B.2 Credit derivatives: positive fair value - counterparty risk

(Eimil)

Type of transaction/Values

Notional value

Positive fair vahie

Futlure exposure

A, REGULATORY TRADING PORTFOLIO

3,669

54

a4

A1 Hedging purchases with counterparties:

210

10

5

1. Governments and central banks

. Other public entities

7

10

Banks

179

Financial companies

24

Non-financial companies

A.2 Hedging sales with counterparties:

1. Governments and central banks

Other public entities

Banks

Financial companies

Insurance companies

2

3.

4,

5. Insurance companies
6.

7. Cther entities
2.

3.

4

5

6.

Non-financial companies

7. Other entities

B. NON-TRADING PORTFOUO

109

8.1 Hedging purchases with counterparties:

109

1. Governments and central banks

. Other public entities

. Banks

49

. Financial companies

60

. Insurance companies

. Non-financial companies

~ oo (b [w g

. Other entities

B.2 Hedging sales with counterparties:

. Governments and central banks

. Other public entities

, Banks

. Financiat companies

. Insurance companies

Ch Ul | s | e

. Non-finandal companies

7. Other entities

Total as at 31/12/2006

3,778

54

Total as at 31/12/2005

2,951

24
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B.3 Credit derivatives: negative fair value - financial risk

{€/mil}
Type ol transaction/Values Notional value Negative {air value
REGULATORY TRADING PORTFOLIO
1. Hedging purchases with counterparties:
1.1 governments and central banks - -
1.2 public entities - -
1.3 banks 3,480 (25)
1.4 financial companies 1,208 (20
1.5 insurance companies - -
1.6 non-financial companies - -
1.7 others - -
Total as at 31/12/2006 4,688 (45}
Total as at 31/12/2005 2,502 (11}
B.4 Residual maturity of credit derivative contracts: notional values "
(E/m.
Underying instrumenis/Resid ual maturity Up to 1 year Between 1 Beyond 5 years Tenal
and 5 years
A Regulatory trading portfolio 986 5414 2,158 8,558
A1 Credit derivatives with "qualified reference obligation” 940 5,101 2,151 8,182
A.2 Credit derivatives with “ungualified reference obligation® 46 313 7 366
B Non-trading portfolic - 49 rAl 120
B.1 Credit derivatives with “gualified reference obligation® - - 1 1"
B.2 Credit derivatives with "unqualified reference obligation* - 49 60 109
Total as at 31/12/2006 9286 5,463 2,229 8,678
Total as at 31/12/2005 493 3,799 1.517 1,517

1.3 Liquidity risks

QUALITATIVE INFORMATION
A, General aspects, management processes and methods of measuring liguidity risk

The metric used for liquidity risk management is based on a cash-flow analysis through the calculation of mismatches between inflows
and outilows, grouped in different maturity buckets according to their contractual or expected residual maturities. A centralized approach
was adopted for managing liquidity risk of the Parent Bank and the banking networks, The Parent Bank's finance Department, together
with the Dublin subsidiary, as single points of direct access to the markets, raise funds against the assets originated from the retail and
corporate activity at the branch Jevel. In this framework, liquidity management is overseen by the Parent Bank’s Finance Department, in
line with the Group's Policy. which defines, at a consalidated level, a liquidity target ratio for the short term {0 —1 month period) and
attention thresholds on subsequent time bands, the triggering of which activates a contingency plan. A minimum treasury securities port-
folio, comprising promptly liquid assets, was held to cover very short-term liquidity risk. The consolidated liquidity position also includes
obligations deriving from the liquidity requirements identified by other main Group Subsidiaries that use the Parent Bank’s Treasury
Depariment as a single paint of access 1o the markets.

The Risk Management Department periodically menitered liquidity gaps and ratio observance; reporting was periodically presented and
discussed at the CRFMG,
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QUANTITATIVE INFORMATION

1. Break-down of financial assets and liabilities by residual contractual maturity - Currency of denomination: euro

(Ermil)

CaptonMime inlerval St Betwesn  Between  Benween  Between  Bewwemn  Betwen  Between Beytrd
TendT  7and 15 15days ond 1and3 Zadé  Emonits jand§ 5 yeans
deys days 1 month months months  and | year years "
On-balance sheet assets 30,966 5,771 5,344 9,849 15816 8,882 10,276 52,088 54,388
A1 Government securities 234 1 1 18 190 1,067 1,666 4,642 3,032
A2 Listed debt securities 32 19 1" 76 134 257 2,286 4,271
A.3 Other debt securities 21 8 9 7 15 45 286 1,215 3,979
A4 0LCR. guotas 4,421 124 - - - - - N 263
A.5 Financing 26,310 5606 5,315 9,813 15535 7,636 8,067 43914 41743
- Banks 2,693 2,836 2,447 3,767 4,515 1,282 453 985 446
- Customers 23,617 2,770 2,868 6,046 11,020 4,354 7,614 42929 41,297
On-balance sheet liabilities 74,737 10,361 5,38% 7,768 13,173 5508 4,260 32,008 16,426
B.1 Deposits 54917 8701 2,239 2,255 3,584 510 545 270 1,685
- Banks 3,538 4617 1,205 1,382 2,576 202 159 244 1,315
- Customers 51,379 4,084 1,034 873 1,008 308 386 26 370
8.2 Debt securities 1,642 35 353 1,819 2,824 3007 3,010 28419 9,286
B.3 Other liabilities 18,178 1,625 2,789 3,694 6,665 1,991 705 3,319 5,455
Off-balance sheet transactions 27,975 4,781 1,135 6,466 7,092 4,287 2,074 2,686 5597
C.1 Financial derivatives with underlying asset exchange 19655 2846 1,112 5666 6,366 3876 1,788 1,394 174
- Long positions 10,779 1,102 348 1,547 1,764 927 791 287 165
- Short positions 8,876 1,744 764 4,119 4,602 2,049 957 1,107 9
€.2 Deposits and financing to be received 987 1,382 8 457 415 25 - -

- Long positions 987 596 2 52 - . -
- Short positions - 786 8 455 363 25 - - -
C.3 Irrevocable commitments to grant finance 7,333 553 15 343 311 385 286 1,292 5,423
- Long positions 7.323 6 15 343 43 280 286 1,292 5,423
- Short positions 10 547 - - 268 106 - R

{*) Inciucies non-performing transactions.
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1. Break-down of financial assets and liabilities by residual contractual maturity - Currency of denomination: US doflars

(Eimil}
Capon/Tane nizrval Sght  Betmcen  Between  Between  Between  Betweenn  Belween  Eatween 2eyord
tand7  TandiS 15desad  1ad2 3and€ Emonths  tandS S yeas
days das 1 month months months  and i year yEaTs 3
On-balance sheet assets 888 3,569 512 726 1,093 1,241 1,030 3415 1,631
A.1 Government securities - - 3 35 155 187 181 63
A.2 Usted debt securities - ] 3 1 11 7 28 165 197
A.3 Other debt securities } - 14 106 297 322 303 444 179
A.4 O..CR. quotas 81 - - - - - - 20
A5 Financing BO6 3,568 495 616 750 757 512 2,628 1,172
- Banks 583 1,915 352 488 390 568 225 422 113
- Customers 223 1,653 103 128 360 189 287 2,206 1,059
On-balance sheet liabilities 3,510 4,964 2,489 2,989 5561 2,986 602 276 188
8.1 Deposits 3,265 3,203 1814 1,951 3,102 1,044 470 125 73
- Banks 1,055 2,236 1,298 1,085 2,792 539 387 15 23
- Customers 2,210 967 516 896 210 105 83 110 50
B.2 Debt securities 12 1,758 660 1,019 2180 1,903 82 36 1
B.3 Other liabilities 233 3 15 19 27% 39 50 115 114
Off-balance sheet transactions 5,334 2,706 1,177 5,343 5412 2732 504 544 511
C.1 Financial derivatives with underlying asset exchange 3,999 2,645 1,033 65,312 5016 2,683 525 305 195
- Long positions 2,325 1,867 804 4,220 4,315 2,224 364 173 38
- Short positions 1,674 778 229 1,092 701 459 161 132 157
C.2 Deposits and financing to be received 271 51 144 21 34 24 - - -
- Long positions 269 - - 3 - - - -
- Short positions 2 51 144 18 34 24 - - -
C.3 Irrevocable commitments to grant finance 1,064 10 - 16 362 25 &9 239 3i6
- long positions 1,064 8 - 16 13 25 69 239 316
- Short positions - 2 - - 349 - - - -

(*} icludes non-perfonning transactions.




Consolidated Financial Statements - Part E - Information on risks and risk hedging policies - Section 1

1. Break-down of financial assets and liabilities by residual contractual maturity - Currency of denomination: Pound sterling

(eimd)
CaptonTime mgrval St Between  Between  Behween  Benween  Between  Sebween  Betwesd Beyond
1ad?  7and 15 Sdap ard lad? Zad€  Emonths iand§ 5 years
days days 1 menth months mondhs  ang 1 year years ")
On-balance sheet assets 760 104 83 137 143 a7 131 315 233
A1 Government securities - - - - 2 10 12 11 64
A.2 Listed debt securities - - - - 1 - ] 6 12
A.3 Other debt securities - - - - - - - 1 -
A4 0OlCR. guotas S - - - - - - - -
A5 Financing 755 104 83 137 140 87 118 297 157
- Banks 605 28 69 122 128 81 116 - 3
- Qustomers 150 76 14 15 12 & 2 297 154
On-balance sheet liabilities 1,385 323 120 294 486 340 116 151 263
B.1 Deposits 1,373 323 120 294 300 338 4 14 2
- Banks 1,202 291 98 196 264 332 - - -
- Customers 171 32 22 98 36 7 4 14 2
B.2 Debt securities - - - - 186 - 110 132 254
8.3 Other liabilities i2 - - - - 1 2 S 7
Off-balance sheet transactions 268 258 198 502 800 805 151 151 77
€.1 Financial derivatives with underlying asset exchange 180 257 198 457 759 805 151 122 -
- Long positions 104 221 192 394 630 731 138 122 -
- Short positions 76 36 & 63 129 74 13 - -
C.2 Deposits and financing to be received 45 - - 45 - - - - -
- Long positions 45 - - - - - - - -
- Short positions - - - 45 - - - - .
C.3 Irrevocable commitments to grant finance 43 1 - - 41 - - 29 77
- Long positions 43 1 - - - - - 29 77
- Short positions - - - - 41 - - - -

{*} Includis pon-performineg transactions.
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1. Break-down of financial assets and Habilities by residual contractual maturity - Currency of denomination: Yen

{€/mil)
CaptionfTitne miznal Sight  Between  Between  Botween  Between  Botween  Belween  Beiween Beyond
Taei7  7and 15 15 doys ard 1and2 3end€  Emonths Tand5 S years
davs dax 1 month mordhs months  and 1 year years "
On-balance sheet assets 202 105 186 26 148 80 89 125 152
A1 Government securities - - - - 2 13 16 15 5
A2 Listed debt securities - - - - 1 1 2 8 22
A.3 Other debt securities - - - - 1 - 1 1 73
A4 0.LCR. quotas 1 - - - - - - - -
A.5 Financing 201 105 186 26 144 66 70 101 52
- Banks 154 15 148 9 5 4 48 5 4
- Custormers 47 90 38 17 139 62 22 96 48
On-balance sheet liabilities 250 145 79 1m 27 46 142 70 60
B.1 Deposits 240 145 79 g7 27 45 51 64 50
- Banks 38 118 79 G6 27 26 - - -
- Customers 202 27 - 1 - 19 51 64 50
B.2 Debt securities - - - 14 - - 88 - -
B.3 Other liabilities 10 - - - - 1 3 6 10
Off-balance sheet transactions 493 432 141 173 308 42 255 47 -
C.1 Financia! derivatives with underlying asset exchange 277 403 141 160 132 a1 254 47 -
- Long positions 174 245 79 oG 66 24 245 47 -
- Short positions 103 157 62 61 66 17 9 - -
C.2 Deposits and financing 1o be received 84 29 - 13 41 1 1 . -
- Long positions 84 - - - - - - - -
- Short positions - 29 - 13 a1 1 1 - -
C.3 Irrevocable commitments to grant finance 132 - - - 132 - - - -
- Long positions 132 - - - - - - - -
- Short positions - - - - 132 - - - -

(*} Includes non-performing transactions.
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1. Break-down of financial assets and liabilities by residual contractual maturity - Currency of denomination: Other currencies

iemi)
Caption/Tune inlerva Sght  Between  Between  Between  Setween  Setween  Beween  Bebween Eeyong
Tond7  Tand 15 15days and Yand3 Tadé G manths iard 5 Syear
days day 1 menith month montts  anc 1 year yean I\]
Cn-balance sheet assets 548 655 6597 265 572 605 1,084 1,499 1,448
A.t Government securities 1 1 - 1 45 9 44 146 40
A2 Listed debt securities - 4 1 6 12 21 15 460 157
A.3 Other debt securities - 6 6 - 27 13 1 78 159
A4 QJ.CR. quotas 2 - - - - - - - -
A.5 Financing 545 644 590 258 487 480 1,025 815 1,092
- Banks 164 525 567 122 156 272 444 65 351
- Customers 381 119 123 136 EE} 208 581 750 741
On-balance sheet liabilities 1,451 662 415 484 955 526 656 1,224 639
B.1 Deposits 1,438 662 414 452 955 524 563 1,005 596
- Banks 175 263 82 77 452 155 6 47 14
- Customers 1,263 399 332 375 503 369 557 959 582
B.2 Debt securities 1 - 1 32 - - B5 203 -
B.3 Other liabilities 12 - 1 - - 2 8 16 43
Cff-balance sheet transactions 743 455 185 397 743 488 297 89 56
C.1 Financial derivatives with underlying asset exchange 654 443 128 396 737 347 281 19 -
- Long positons 371 368 1M1 297 456 283 182 10 -
- Short positions 283 75 17 99 281 59 99 10 -
€.2 Deposits and financing 10 be received 86 6 57 1 3 1 16 - -
- Long positions 85 - - 1 - - - - -
- Short positions 2 6 57 1 3 1 16 - -
C.3 Irrevocable commitmeants to grant finance E; 6 - - 3 141 - 69 56
- Long positions 3 3 - - 1 141 - 69 56
- Short positions - 3 - - 2 - - - -
(*} includes non-performing transactions.
2. Break-down of financial lizbilities by sector
e/mif}
LoandC ounterparty Governments and  Other pubiic Financial Banks Insurance Non-fingnaal Other
central banks entities COmpanies companies  companies entities
1. Due to customers 2,659 2,387 13,476 - 1,073 27.510 57,988
2. Securitigs issued - - - - - - 55,912
3. Financial liabilities held for trading 1,526 298 6.819 420 33 296 193
4, Financial liabilities designated as at fair value - - 3,179 - - - -
Total as at 31/12/2006 4,185 2,685 23,474 420 1,106 28,206 114,093
Total as at 31/12/2005 2,445 3,517 14,847 4,185 1,189 27,451 100,525
3. Break-down of financial liabilities by region
(€/mif}
Loan/Counterparty Naly Other America Asia Rest of
Eurnpn_an the work
countris
1. Due to customers 89,172 9,476 2,486 527 3,832
2. Due to banks 10,553 22,470 1,433 3,465 868
3. Securities issued 38,428 7,392 10,043 49 -
4. Financial liabilities held for trading 3,623 5,452 502 4 4
5. Financial liabilities designated as at fair value 3,i79 - - - -
Total as at 31/12/2006 144,955 44,790 14,464 4,045 4,704
Total as at 31/12/2005 138,625 24,477 7.324 7,691 11,724
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1.4 Operational risk

As previously mentioned, the information in this section regarding operational risk refers solely to 2006, as the merger with Banca intesa
took effect from 1 January 2007, Thus, in its risk models, SANPAOLO IMI considered two further types of risk: operational risk and busi-
ness risk.

OPERATIONAL RISK
Qualitative information

Operational risk is defined as the risk of incurring losses as a result of failures in internal control or information systems, errors of per-
sonnel or external events. The internal definition of operational risk includes the risk introduced by the New Basel Capital Accord, extend-
ing it to include the reputational risk.

SANPAOLO IM§ has defined the overall operational risk management framewark by setting up a Group policy and organizational process
for measuring, managing and controliing operationat risk. The control of operational risk was attributed to SANPAOLO IMI's Board of
Directors, which set the management policies and the subsequent organizational structure. The Cperational Risk Committee (made up of
the General Manager and Department Managers) had the task of monitoring the operational risk profile of the Group and deciding on
the main activities of mitigation and transfer. The centralized unit at Group level, part of Parent Bank Risk Management, was responsible
for developing methodologies for measuring risk, processing loss data and preparing the resultant management instruments. In line with
Basel 2 requiremenis, the business lines, subsidiaries and the Corporate Center structures were directly involved in the Operational Risk
Management process, through the creation of spedific decentralized control ¢enters within the business units. These decentralized cen-
ters were responsible for gathering information about events that generated operational losses, carrying out analyses of scenarios and
evaluating the risk associated with the business environment and the operating context.

The method of measuring the operational risk profile requires the combined use of information on internal and external historicat opersational
losses, with qualitative factors deriving from scenario analyses and evaluations of the system of internal controls and of the operating context.

The internal operational losses were recorded by decentralized control centers, suitably verified by the central structure and managed by
a dedicated IT system. For each category of risk, in line with the definitions of the Basel regulations, the database of historicat events was
analyzed, including both internal Group events and events traceable to the participation in loss data sharing initiatives (DIPO in italy and
ORX at international level). Results were abtained by applying actuarial techniques that separately analyze the frequency and the severi-
ty of events and subsequently create, by means of suitable Monte Carlo techniques, the aggregated annual loss distribution and conse-
quently the measurement of risk.

The scenario analyses are based on structured, organized collection of subjective estimates expressed directly by Management
{Subsidiaries, Parent Bank's Business Areas, Corporate Center) and have as their objective the evaluation of the potential economic impact
for particularly serious operating events. These evaluations, calculated using statistical-actuarial techniques, provide an estimate of unex-
pected loss that is subsequently integrated with the measurement obtained from the analysis of historical loss data.

Capital at risk is therefore identified as the minimurn measurement at Group level, net of insurance cover, reguired to bear the maximum
potential annual loss with a level of confidence of 99.96% (99.9% for regulatory measurement). The methodology also applies a correc-
tive factor, which derives from the qualitative analyses of the risk of the operating context, to take account of the effectiveness of inter-
nal controls in the various organizational units.

In order to support the aperational risk management process on a continuous basis, during the year several training sessions were held
for the employees actively involved in the process for the management and mitigation of the operational risk.

Quantitative information

With regard to the sources of operational risk, the percentage-based composition of the losses by type of events is presented according
to the dassification layout introduced by the New Basel Agreement on Capital, as acknowledged at European level, and which is pre-
sented below to complete the information.

= Internal crimes: losses due to fraud, embezzlement or evasion of laws, regulations or company directives, excluding episodes of dis-
crimination of failure to apply equal terms, which involve at least one internal resource of the bank.

External crimes: losses due to fraud, embezzlement or violation/evasion of laws by third parties.

« Employment practices and safety in the workplace (in the chart: Personnel): losses due to actions in violation of the law or agreements
regarding employment, health and safety in the workplace, the payment of compensation for personal injury or episodes of discrimi-
nation ot failure to apply equal terms.

Customers, products and professional practice {in the chart: Commercial Practices): losses deriving from breach, involuntary or due to
negligence, regarding professional obligations to specific customers {including the requirements of reliability and adequacy), or from
the nature or characteristics of the product.
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+ Property damage (in the chart: Natural Disasters): iosses deriving {rom damages te or the destruction of property as a result of natural
disasters or other events,

* Interruptions of operations and system failures (in the graph: Systems): kosses due to interruption of operations or system failures.

* Process execution, delivery and management (in the chart: Processes): losses due to failures in the treatmen: of operations or in the
management of processes, in addition to losses due to relations with commercial counterparties and suppliers.

SANPAOLG IMI Group - % break-down of losses by type of event In terms of the aforementioned categories, due to their signif-
icant weight on total losses, the chart provides separate details

of the category "Bankruptcy Revocatory”.
1% - Natural Dsaters 0% - Syslems gory Py i

17% ~ Proceses

The analysis was carried out with reference to operational
18% -~ Intetrl Crimes events which led to losses of amounts equal to or greater than
. 500 euro, which were first accounted for during 2006.

18% - Banhrupicy
Revacatory

~

/_ I The main source of operational risk for the Group during 2006
( was the category "Commercial Practices”, with significant
weight deriving from events linked to claims and disputes
regarding bonds in default. In the same time frame, it is noted
that the categories “Natural Disasters” and “Systems” had very
14% - Baernal Crimes low weights,
6% ~ Personnel

6% - Commercial fralices

BUSINESS RISK

The business risk (or strategic risk) is defined as the risk of incurring losses due to changes in the macro-or micre-economic scenario, which
could jeopardize the ability to generate income, typically through a drop in operating volumes or margin compression. This is evaluated
by breaking down the activities in the Business Areas, based on their respective cost and revenue structures, into elementary ~industrial”
businesses {for example data processing, consulting and distribution). The level of capitalization in line with the leve! observed in compa-
nies operating with the same processes is attributed to the Business Areas,

LEGAL DISPUTES

Anatocism

tn March 1999, the Italian Court of Cassation changed its previous opinion and declared the quarterly capitafization of interest payable
on current accounts to be illegitimate, assuming that the relevant dauses in bank contracts do not integrate “regulatory® use, but rather
“trading® use, and therefore, such clauses are not adequate to derogate from the prohibition of anatocism pursuant to Art. 1283 of the
ltalian Civil Code.

The subsequent D.Lgs. no. 342 as 1995 confirmed the legitimacy of capitalization of interest in current accounts, as long as it is dane
with the same frequency of calculating interest for both debt and credit interest. From the date of this regulation taking effect (Aprit 2000),
all current account operations have been brought into line, with quarterly capitalization of both interest income and expense. Therefore
the dispute on this issue concerns only those contracts which were stipulated before the indicated date.

With the decision of the United Sections on 4/11/2004, the Court of Cassation again excluded the possibility that said use may become
the law, Moreover, this ruling by the United Sections has not eiiminated the possibility of sustaining {on the basis of profiles differant from
those examined) the lawfulness of methods of infra-annual interest calculation: in some cases the court decisions have actualiy recognized
the soundness of these different profiles,

The overall number of pending cases is at an insignificant level in absolute terms, and is the subject of careful monitoring. The risks relat-
ed to these disputes are covered by prudential allocations to the provisions for other risks and charges, commensurate with the amount
of individuat requests by the court. Also in case no specific amount is requested {on the part of the party who brings the case to court)
and until the judicial accounting appraisal is carried out at the investigating stage, the risk of legal dispute is catered for by adequate allo-
cations to the provisions for risks and charges covering pending legal disputes.

GEST Line dispute
The GEST Line 5.p.A. dispute (a cornpany which already belongs to the SANPACLC IMI Group invaived in tax collection) almest entirely

concerns the matters pending with the tax authorities for alleged irregularities committed during the performance of the tax collection
service and vary by nature and size according to the corporate entities of each merged company.
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Regarding the dispute involving Gerico 5.p.A., previously a subsidiary of former Cardine Banca, which was later merged by incorporation
into SANPAOLC IM|, there are a number of administrative and accounting proceedings owing to the failure 1o collect taxes.

The dispute involving Esaban $.p.A. (a company in the tax collection sector of former Banco di Napofi, which incorporated all the other
tax collection companies of the SANPAOLO IMI Group, changing its name to GEST Line 5.p.A.) originated from a series of provisions deny-
ing the reimbursements issued by the tax authorities in the years 1999-2001, all appealed against following the hierarchical line.

The risks connected to these disputes are hedged by unlimited guarantees previously issued by the companies transferring the respecting
tax collection branches of business (each of the savings banks then merged into Cardine Banca and the former Banco di Napoli). The
abovemnentioned guarantees regard events prior to the respective dates of transfer and expired in 2005, without prejudice to the court
cases pending at that time, for which the abovementioned guarantee is also valid beyond the said expiry date. In light of the events involv-
ing the mergers of Cardine Banca and Banco di Napoli, SANPAOLO IMI took over the commitments deriving from the aforementioned
guarantees, whose risks are, as a whole, covered by appropriate allocations.

The risk pertaining to the dispute in respect of alleged irregularities in the tax collection activities of the concession in Venice is not com-
prised in the aforementioned guarantees and, instead, solely affects the capital of GEST Line which, 1o cover said risk, has performed suit-
able allocations. The formal notice and sentence for tax irregularities, respectively issued by the local Tax Offices and by the local section
of the General Accounting Office, were impugned and subsequently appealed, resulting in the suspension of their enforceability.

GEST Line decided to adhere to the tax amnesty provided by law no. 311/2004, with reference to the activities carried out up to 30 June
2005, the source of administrative responsibility in relation to tax authorities and other bodies.

With a letter received on 11 May 2006, the Tax Authorities presented to GEST Line a request for payment of the amount of 180 million
eure, mainly regarding provisions denying reimbursements issued and discharge due to unrecoverable debt, a request which was previ-
ously impugned at the time by the licensee.

The enforceability of the above request and the single acts that preceded it was suspenced following the appeal to the General
Accounting Office, under the jurisdiction of the Emilia Romagna Office,

Moreover, both GEST Line and SANPAOLO IMI presented an appeal and application for interim refief before the TAR (Regional
Administrative Court) in Lazio for the cancellation of Ministerial Decree no. 112 of 7 February 2006, setting forth the method for apply-
ing the amnesty pursuant to the aforementioned law 311/2004, regarding new limits introduced for access to the amnesty provided by
law 311/2004 following GEST Line’s adhesion, With decision dated 28 June 2006, the TAR in Lazio accepted the application.

This sentence should be deemed surpassed by legislative provisions which, in authentically interpreting the originating regulation, declared
that the aforementioned amnesty is excluded only for positions connected to crimes of falsification definitively ascertained by the courts.

Lastly, in regard to the implementation of the laws on the reorganization of the public tax coflection service, SANPAOLO M finalized the
procedure for the transfer of 70% of the share capital of GEST Line to the newly created company *Riscossione $.p.A.", which will be
primarily government-owned, without prejudice to the indemnity and guarantee obligations, as set forth in the aforementioned law, that
the seller must undertake in relation to the buyer for risks connected to the dispute which is not comprised within the scope of amnesty.

The Cirio group insolvency in respect of the sale of bonds

In November 2002, the Cirio Group, one of the largest ttalian groups operating in the agro-industrial sector, was declared insolvent in the
repayrent of a loan issued on the Euromarket. This event led to a cross default on all its existing issues. The bonds issued by the Cirio
Group had a nominal value totaling approximately 1,25 billion euro. SANPAOLO 1M1, like all primary Italian banks, had existing loan trans-
actions with the Cirio Group.

Consob proceedings in relation to operations carried out on Cirio bonds

As a result of inspections carried out in the period April-October 2003 regarding operations on Cirio bonds performed by SANPAOLO IMI
in the three-year period 2000-2002, Conscb issued a notice dated 4 May 2004, ¢iting a series of infractions regarding the alleged viola-
tion of sector regulations by SANPAOLO IMI in carrying out its brokerage activities on the aforementioned securities.

The notices of daims {which can be summarized as the allegation of not providing adequate information to customers on the character-
istics of the bonds traded, not revealing and not notifying customers of the existence of a conflict of interest, and not adopting suitable
organizational procedures to ensure the correct perfarmance of trading services) were issued both to the Bank and to the members of
the Board of Directors and Board of Statutory Auditors in office in the period under investigation, as well as to several managers who,
due to the office held, were considered responsible for the activities which led to the alleged irregularities.

Both SANPAOLO Ml and the other recipients of the natices have formulated their defensive briefs on the matter The administrative pro-
ceedings concluded with a Decree from the Ministry of Finance on 28 February 2005, which, in acceptance of the proposal put forth by
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Consob, applied the pecuniary penalties to each interested party, and the Bank was directed to pay the related amounts, as it is obliged
jointly with said parties, pursuant to art. 195, paragraph 9, D.Lgs. 58/1998.

The Bank and each of the sanctioned parties have appealed against the aforementioned ruling before the competent Couri of Appeal
of Turin. The relative proceedings were concluded with a measure published on 18 January 20086, in which the Court rejected the defen-
sive arguments of the opponents, conseguently confirming the sanctions handed down by the Ministry of Finance, with the exception
of three individual positions in which an invalidating defect as to the notification has been identified, in the meanvvhile, the Bank, in its
capacity as joint cbligor with the parties subject to the sanctions, has complied with the payment order issued 1o it, and has requested
from each party the reimbursement of the amounts ¢orresponding to the imposed sanctions.

In March 2007 both Intesa Sanpaclo as well as each of the sanctioned parties appealed against the ruling of the Court of Turin before
the Court of Cassation.

Criminal investigations related te Cirie

The Criminal Courts have begun investigations of a number of credit institutions, including SANPAOLO (MI, concerning trading activ-
ities with savers in relation to bonds issued by Cirio group companies as well as the management of financing activities with the afore-
mentioned group. The investigations also involve several corporate officers, including two Directors who are no longer in office, who
are charged with conspiracy 1o the ¢rime of bancarotta preferenziale (violation of the par condicio creditorum principle) and fraud.
Within these proceedings, which are being held at the Court of Rome, on 16.06.2006 the phase before the examining judge began.
This judge is responsible for evaluating whether the evidence collected by the prosecutors is sufficient to justify bringing the accused
to trial.

Confident of the absolute regularity, in general terms, of the Company's activities in relation to the investigations being carried out by
the Criminal Courts and, in particular, of the tatal lack of invalvement of the aforementioned company representatives, Intesa Sanpaolo
is monitoring the development of the proceedings under way.

Revacation lawsuits filed by the Court-appointed Liquidator for the Parmalat group companies under insolvency proceedings

The Parmalat Group, a multinational operating in the food industry, became insolvent in December 2003. Parmatat was subjected to the
special extraordinary administrative procedure disciplined by ftalian Law Decree No. 347/2003, converted into ltalian Law No. 39 dated
18 February 2004, and subsequent amendments (known as the "Marzano Law”). Parmalat, in compliance with the afore mentioned
legislative provisions, proposed settlement offering its unsecured creditors (including the bondholders) the conversion of the credits into
shares and warrants issued by the company undertaking the settlement, also named Parmalat S.p.A. The settlemens proposed by
Parmalat was accepted by the majority of the creditors with the right to vote and was therefore ratified by the Parma Court.

In the period between the end of 2004 and mid-2005, the Court-appointed Liguidator for the Parmalat group companies filed against
the SANPAOLO IMI Group - as well as against many other ltalian and foreign banks - a series of revocation lawsuits pursuant ta Art. 67,
pat. 2 of Royal Decree no. 267 of 16 March 1942 (the Bankruptcy Law), aimed at abtaining repayment of all remittances of funds made
on current accounts held with SANPAOLO IMI, Cassa di Risparmio in Bologna and Cassa di Risparmio di Padova e Rovigo by the Parmalat
group companies in the year before the insolvency proceedings were instituted.

The total amount claimed in the eight proceedings thus instituted is equal to approximately 1,261 million euro.

SANPACLO IMi believes that it has valid defensive arguments to oppose the allegations of the Court-appointed Liquidator, in relation to
which it has rafsed legal exceptions cencerning profites of unconstitutionality and incompatibility with EC law concerning the safe-
guarding of competition, and exceptions on the merit of the case aimed at revealing how the remittances of funds whose return is
requested are, mainly, lacking the requisites for being able to be considered payments.

In connection to several decisions issued between the end of 2005 and the beginning of 2006, the Court of Parma has seen fit, as such
issues are not manifestly unfounded and are significant for the purposes of the decision, to defer the questions of legitimacy raised both
by the Banks of the SANPAOLO IM| Group and by other Banks within the context of their respective legal actions aimed at revocation
to the scrutiny of the Constitutional Court. With decisions issued on 5 April 2006 and 4 December 2006, the Constitutional Court,
deciding on the first remittance arders received in chronological order (from sentences in which the SANPACLO IMI Group was not
directly involved), rejected the contentions of uncenstitutionality raised, considering them unfounded. This strategy was confirmed by
the Court with dedision issued on 13 December 20086, relating to similar questions of lawfulness raised in various proceedings, includ-
ing one which directly involves SANPACLO IMI.

In the opinion of the legal advisors who assist SANPACLO (M|, the sentences of the Constitutional Court leave open the other issue
regarding the compatibility of the revocation lawsuits put forward by Parmalat with European Community antitrust regulations. In any
case, the aforementioned decisions have not determined the need to review provisions which were allocated to face the related risks,
as the evaluation of said provisians exclusively considered the merit of the individual disputes, irrespective of any predictions regarding
the outcome of the legal objections raised.
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Claims for damages against Banca IMI initiated by the Court-appointed Liquidator of Parmalat S.p.A. and Parmalat Finance
Corporation B.V.

With a summons received by Banca IMi on 19 September 2005, the Court-appointed Liquidator of Parmalat 5.p.a and Parmalat Finance
Corporation B.V., on behalf of said companies, initiated a suit aimed at obtaining compensation for damages concerning the theorized
liability resulting from the participation of Banca IMI, jointly with other brokers, as co-lead manager, in the consortia for the placement of
shree banded loans issued by Parmalat Finance Corporation B.V. with the guarantee of Parmalat $.p.A. between the beginning of 2000
and the beginning of 2001.

The claim for damages was filed for presumed damages of no less than 1,30¢ million euro, equivalent to the nominal value of the bonds sub-
ject to placement. Banca IMI has appeared before the court in the preliminary stages, raising numerous objections concerning the lack of capac-
ity of the Court-appointed Liquidator to initiate said action, and objecting as regards the complete unfoundedness of every daim for damages.

Consequently, based on the valuations made by the legal advisors assisting Banca IML, it has not been deemed necessary to make specil-
ic allocations.

Management of claims relating to defaulted bonds

As regards claims from customers holding Parmalat, Cirio and Argentine bonds, the Group policy instructed that Group companies should
carefully evaluate that the financial instruments sold to customers are suitable to each investor's financial sianding.

Contingent liabilities relating to claims concerning said bonds are adequately covered by allocations to the provision for risks and charges.
As of 31 December 2006, the related allocations amounted to about 19 million euro.

Dispute relating to the sanctiens initiated by Consob against Sanpaoie IMI Asset Management SGR §.p.A. (now Eurizon capi-
tal S5GR 5.p.A))

The pecuniary administrative penalties impased by the Ministry of finance upon propasal of Consob following inspections carried out at
the premises of Sanpaolo IMI Asset Mianagement have been appealed against by S5GR and its sanctioned representatives, in accordance
with Art. 195 TUF (Consotidated Financial Law), before the Court of Appeal of Milan which, on 26 November 2003, ruled that such penal-
ties were illegal. With an appeal notified on 17 May 2004, Consob and the Ministry then filed an appeal against this decision before the
ftalian Court of Cassation. SGR immediately filed a counterclaim, requesting the dismissal of the appeals filed by the Authorities. Now the
company is awaiting that a hearing be set, or a resolution in chambers.

Proceedings initiated by the Antitrust Authority against the former Sanpaclo IMI Wealth Management (later Sanpaoto tMI
Asset Management SGR, now Eurizon Capital SGR 5.p.A.) and the former Fideuram Vita (later A.LP. now EurizonVita).

In January 2004 the Italian Antitrust Authority notified Sanpaolo IMI Wealth Management, as holding company and outsourcer of
Sanpaolo Vita, and Fideuram Vita that they were subject to investigations regarding the purchase of a database from a company spe-
cialized in analyzing the insurance market. This database contained information concerning contractual conditions, prices and methods
of distribution of life insurance and pensian products. Having concluded the investigation, initially performed on a number of insurance
companies and then on the aforementioned Group companies, on 30 September 2004, the Antitrust Authority issued a measure in
which, whilst not inflicting pecuniary sanctions, ascertained the existence of a horizontal agreement amoeng the companies facing pro-
ceedings, consisting of the exchange of delicate commercial information between competing companies, in violation of Art. 2, par. 2
of Law 287/90.

The abovementioned sanction was appealed against before the TAR (Regional Administrative Court) in Lazio, which overruled it on 27
April 2005, asserting that no such restriction on competition existed. The Antitrust Authority has appealed the judgment before the
Council of State and the related sentence is still pending. As of today, no hearings have been scheduled.

Proceedings initiated by the Halian prosecutors against several financial planners of Banca Fideuram and employees of the
subsidiary Fideuram Bank Suisse

There are no developments as to the investigations initiated by Italian prosecutors concerning a number of financial planners of the Banca
Fideuram group and employees of the subsidiary Fideuram Bank Suisse. In their entirety the disputes concern the assumption of complicity
in the crime of illicit practice {that consists in the offer of investment services or financial products by a party which is not authorized in
ftaly) with the exception of a single financial planner, who is no longer active today, and who is also charged with the crime of money-
laundering. Banca Fideuram has assured the investigating authorities the greatest possible cooperation.

Investigations initiated by the Public Prosecutor's office of Spoleto against Sanpaolo invest SIM 5.p.A. and Banca Fideurara 5.p.A.

On 5 May 2005, the Public Prosecuter’s office of Spoleto terminated its investigation of a case involving a number of crimes committed
against several customers by a Sanpaolo Invest SIM financial planner.
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The investigation also involved also several representatives of Sanpaola Invest who were accused of violating art. 2638 of the Ralian Civil
Code on the assumption that they had not informed Consob of the irregularities found in connection with the abovementioned case dur-
ing verification of the internal control procedures related to the financial planners.

The allegations made against the aferementioned representatives led to Sanpaolo invest, as well as Banca Fideuram (held to be jointly
responsible by virtue of being the beneficiary of the partial spin-off of the banking branch previously owned by Sanpaolo Invest SIM),
being held liable for the alleged violation of Law 231/2001.

Such liability, if established, entails the appfication of penalties which would only be pecuniary as regards the type of crime charged o
the company representatives.

A working group which has been set up at Banca Fideuram carefully monitors the proceedings, which have only gone as far as the pre-
liminary stage.

in the hearing of 19 January 2007, the examining judge prepared the transmission of the official documents to the Public Prosecutor of
the Court of Rome as it was decided that the Court of Spoleto did not have jurisdiction over this case.

Sanctions initiated by Consob against officers of Sanpacla Invest SIM S.p.A.

On conclusion of penalty proceedings against sixteen officers of Sanpaolo tnvest SIM as well as the company itself as jointly obliged with
the former, Consob, with writ of 14 December 2006, pursuant to Art. 195, paragraph 9 of D.Lgs. 58/1998, inflicted penalties against the
above parties for a total of 296,500 euro, ordering the company to pay on the basis of the joint obligation. These penalties are based on
presumed viclations of regulations, principally on the subject of internal controls.

An appeal against these proceedings was presented to the Rome Court of Appeal, on behalf of the company as well as the parties sanc-
tioned.

Investigations initiated by the Public Prosecutor's Office of Cagliari against employees of Sardinian public entities as well as
planners and employees of Banca Fideuram.

In February 2005 the Public Prosecutor’s Cffice of Cagliari concluded the preliminary investigation concerning the allegation of fraud per-
petrated to the detriment of a number of Sardinian regional institutions; the investigation, which was triggered by crimes committed by
a Banca Fideuram financial planner, has also involved employees of the Bank and other ptanners in the network structure,

With judgment dated 16 January 2007, all of the employees of Banca Fideuram involved in these proceedings were acquitted, while the
ex-manager of Rete Fideuram will be committed for trial, with a hearing set for 6 June 2007.

Proceedings initiated by the Slovenian Antitrust Authority against subsidiary Banka Koper d.d.

in December 2006, the Slovenian Antitrust Authority, Urad za Varstuo Konkurence, initiated proceedings against several Slovenian banks,
including Banka Koper d.d., for violations regarding an alleged anti-competition agreement on ATM fees of banks other than Banka Koper.
The preliminary investigation is still pending; however, the bank is manitoring the developments of the proceedings.

Investigations by the Romanian National Anticorruption Directorate against several officers of Sanpaclo IMI Bank Romania

The Romanian National Anticorruption Disectorate has initiated penal proceedings against several officers of Sanpaolo IMI Bank Romania
for alleged violations of local regulations concerning agricultural financing assisted by government grants, relating to several credit lines
provided to commerdial-agricultural businesses in 1993-2000, prior to the acquisition of control of the company by Sanpaolo IMI
Internazionale 5.p.A.. The Bank was involved in these proceedings under civil liability.

With judgment of & February 2007, the Court of Bucharest acquitted all the defendants. The attorneys of the National Anticorruption
Directorate then appealed the judgment, and the sentence on the appeal is still pending.

iMI SIR dispute

Other assets include 1.3 million euro regarding the net carrying amount of the foan, which was definitively enforced by the Civil Section
of the Italian Court of Cassation through sentence no. 2469/03. This sentence has substantially confirmed decision no. 2887, passed by
the Rome Court of Appealon 11 September 2001, which condemned Consorzio Bancario SIR 5.p.A. {in liguidation) to reimburse the Bank
the sum of 506 million euro previously paic by IMI to the heirs of Mr. Nino Rovelli as compensation for damages, in accordance with the
sentence passed by the Rome Court of Appeal on 26 November 1990. In addition, in an innovative decision, sentence resolved that the
Consorzio — on procedural grounds and not in terms of merit ~ was not required to pay the interest accrued on the amount subject to
the appeal (equal to approximately 72.5 million euro as of 31 December 2001). Furthermore, the Court of Cassation referred to another
section of the Rome Court of Appeal the decision on whether to reduce the total amount owed by the Consorzio by approximately 14.5
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million euro, as compensation for the damages related to the transaction between the Consorzio and IM! in respect of the additional
agreement of 19 July 1979: if the trial judge holds the claim amount to be unjustified, the sentence against the Consorzio requiring pay-
ment of the sum of 506 million euro will be reduced accordingly. In this respect, proceedings before the Rome Court of Appeal have
resumed, where judgment is currently pending.

The same ltalian Court of Cassation sentence passec final judgment on the right of the Consorzio to be held harmless by Mrs, Battistella
Primarosa (heir of Mr. Nino Rovell) and Eurovalori S.p.A.. The ltalian Court of Cassation also affirmed the Consorzio’s right to recourse as
subordinate to the previous payment of the amount owed to SANPACLC IMI 5.p.A. and assigned the passing of the sentence on this par-
ticular appeal to the trial judge. The related tegal proceedings commenced in February 2004 and are still under way.

With refarence 1o the above, taking into account that the initiatives taken have not achieved tangible results, the Bank has considered
that the net carrying amount of the amount receivable in question shouid be within the bounds of the Consorzio’s capital and its ability
to pay, such amount, net of the effects attributable to the previously mentioned Italian Court of Cassation sentence, being substantially
in line with that recorded at 31 December 2006. In line with the estimated net carrying amount of the receivable, the equity share-
holding in the Consorzio has been completely written-off.

As regards the civil initiatives undertaken as part of the ¢riminal proceedings in relation to the payment of damages from the offense, on
29 April 2003, the Criminal Section IV of the Court of Milan sentenced Rovellis heir and the other co-defendants to different terms of
imprisonment in relation to their respective levels of responsibility for the crimes committed, as well as to the payment of 516 milfion euro
to the plaintiffs as moral damages.

The above sentence was overruled by the Criminal Section It of the Milan Court of Appeal, through a sentence issued on 23 May 2005,
which, by confirming {though with the mitigation of penalties) the responsibility of the defendants concerning the corruption which
affected the outcome of the IMI SIR dispute, akso revoked the sentence against the defendants for the payment of moral damages, assign-
ing the civil court judge the task of establishing the amount of the total offence damages. This sentence was then appealed to the Court
of Cassation which, with judgment of 4 May 2006, confirmed the penal responsibility of the defendants regarding the erime of corrup-
tion, with the exception of Primarosa Battistella and her son Felice Rovelli, who were released for different reasans which do not exclude,
among other things, their non-involvement in the crime. Moreover, the Court of Cassation recognized Sanpaolo IMF's right to compen-
sation for not enly moral damages, but also equity damages from the persons convicted.

On 22 May 2006, SANPAQLO IMI presented an appeal to the Rome Court of Appeal to revoke the sentence regarding the crime of cor-
ruption (handed down by the Rome Court of Appeal on 26 November 1990) and, at the same time, to order Primarosa Battistella to repay
SANPACLC IMI the amount paid in 1994 in compliance with the sentence resulting from of the corruption.

On its side, Consorzio Bancario SIR, with writ of summons te SANPACLC IMI and Ms. Battistella on 3 June 2006, appealed to the Rome
Court of Appeal to revoke the abovementioned sentence of the same court dated 11 September 2001, through which the Consorzio was
ordered to reimburse SANPAOLO IMI the amount SANPACLO paid to Ms. Battistella.

The appeal of the Consorzio is based on the fact that the sentence which was muddied by corruption constitutes false grounds upon
which the more recent sentence issued 11 September 2001 was based and, therefore, should be revoked.
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SECTION 2 - INSURANCE COMPANIES’ RISKS

2.1. Insurance risks
Life branch

The typical risks of a life insurance portfolio can be divided into three main categories of risk; premium risk, life underwriting risk and
reserve risk,

Premiurn risks are protected initially during definition of the technical features and product pricing, and over the fife of the instrument by
means of periodic checks on the sustainability and profitability {both at product level and at the portfolic level, including all of the liabil-
ities). During the definition of a product, profit testing is used, with the objective of measuring profitability and identifying any weaknesses
in advance. The issuing of a product requires prior authorization from the Produci Committee, whose members inciude both the man-
agers of the company departments and the General Management, who are presented with the results of the profits tests and sensitivity
analyses.

Life underwriting risks arise when an unfaverable trend is recorded in the actuat loss ratio compared with the trend estimated when the
rate was calculated, and these risks are reflected in the level of reserves. The loss ratio refers not only to actuarial loss, but also financial foss
{guaranteed interest rate risk). The Company guards against these risks by means of statisticat analysis of the evolution of liabilities in its
own contract portfelio, divided by risk type, and through simulations of expected profitability of the assets hedging technical reserves.

Among the risks that require particular attention mention is also made here of the risks connecied with hedging of costs. To this end
EurizonVita has developed a detailed analysis model that allows it to analyze costs by product macrocategory and by life cycle of the prod-
uct itself. This tool, which is shared by several departments of the Company {such as Administration, Management Control and Actuary),
is used to monitor costs, the correct rating and the sustainability of the reserves,

Reserve risk is guarded against through the exact cakeulation of mathematical reserves, with a series of detailed checks (for example,
checking that all the variables required for the calculation such as yields, quotations, technical foundations, parameters for the supple-
mentary reserves, and recalculation of the value of single contracts are correctly saved in the system) as well as overall verifications, by
comparing results with the estimates produced on a monthly basis. Specific attention is paid to checking the correct assumption of can-
tracts, by ¢hecking the relative portfolio against the reconstruction of movements during the period, divided by purpese, and checking
the consistency of the amounts settled compared with the movements of reserves.

The financial area and yield guarantees are also highly important in defining risks. In the 1ables below, the structure of the mathematical reserves
is shown by expiry date, and the structure of the guaranteed minimum yield (including 40 million euro in reserves for infra-gmoup policies).

Table 1
Detail of mathematical reserves of life branch: maturity Amount

(thousands ot eura) (%)
up to 1 year 3,001,358 13.7
1 to 5 years 10,785,994 49.3
6 to 10 years 3,837,140 17.6
11 to 20 years 2,157,765 9.9
beyond 20 years 2,077,295 9.5
Totai 21,859,552 100

Cver 60% of the portfolio has expiry dates which do not exceed five years, the rest is mainly represented by supplementary pension con-
tracts.

Table 2
Break-down of risk concentration by type of guarantee Premiums Total Reserves

{thousands of eura) (%) (thousands of euro) {%)
Insurance and investment products with guarantee annual yield
0%-1% - - 170,310 0.8
from 1% 10 3% 2,143,210 76.2 10,005,644 44.6
from 3% 10 5% 399,804 14.2 8,357,078 37.2
Insurance products 270,381 96 3,683,724 16.4
Shadow reserve - - 235,624 1.0

Total 2,813,395 100.0 22,452,380 100.0
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in this regard, in order to better monitor all risks (actuarial and financial), EurizonVita uses a tool for simulating assets and liabilities, named
FAP {Finandial Analysis Program), with the objective of measuring value and risk. The FAP is a dynamic model capable of making forecasts
of stochastically-generated economic scenarios, simulating the evolution of the value of assets and liabilities based on the technical fea-
tures of the products, the simulated trend in significant financial variables and a management rule which guides investments and disin-
vestments. This model measures the capital required to cover actuarial and financial risk factors. Among the former, the FAP models risks
deriving from the dynamics of an extreme surrendering of policies, from sharp changes in mortality and lengevity, and from pressure on
costs; among the latter, the FAP takes into consideration scenarios of stress over year-long time spans on interest rates, on credit spread
and on stock market trends.

The mathematical reserves are caicutated on almost the entire portfolio, on a contract-by-contract basis, and the methodology used to
determine the reserves takes account of all the future commitments of the company.

Casualty branch

Regarding the assumption of risk, the policies are checked at the time of purchase, using an automatic system which checks the param-
eters for assumption associated with the tariff of reference to verify the correspondence of the porifolio with the technical and rate set-
tings agreed with the sales network,

The check not only concerns the form but also the substance and, in particular, allows for verification of the exposure in terms of capital
— limits of liability.

Subsequently, statistical checks are carried out, to verify potentially anomalous situations (such as concentration by area or by type of risk),
and to keep under control accumulation at the level of individual persons {with particutar reference to policies that provide cover in the
accident and sickness branches). This is also carried out in arder to provide suitable indications of the portfolio characteristics to the group’s
reinsurance office in order to prepare the annual reinsurance plan.

Risk concentration factors

Among the risk concentration factors used for calculating the rates, with specific reference to the Motor TPL and lliness branches, the
table below shows the break-down of premiums for each ltalian region.

Risk concentration factors {in thoesands of euro)
Regions Premiums
PIEDMONT 68,737
VAL D'AQSTA 210
UGURIA 842
LOMBARDY ) 6,076
TRENTINO ALTO ADIGE 79
VENETO 1,418
FRIUU VENEZIA GIUUA 356
EMIUA ROMAGNA 1,320
MARCHE 27
TUSCANY 1,011
UMBRIA 161
LAZIO 13,688
CAMPANIA 2,175
ABRUZIOC 33t
MOLISE 115
PUGLIA 759
BASILICATA 163
CALABRIA 374
SICILY 728
SARDINIA 274
TOTAL 99,199

The concentration of premiums in the Piedmont region is due to the presence of a significant portfolio of collective subscription policies,
contracted by the banks in the Intesa Sanpaolo Group, to hedge insolvency risks for loans linked to financing (Credit Personal Insurance)
disbursed by the former SANPACLO M| branches.
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The weight of premiums in the Lazio region is influenced by a similar presence of collective subscription policies subscribed through Poste
[taliane with headquarters in Rome.

In terms of other Casualty products, risks are distributed homogeneously throughout the area in proportion to pepulation density.
Loss development by generation

The tables below summarize the estimate of claims reserves as at 31/12/2006 for the short-term (o be dismantled within the following
12 months) and long-term (tc be dismantled beyond the following 12 months).

Estimated use of claims reserve in thousarkds of eurc}
Branches < 12 months > 12 months
Accident 3,793 3,493
Sickness 8,383 7,185
Land vehicles 1,432 212
Fire 1,293 300
General civil liability 2,009 6,248

The estimated use of reserves at the end of the year is calculated based on observations of the development of the reserves over the four
previous years, and reflects the average daims management time for the various branches, consistent with the time required for assess-
ment of the various types of damages covered by the guarantees provided in the policies.

Development of Casualty Branch Reserves i thowsands of euro)
Year of generation/event 2002 2003 2004 2005 2006 Total
Reserve amount:
as at 31/12 generation year N 11,723 9433 0,084 10,875 15,650 -
as at 31/12 year N+1 3,130 2,287 2,126 5,653 - -
as at 31/12 year N+2 1,167 713 662 - - -
as at 31/12 year N+3 517 601 - - - -
as at 31/12 year N+4 397 - - - - -
Total claims paid 13,261 8,511 9,339 11.441 8,867 -
Claims reserve booked as at 31/12/2006 397 601 662 5,693 17,701 25,054
Final claims reserve previous years - - - - - 9,294
Total claims reserve booked as at 31/12/2006 B - - - - 34,348

2.2 Financial risks

QUALITATIVE INFORMATION

Insurance risks are generated from profit life policies and index-linked and unit-linked policies. The former offer the insured, apant from
participation in the profit from the fund management, a minimum guaranteed level and therefore generate proprietary financial and ¢red-
it risks for the insurance company, risks that are linked to the characteristics of the investment portfolio with regard to the commitments
made to the insured. Index-linked and unit-linked policies, which usually do not present direct rigks, are in any case monitored with regard
to reputation risks.

in lire with the growing focus in the insurance sector on the issues of value, risk and capital over the {ast two years, Eurizon has launched
a series of initiatives with the objective of both strengthening risk governance and managing and controlting risk-based capital.

In order to manage and control vzlue and risk, in the first half of 2006, the Company completed Phase 1 of the aforementioned FAP
(Financial Analysis Program) project, and initiated Phase 2.

As regards assets, the Company has taken on an Investment Policy that defines the goals and the limits that are needed to distinguish the
investments of the separately managed accounts in terms of asset allocation, long-term investments, credit risk, concentration risk and
market risk. For investments against free capital, there are specific limits in terms of VaR over a time-frame of one year and with a confi-
dence level of 99%.
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QUANTITATIVE INFORMATION

As at 31 December 2006, the company’s investment portfolios in the insurance segment at book value amounted to 48,022 million euro.
Of these, the share regarding profit life policies and free capital (investments with proprietary risk for the Company or "Class C portfo-
lio™) amounted to 20,555 million euro, while the residual amount (27,467 million euro), mostly comprises investments in index- and unit-
linked policies.

Considering the various types of risks, the analysis of investment portfolios, set forth below, concentrates on the assets included in the
*at-risk portfolio”, In terms of break-down by asset class, at the end of 2006, 92.4% of assets, equal to 18,988.5 million euro, was com-
prised of bonds, while the share subject to equity price risk amounts to 7.4%, equal to 1,516.7 million euro. The fair value of derivatives
amounted to -20.1 million euro, of which -8.6 million euro regards derivatives used for effective management, whilst the rest regards
hedging derivatives.

The break-down of the bond companent by maturity shows 1.6% short-term (less than one year, 44.3% medium-term, and 54.1% long-
term (beyond five years). Concentration on medium-/long-term maturities is the result of an Investment Policy which aims at keeping lows
levels of mismatch between assets under separate management and the corresponding commitments to customners.

The bond component of the portfolio has an average financial duration of 4.53 years. Portfolio management makes use of hedging deriv-
atives which are also activated based on the forecast of future market trends. The synthetic duration of the financial asset portfolio hedg-
ing reserves, taking into account hedging derivatives, is 2.97 years. Reserves regarding assets under separate management have a dura-
tion of 5.28 years,

The investment portfolio has an extremely high credit quality: as is clear from the table belowy, the bond assets with very high ratings
(AAAZAA) comprise mare than 80% of total investments, while a further 7.6% have ratings of A. The securities in the low investment
grade area (BBB) comprise 2.5%, while the share of speculative grade or unrated securities is insignificant.

Break-down of financial assets by issuer rating Book value

{thousands of eura) {9%}
AAA f AA- 16,892,155 82.38
A+ 1 A- 1,566,319 7.64
BBB+ / BBB- 501,370 2.45
Speculative grade 26,956 0.13
Without rating 1,669 0.0
Equities or similar capital securities 1,516,680 7.40
Total 20,505,149 100.00

The high level of credit quality also emerges from the break-down by issuer/counterparty: securities issued by governments and central
banks represent 76% of the total, while financial companies {mainly banks) contribute approximately 10% of the exposure.

Break-down of financial assets by type of issuer Book value
(thousands of eura) {%a}

Debt or similar securities

Governments and central banks 15,613,824 76.15
Other public entities 689,687 3.36
Financial companies 2,082,617 10.16
Insurance companies 12,269 0.06
Non financial companies and others 590,072 2.88
Equities or similar capital securities

Financial companies 417,769 2.04
Insurance companies 249,322 1.22
Non financial companies and others 849,589 4.14
Total 20,505,149 100.00

At the end of the period, free capital investments amounted 1o 1,162 million euro (book value) and a Value at Risk of 22.5 million euro,
vith a confidence interval of 95% and a holding period of 10 days.
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Financial derivative instruments

Financial derivative instruments are used, consistent with the guidelines set by the specific framework resolution, to hedge financial risks
of the investment portfolio or for the purpose of effective management.

The table below sets forth the fair value of financial derivatives at the end of 2006.

Market value (in thousands of euro)
Type of underlying Deba sexcurities Equities Exchanae rates Totdl
and interest rates  and exquity indices
Lsted Unisted Lsed  Unhsied Listed Undisted teted  Unlsted

Effective management derivatives - 8614 - - - - - -8614
Hedging derivatives - 11,500 - - - - - 11,500
Totaf - 20,114 - - - - - 20,114

SECTION 3 - OTHER COMPANIES RISKS

At 31 December 2006 the SANPACLC IMI Group did not hold any such items.




262 l Consolidated Finandal Statements - Part F — Information on consalidated shareholders’ equity - Sections 1 - 2

Part F — Information on consolidated shareholders’ equity

SECTIGN 1 - CONSOLIDATED SHAREHOLDERS' EQUITY

A. Qualitative Information

The consolidated shareholders” equity represents the equity owned by the Group and is made up of all those elements which are not
included in the definition of assets or liabilities according to the measurement and guantification methods defined by the international
aceounting standards.

As reqards the management of the econamic capital, the average absorbed capital was assigned to the single Business Sectors {Banking,
Savings and Assurance, Central Functions) which form the organizational structure of the SANPAQLO IMI Group in 2006, on the basis
of the current risks (credit, market and operative) measured according to the VaR approach. Those risks were entirely covered with tier
1 capital. The only exception is Banca Fideuram, operating in the sector of Savings and Assurance, for which the exact end of period
book value of the shareholders’ equity (excluding the profit of the period) was taken as reference as it was a listed company at 21
December 2006.

In particular, the Group's policy of capital management until 2006 aimed at prompt recapitalization of subsidiaries according to specific
operative requirements, in compliance with the company's practice which requires that the maximum dividend possible be distributed by
the Group's companies.

As regards the insurance companies, being part of the Group and operating in the life andfor casualty branches, in compliance with pro-
visions set in the Insurance Code as per D.Lgs. no. 209 of 7 September 2005, such companies must ensure that the company has suifi-
cient own equity to guarantee solvency with respect to the commitments taken towards customers.

These requirements are audited through the calculstion of the solvency margin (identified as “corrected” if calculated at consolidation
level) which compares the equity at the company's disposal (capital, equity reserves, subordinated loans within the preset limits and char-
acteristics, in addition to other integrative elements submitted to the approval of the Regulatory Authority), which contribute to quanti-
fying the available margin. with the company's undertakings {required margin). The amount of such margin is determined on the basis of
preset ratios between premiums collected or claims paid (flow data) and the size of technical reserves at year end {stock data}.

Under the management profile, the company constantly monitors the presence of minimum capitalization requirements set by regulations
in force, by evaluating the trend in the required margin with respect to the development of the portfolio, in order to calibrate its insur-
ance products in the most suitable way and manage its equity availability also considering its consistency with the regulatory requirements.

B. Quantitative information

The composition and amount of the Group's and its components’ equity is shown in Section 15 of the Liabilities — GROUP EQUITY.

SECTION 2 - REGULATORY CAPITAL AND SOLVENCY RATIOS

2.1 Scope of application of the regulations

The concept of risk capital was introduced by the Basel Committee in 1988 and the European guidelines, aiming at limiting the insolvency
risk of financial brokers, are indicated in the EU Directive 2000/12/EEC.

According to EU instructions, in 1992 the Bank of ialy established that the capital adequacy of a bank should be evaluated according to
the ratio between regulatory capital and the total of the weighted risk assets. In particular, the regulatory capital, composed of tier 1 cap-
ital and tier 2 capital, must not be lower, on a consolidated basis, than 8% of weighted risk assets.
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2.2 Requiatory capital

A. Qualitative information
1. Tier 1 capital

The paid-up capitaf, reserves and innovative equity securities, such as preferred shares, are top-guality capital elements. The total of such
elements, after deduction of own shares or quotas, of intangible assets, as well as of losses recorded in previous and current years, form
the tier 1 capital. Innovative equity securities can be included in tier 1, for up to 15% of the total of tier 1 capital. The possible surplus
can be assigned 1o the tier 2 capital and can be dassified among the hybrid capitalization instruments.

2. Tier 2 capital

The revaluation reserves, the hybrid instiruments and subordinated habilities usually form the tier 2 capital elements. The amount of tier 2
capital must not be greater than tier 1 capital and certain elements included in tier 2 cannot be greater than a specified amount: subor-
dinated liabilities, for example, cannot exceed 50% of tier 1.

The solvency ratic must be calculated on the basis of the amount of tier 1 capital and tier 2 capital, net of shareholdings in banks and in
financial and insurance companies, innovative equity securities, hybrid instruments, and subordinated loans granted 1o the same entities.

In order to evaluate the capital adeguacy, the capital of the bank must be calculated in relatior to the amount of weighted assets for its
own risk. Therefore, the various asset categories are weighted by granting one of the following risk percentages: 0%, 20%, 50%, 100%
and 200%.,

Moreover, starting from 31 December 2005, the composition and amount of regulatory capital are determined through the application
of the "regulations on prudential filters”, This regulation is intended to govern the effects of the introduction of the IASFRS on the size
and gquality of regulatory capital, mitigating the potential volatility arising from the application of the new accounting standards. In April
2006, the Bank of aly definitively applied the aforementioned regulations, updating the provisions set forth in Circular no. 155/1991
regarding the notifications on regulatory capital and prudential ratios. Moreover, these regulations also adopted D.Lgs. no. 142/2005
regarding financial congiomerates, introducing the deduction from regulatory capital of shareholdings in insurance companies and insur-
ance holdings, as well as subordinated loans connected 1o such companies.

The approach recommended by the Basel Committee and by CEBS, included in instructions given by the Bank of haly, broadly states that,
for activities differing irom trading, capital losses from valuation at fair value of tier 1 capital should be deducted line by line, and capital
gains from the fair value valuation in tier 2 capital should be partially caloutated (i.e. the asymmetric approach),

The regulatory capital as at 31 December 2006 was calculated in compliance with the spedific provisions issued by the Regulatory Body,

applying, among others, the following general principles.

- Available-for-sale financial assets: for the “debt securities” and “equities” portfolios, the accumutated net capital losses were deduct-
ed line by line from tier 1 capital and the net capital gain was included at 50% in tier 2 capital. The valuation effects of loans were not
included in the calculation of the regulatory capital, while depreciation deriving from impairment in the creditworthiness of the
debtor/fissuer was deducted from tier 1 capital.

- Real estate and works of art: capital gains deriving from the adjustment of costs, recorded during the first implementation of IAS/IFRS,
were calculated entirely within tier 2 capital.

- Fair Value Option: capital losses and capital gains were calculated entirely within the tier 1 capital. Furthermore, potential capital loss-
es or capital gains deriving from the adjustment of the creditworthiness of the issuer of securities placed with customers were exclud-
ed from the calculation of tier 1 capital.

- Commitments for forward purchase of own capita) instruments or subsidiaries: capital resources which were the subject of a subscrip-
tion for forward purchase which involve the Group's immediate assumption of its own company risk were deducted from the regula-
tory capital. Conversely, if they do not invelve an immediate risk assumption, they are included in the calculation of the regulatory cap-
ital in relation ta the contractual duration of the operation.

Furthermore, according to instructions of the Bank of ltaly, shareholdings in insurance companies, subordinated assets in portfolio issued
by consolidated insurance companies as well as investments in Bank of Italy capital were deducted from the regulatory capital of the bank-
ing group according to the specific treatment required.

Moreover, with specific reference to the treatment of companies within the Savings and Assurance Business Division, ISVAP has identified
the subsidiary Eurizon Financial Group S.p.A. as an insurance holding company pursuant 1o the Insurance Code. Application of the above-
mentioned regulations would imply the ohligation of the integral deduction from consolidated tier 1 and tier 2 capi'tal of the banking
group of the subsidiaries Banca Fideuram and Eurizon Capital SGR {former Sanpaolo IMI Asset Management SGR} as they are controlled
by Eurizon Financial Group, despite Eurizon and the two companies being ascribed to the SANPACLG IMI banking group and sharing with
the Parent Bank the nature of risks and the same Regulatory Body.
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In light of the regulatory framework, which is currently being adjusted by the two Regulatory Authorities, and on the basis of the method-
ological considerations which have been shared with the Bank of Italy, but not yet definitively implemented, the Group consolidated reg-
ulatory capital as at 31 December 2006 was calculated by reassigning the contribution attributable to Banca Fideuram and Eurizon Capital

SGR to the banking business,

with regard to the scope and methods of consolidation, the foliowing differences were found between the area of application of the

rules for regulatory capital and the application of the regulations governing financial statements:

- the companies making up the insurance business are consolidated line by line in order to calculate the net shareholders” equity but are

consolidated using the equity method in calculating the regulatory capital;

- Alifunds Bank S.A., accounted for under the equity methed in the financial statements, is consolidated proportionally when calculating

the regulatory capital.

3. Tier 3 capital

Subordinated ioans have been issued, accounted for within tier 3 capital, and fully eligible, net of infra-group operations, for "hedging”

market risk.

B. Quantitative information

Break-down of regulatory capital

eimit)
Total as at Total as at
31122006 3141272005
A. Tier 1 capital before application of prudential filters 11,611 11,144
Prudential filters for tier 1 capital: 226 142
- Positive IASAFRS prudential filters 340 348
- Negative 1ASAFRS prudential filters {114) {206)
B. Tier 1 capital after application of prudential filters 11,837 11,286
C. Tier 2 capital before application of prudential filters 6,213 4,857
Prudential filters for tier 2 capital: {198) {137)
- Positive 1ASAFRS prudential filters
- Negative IASAFRS prudential filters {198) {137)
D. Tier 2 capital after application of prudential filters 6,015 4,720
E. Tier 1 and tier 2 capital after application of prudential filters 17,852 16,006
items to be deducted from tier 1 and tier 2 capital (2,766) (2,308)
F. Regulatory capital 15,086 13,698
2.3 Adequacy of equity

A. Qualitative information

Details of suberdinated loans issued by the Group’s banking business as at 31 December 2006 are given below. These amounts, expressed
in naminal values and net of infra-group transactions, contributed to the determination of cansolidated requlatory capital in compliance

with the specific requirements of computability set forth by the Bank of Italy.
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Ornginal  Nominal  Amount  Interest rate Issue date Maturity  Starling date
curresicy  amount in the date  for application
as at  otiginal of early
311206 cumency redernption
(&/mi)  {miltions) of the loars
Preferred shares EUR 1,060 1,000 upto 16/11/2010: 8.126% p.a. 10/11/2000 not  10/11/2010
subsequently: 1 year Euribor + 3.5 % p.a. redeemable
Totaf innovative equity
securities {tier 1) 1,000
Debenture loan EUR 134 150 575% p.a. 15409/1999  15/05/2009 )
Debenture loan EUR 198 200 6 month Euribor + 0.50% p.a. 0171071999 01/10/2009 ()
Notes EUR 500 500 6.375% p.a. Q060472000 060472010 (*)
Debenture loan EUR 299 300 5.55% p.a. 310772001 31/07/2008 *)
Gebenture loan EUR 199 200 5.16% p.a. 02/10/2001  02/10/2008 {*)
Notes EUR 500 500 upto 28/6/2007 included: 3 month Euribor + 0.49% pa.  28/06/2002 28/06/2012  28/06/2007
subsequently: 3 month Euribor + 1.09% paa.
Debenture loan EWR 47 54 up to 15/7/2007: 4.90% p.a. 1507/2002 150772012 1507/2007
subsequently: 6 month Euribor + 0.76% p.a.
Debenture loan ELR 127 147 up to 4/12/2007. 4.32% pa. 04M12/2002 04N42012 04122007
subsequently: 6 month Euribor + 0.85% p.a.
Notes EUR 299 300 5.375% p.a. 13/42/2002 134122012 ("}
Notes EUR 350 350 up to 9/6/2010 excluded: 3.75% p.a. 0906/2003 09/06/2015  0906/2010
subsequently: 3 month Euribor + 1.05% p.a.
Notes EUR 150 158 up to 1/7/2008 excluded: 6 month Eurbor + 0.48% p.a. 010772003 01072053 01/07/2008
subsequently. 6 month turitbor + 1.08% pa.
Notes EUR 62 75 up to 29/9/2008 excluded: 6 month Euribor + 0.46% p.a.  29/09/2003  29/09/2013  29/09/2008
subsequently: 6 month Euribor + 1.06% p.a.
Notes GBP 246 165 up to 18/3/2019 exduded: 5.625% p.a. 1803/2004 1840372024 180372019
subsequently: 3 month Sterling Libor + 1.125% p.a.
Notes EUR 699 700 upto 28/6/2011 excluded: 3 manth Euribor + 0.30% p.a.  28/06/2004  28/06/2016  28/06/2011
subsequently: 3 month Euribor + 0.90% p.a.
Debenture loan EUR 127 134 up to 3/8/2009 excluded: 3.72% p.a. 03082004 030872014 030872008
subsequently; 6 month Euribor + 0.60% p.a,
Notes EUR 500 500 up to 2/32015 excluded: 3.75% p.a. 020372005 0200372020 020372015
subsequently: 3 monih Euribor + 0.89% p.a.
Notes EUR 53 70 up to 10/6/2005 included: 3 month Euribor + 0.40% pa.  10/06/2005 100672015  10/06/2010
subsequently: 3 month Euribor + 1.00% p.a.
Debenture loan EUR 20 20 up o 1/872010 excluded: 2.90% p.a. 0108/2005 010872015 010872010
subsequently: 6 month Euribor + 0.74% p.a.
Notes ER 75 750 upto 207272013 excluded: 3 month Euribor + 0.25% p.a. 20/02/2006 20/02/2018  20/02/2013
subsequently: 3 month Euribor + 0.85% p.a,
Notes EUR 500 500 upto 19/472011 excluded: 3 month Eurbex + 0.20% pa. 190472006 19042016 19/04/2011
subsequently: 3 month Euribor + 0.80% p.a.
Notes EUR 500 500 up to 26/6/2013 excluded: 4.375% p.a, 260672006  26/06/2018  2606/2013
subsequently; 3 month Euribor + 1.00% p.a,
Total tier 2 subordinated
liabilities 6,260
Notes EUR 50 50 up jo 14/11/2004: 1.44289% p.a. 26/06/2003  15/11/2007 (")
subsequently: 1.50% p.a.
Notes ELR 549 55¢ 3 month Euribor + 0.15% p.a. 2001212005 0700172008 *)
Total tier 3 subordinated
liabilities 599
Total 7,859

{*} Early redernprion of the foan is not provided for.
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Tier 2 subordinated loans to be calculated within the regulatory capital at 321 December 2006 amounted to 5,739 million euro.

Preferred securities, which are to be calculated with tier 1 capital, meet the following requirements:

o the securities are not redeemable; any right to reimbursement on the part of the issuer may not be exercised prior to 10 years from
issue; reimbursement must be authorized by the Regulatory Body:

* the contract includes the possibility to suspend remuneration of the securities, even partially, whenever in the preceding year the Parent
Bank that directly controls the issuing companies has not resolved on the payment of dividends an own shares;

+ dividends may not be accumulated over subsequent years;

* in the event of the liquidation of SANPAOLO 1M, holders of securities will be reimbursed only after all ather subordinated and non-sub-
ordinated creditors have been satisfied.

Tier 2 subordinated loans are not subject to provisions for early redemption, except for those cases expressly governed by the Regulatory

Body nor to conditions permitting conversion into capital or other forms of liability. In more detail, these contracts state that:

* early redemption may occur, when foreseen, only upon the initiative of the issuer and with the prior authorization of the Regulatory
Body:

» the foan period rmust not be less than five years; if no maturity is specified, the contract must state that a notice period of at least five
years has to be given;

* in the event of the liquidation of the issuer, the debt wifl be reimbursed only after all other non equally subordinated creditors have
been satisfied.

Tier 3 subordinated loans, issued to cover market risks, meet the following conditions:

» the original duration is not less than two years;

« the payment of interest and capital shall be suspended should the capital requirements of SANPAGLO IMI fall below 7% on an indi-
vidual basis or 8% on a consolidated basis;

* in the event that the Bank is put inta liquidation, the loan can only be reimbursed once all other ¢reditors which are not similarly sub-
ordinated, have been satisfied.
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B. Quantitative information

Details of prudential requirements

{E€/mil)
CategoryNalue Unweighted amounis Weighted amounty/reguirernents
314122006 3111272005 31/12/2006 31/12/2005
A. RISK ASSETS
A.1 CREDIT RISK 242,368 212,054 155,896 136,017
STANDARD METHOD
ON-BALANCE SHEET ASSETS
1. Loans (other than equities and other subardinated assets)
to {or secured by): 171,718 148,075 108,276 94,539
1.1 Governments and central banks 38,415 28,279 257 100
1.2 Public entities 10,282 10,162 2,071 2,050
i.3 Banks 20,904 20,779 4,847 4,461
1.4 Other entities {other than residential and non-residential
mortgage loans} 102,117 88,855 101,101 88,328
2. Mortgage loans - residential property 27,861 24,603 13,930 12,302
3. Mortgage loans - non-residential property 5 - 2 -
4. Shares, eguity shareholdings and subordinated assets 2,689 2,610 2,848 2,740
5. Dn-balance sheet assets 5,591 5,823 3,747 3,634
QOFF-BALANCE SHEET ASSETS
1. Guarantees and commitments to (or secured by): 34,315 30,630 27,034 22,305
1.1 Governments and central banks 3,790 5,923 3 1
1.2 Public entities 953 1,670 202 334
1.3 Banks 3,593 1,395 850 328
1.4 Other entities (other than residential and non-residential
mortgage loans) 25,979 21,642 25,979 21,642
2. Derivative contracts to (or secured by): 189 313 59 g7
2.1 Governments and central banks 2 - - -
2.2 Public entities - - - -
2.3 Banks 109 198 21 39
2.4 Other entities {other than residential and non-residential
mortgage loans) 78 115 38 58
B. REGULATORY CAPITAL REQUIREMENTS
B.1 CREDIT RISK X X 12,472 10,881
B.2 MARKET RISK 1,115 1,219
1. STANDARD METHOD X X 1,115 1,219
of which:
+ position risk on debt securnities X X 586 TA4
+ position risk on equities X X 141 134
+ exchange rate risk X X 3 19
+ other risks X X 375 322
2. INTERNAE MODELS X X - -
of which:
+ position risk on debt securities X X X X
+ position risk on equities X X X X
+ exchange rate risk X X X X
B.3 OTHER REGULATORY REQUIREMENTS X X 21 23
B.4 TOTAL REGULATORY REQUIREMENTS (B1+B2+83) X X 13,608 12,123
C. RISK ASSETS AND REGULATORY RATIOS
C.1 Risk-weighted assets X X 170,096 151,542
C.2 Tier 1 capital/weighted risk assets (Tier 1 capital ratio} X X 7.0% 7.4%
C.3 Regulatory capitalAWeighted risk assets {Total capital ratio} X X 9.2% 9.4%
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Part G — Business combinations concerning companies
or business branches

SECTION 1 - OPERATIONS CARRIED OUT DURING THE YEAR

During 2008, the Group carried out several business combination operations mainly regarding the acquisition of majority shares in for-
eign banks.

1.1 Business combinations

fEmif}

Company name Date of Cost of Y%  Netinterest and Net profit (loss) Net profit (koss)
Hansaction ransaction interest other banking for the year at the date of

{u} (hy {<) incorne {cd} (e} acquisition (f}

1. Banca Halo Albanese 10/52006 35 80% (1) {4 1
2. Panonska Banka 24/11/2006 122 87.39% 10 - -
3. Bank of Alexandria 121272006 1,21 80% 3N 24 -
4. Cassa dei Risparmi di Forli 28/12/2006 - 38.25% 123 13 -

{a) Date of transaction is internxfed as the effective date of acquisition ot control.

th} Cost inciudes ancillary charges

{c} Percentage of share acquired with voting rights at ordinary shareholders' meeting (cl. Explanatory Notes, Part A - Stope of Consofidation).
{cf Net interest an? other hanking income (caption 120 of the statement of incorne} for all 2006.

{e} Profittloss recorded by the investee company for all 2006.

) Profitlioss recorded by the investee company atter the date of acquisition, included in the Group's resulfts.

1.2 Other information on business combinations

1.2.1 Annual changes in goodwill

As set forth in the table, the acquisition operations carried out during the year led to the recording of goodwill for a total of 1,267 mil-
lion euro; the most significant part of this goodwill can be attributed to the acquisition of control of the Bank of Alexandria (1,044 mil-

lion euio).

For the purpese of carrying out impairment tests, the goodwill arising during the year and that already recorded in the financial state-
ments has been allocated 1o the business segments as illustrated below:

(/mil}

311272006 311272005
Banking 1,984 727
Bank of Alexandria 1,044 -
Banco di Napoli 636 636
Panonska Banka 95 -
Cassa dei Risparmi di Forli %0 -
Banka Koper 57 57
Barka Italo Albanese 38 -
Gruppo Cardine 1 11
Inter-Europa Bank
Banca Popolare dell'Adriatico 4 4
IMI Investimenti (former Sanpacio IMI Private Equity)
Cther 7 7
Savings and Assurance 29 29
Noricum 24 24
Eptaconcors 5 5

Total 2,023 756
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1.2.2 Other information

The book values, determined in compliance with the IFRS immediately prior to the business combination, and the fair values of the com-
panies acquired are set forth below.

eztmi)
Assets/ Labitities Book value Fair Value
Banca Panonska Bank of Cassa dei Banca Panonska Bank of Cassa dei
Itale Banca  Alexandria Resparmi {take Banca  Alexardria REparmi
Albanese di Forfi Albanese di Fori
Assets
Financial assets 56 43 989 16 56 43 989 46
Loans to banks 59 28 1,944 351 59 28 1,944 361
Loans {o customers 27 117 1,170 2,613 27 117 1,170 2,698
Equity sharehaldings - - - - - - - -
Tangible assets 3 11 69 59 3 11 69 59
intangible assets - - - - - - - .
Qther assets 2 4 109 51 2 4 109 51
Total assets 147 203 4,281 3,130 147 203 4,281 3,215
Liabilities
Due to banks 3 26 244 489 3 26 244 488
Due to customers 134 135 3,492 1,12¢ 134 135 3,492 1,129
Securities issued 1 2 - 1,233 1 2 - 1,227
Financial liabilities - - - 3 - - - 3
Other liabilities and provisions for risks 2 9 262 62 2 g 262 a3
Net shareholders' equity 7 27 227 82 7 27 227 105
Minority interest - 4 56 132 - 4 56 170
Total liabilities and shareholders’ equity 147 203 4,281 3,130 147 203 4,281 3,215

Banca Halo Albanese

On 10 May 2006, subsequent to the fulfillment of the conditions provided for by the Share Purchase Agreement signed by SAN-
PACLO IMI, Capitalia, and the Ministry of Finance of the Republic of Albania on 7 December 2005, the transfer of 124 shares in
Banca Italo Albanese SH.A., equal to 80% of the share capital, was finalized. The total purchase price amounted to 44.5 millien dol-
tars, equivalent to 34.7 million euro at 10 May 2006. No ancitlary charges were capitalized.

In conjunction with the finalization of the Share Purchase Agreement, SANPAOLO IMI signed a put and call agreement with the
mingrity shareholder (the EBRD - European Bank for Reconstruction and Development), for the swap of the shares held by the lat-
ter, equal to 20% of share capital, 10 be exercised by 31 January 2009. The exercise price will be determined based on the compa-
ny's profits and the cash flows paid by the company, compared with three times the net asset value of the same at the transaction
date. In any event, the price determined using this method may not be less than 8.7 million dollass.

On 5 July 2006, SANPAOLO IMI signed a contract to cede 3.9% of the Banca ltalo Albanese capital to Simesi, the ltalian company
for businesses abroad. The transfer price amounted to 1.7 million euro. Also in this case, put and call agreements were signed for
the purchase of the transferred share.

The initial consolidation was carried out using the first available account statements, those as of 30 June 2006, after verifying that
the equity and income differences between the accounts at the two dates were irrelevant in terms of the consolidated financial state-
ments. The amount of the price paid which exceeded the book values of the assets and liabilities (already aligned at fair value) was
allocated to goodwill, equal to 38 million euro.

Pancnska Banka

On 28 july 2008, SANPAOLO IMI signed an agreement for the acquisiticn of an 87.39% equity shareholding in Panonska Banka from
the Serbian Ministry of Finance. This agreement was finalized on 24 November 2006, with the payment of 122 mitllion auro, in addi-
tion to 0.5 million eurc of ancillary charges. Following the tinalization of the agreement, SANPACLO IM! committed to the launch,
within 12Q days from the date of closing. undertook the commitment to launch a voluntary public offer on the residual shares under
the same conditions envisaged for the purchase of 87.35%. Should the public offer not be authorized because the offer price is
lower than the stock market price determined on the basis of the legal requirements, SANPAOLC IM! would be released from any
obligation.
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The initial consolidation was carried out using the first available account statements, those as of 31 December 2006, after verifying that
the equity and income differences between the accounts at the two dates were irrelevant in terms of the consclidated financial state-
ments. The amount of the price paid which exceeded the book values of the assets and liabilities {previously aligned at fair value) was
allocated 1o goodwill, equal to 95 million euro.

Bank of Alexandria

Follovsing the conciusion of the privatization process begun by the Egyptian Ministry of Finance on 17 October 2006, SANPACLC IMI final-
ized the acquisition of 80% of the share capital of Bank of Alexandria, the third-largest Egyptian bank. The purchase agreement was
signed on 31 October 2006, while payment was made on 8 November 2006, for a total of 1,612.8 million dollars, equal to 1,269.6 euro,
to which must be added 1.6 million euro in ancillary charges. The 128 million shares, object of the transaction, were exchanged on 12
December 2006.

The initial consolidation was carried out using the first available account statements, those as of 31 Decemnber 2006, after verifying that
the equity and income differences between the accounts at the two dates were irrelevant in terms of the consclidated financial state-
ments, The amount of the price paid which exceeded the book values of the assets and liabilities {(previousty aligned at fair value) was
allocatecd to goodwill, equal 1o 1,044 miliion euro.

Cassa dei Risparmi di Forli

The purchase contract for Cassa dei Risparmi di forli S.p. A, executed on 29 November 2000, provides that SANPACLO IMI transfer to the
Fondazione Cassa dei Risparmi di Forll a put option for a maximum number of ordinary shares representing 51.35% of the share capital,
exercisable in several tranches, at the unit price of 8.11 eure per share for the first two tranches and at a price determined with reference
to the fair market value for the remaining tranches. On 31 Decembes 2006, Fondazione Cassa dei Risparmi di Forli had executed the first
two tranches, allowing SANPAOLO IMI to obtain a shareholding of 38.25%.

On 28 December 2006, SANPAOLO M and Fondazione Cassa dei Risparmi di Forll expanded the Agreements previously in force which,
as a whole, aimed at initiating the process of integrating the Romagna area distribution networks of the SANPAOLO IMI Group and those
of Cassa dei Risparmi di Forli S.p.A., known as the “Romagna Project”. This expansion confirmed the aforementioned put option and
ensures that SANPAOLO IMI will obtain a shareholding of no fess than 51% of the share capital of Cassa.

In the light of the certainty of reaching a controiling shareholding and the progress of the phases of the “Romagna Project”, it is consid-
ered that the type of SANPAQLO IMI's controf over Cassa dei Risparmi di Forli has changed from "joint control” to "excdlusive control”.
Thus, Cassa det Risparmi di Forli has been included in the scope of line-by-line consolidation, and the positive difference in shareholders’
equity existing at 28 December 2006, equal to 66 million euro, has been reclassified under goodwill. Thus, the total goodwill has been
reclassified. Taking existing options into account, it amounted to S0 million euro.

On 1 March 2007, the Shareholders’ Meeting of Cassa dei Risparmi di Forli $.p.A. formally approved the amendments to the articles of
association, following the entrance into the Intesa Sanpaclo Group. Subsequently, the company name was changed to Cassa dei Risparmi
di Forli e della Romagna 5.p.A,

Other

For the purpose of completeness, it is noted that the following operations were also executed:

» on 30 September 2006, £urizon Financial Group finalized the acquisition of 100% of the share capital of the Isyde Group, which is spe-
cialized in providing IT services to insurance companies. This group has not been induded in the scope of line-by-line consolidation,
given its insignificant impact on the consolidated financial statements;

* on 19 December 2006, Banca Ml finalized the acquisition of 50% of the share capital of TLX S.p.A., a company which organizes and
manages markets for the trading of financial instruments in relation to irvestment needs of non-professional investors. The company
was evaluated using the equity method.

SECTION 2 - OPERATIONS CARRIED OUT AFTER THE CLOSING OF THE YEAR

2.1 Business combinations

On 28 December, the merger between SANPAOLO IMI and Banca Intesa was completed, with legal, accounting and tax effect from 1
January 2007, and gave rise 1o the new Intesa Sanpaole Group. The operation was accounted for according to the rules of IFRS 3
“Busingss combinations”, and identified Banca Intesa as the merging company.
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Part H — Transactions with related parties

Transparency procedures

SANPAOLO IMIidentified the Bank’s related parties and defined a Group procedure for decisions regarding transactions with such parties,
aimed at establishing specific competencies and responsibilities, as well as showing the information flows between the Bank structures
and its direct and indirect subsidiaries.

Under the procedure, and in line with the provisions of the Disciplinary Code, transactions with related parties deemed significant on the
basis of analytical thresholds, depending on the type of transaction and counterparty, and reported to the Parent Bank were resolved on
by the Board of Directors, following examination by the Technical Audit Committee. According to this procedure the significant transac-
tions undertaken by the subsidiaries with the Parent Bank's related parties were resolved upon by the Board of Directors of the subsidiary
company, which had to submit the proposal in advance to ensure its conformity with the Parent Bank.

In addition to observing the specific decision-making procedure, the Parent Bank structures and the subsidiaries which initiated transac-
tions with related parties had to submit a quarterly report so that the Bank ¢ould fulfill the obiigations of art. 150 of D.Lgs. 58/1998 (on
the subject of reporting to the Board of Statutory Auditors) and hac to fulfill the immediate or pericdic reporting requirements in relation
to the market. In particular, the market was advised of transactions that were individually significant pursuant to art. 71 bis of Consob
Resolution 11971 of 14 May 1999.

The preliminary stage of the transactions to be undertaken with relaied parties followed the same process as granting loans reserved for
other non-related parties with the same credit rating. Infra-group financing was subject to specific limits, in order to comply with the
supervisory regulations of the Bank of ltaly.

With regard to transactions with entities that carried out functions of management, administration and control of the Bank, in addition
to the application of art. 2391 of the ltalian Civil Code, the special regulations on the obligations of banking representatives set forth in
art, 136 of D.Lgs. no. 385/1993 and the Surveillance Instructions {Consolidated Banking Law) also applied; they required, in any case, the
priot unanimous approval by the Board of Directors, and the unanimous approval of the Board of Statutory Auditors. Those who carried
out administrative, management and control functions at Group banks or companies could not undertake obligations or acts of buying
or seliing, directly or indirectly, with the relevant company, or undertake financial transactions with another Group company or bank with-
out a decision by the appropriate bodies of the contracting company or bank, taken as set forth above. In these cases, furthermore, the
obligation or act had to have the approval of the Parent Bank issued by the Board of Directors.

1. Information on remuneration of directors and executives

Given the organizational structure in 2006, and pursuant to IAS 24, the Bank decided to include within “executives with strategic respon-
sibilities™ (hereafter “Key Managers”) Directors, Statutory Auditors, the General Manager of the Parent Bank, the Managers of the
Divisions and central structures of the Parent Bank reporting directly to the Managing Director or General Manager, as well as the Manager

of the Savings and Assurance business sector due to its particular importance at the consolidated level.

Below are the principal benefits recognized by the group 1o the Key Managers under the various forms summarized in the table.

(eami)

2006 2005
Short-term benefits (1) (2) 31 23
Post-retirement benefits (3) 1 1
Other long-term benefits {4} - -
Employee termination indemnity {5) 4 1
Stock option plans {(6) 4 1
Other remuneration (7) 1 ]
Total remuneration paid to executives with strategic responsibifities 41 27

(1) Includes fixed and variable fees of directors that may be assirmilated with cost of work and with social secuntty charges paid by the company for its emnployees.

{2) The figure relating to last year's fees s not cornparable on a consistent basis with that for 2006: the structura! renrganization of SANPAOLO M in the serond half
of 2005 led ta changes in the group of Key Managers, impacting the total amount of short-tertn benelits anly tor the last 6 months of 2005,

{3} Includes company contribution to pension funds and allacation to employee terrnination indernnity pursuant (o legisiation and cormpany requlations.

{4) Includes estimate of allocations for fength of service awards for employess.

{8} Includes fees paid for early retirement incentive.

{6} Includes cost for stock option plans detenined orr the basis of IFRS 2 ciiteria and charyed to the staterent of income for the year.

(7) Refers to compensation pasd to members of the Board of Audtors.

2N
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The break-down of remuneration 1o Directors, Auditors and the General Manager, and, in aggregate form, to Key Managers (Art. 78 of
Consob Resolution 11971/99) in addition to the stock option plan for Directors, General Managers and Key Managers, is shown in Part
H of the Explanatory Notes to the Parent Bank Financial Statements.

The shares in the Parent Bank and the subsidiaries held by the Directors, Statutory Auditors, General Manager of the Parent Bank and Key
Managers as well as other entities pursuant to clause 79 of Consob Resolution 11971/5¢, are detailed in the table set out in Part H of the
Explanatory Notes to the Parent Bank financial statements.

2. informatlon on transactions with related parties
2.1 Transactions of atypical and/or unusual nature

In 2006, no transactions of "atypical or unusual nature” were carried cut by the Group, the relevance/importance of which might give
rise to doubts with regard to the safety of the net shareholders’ equity or the protection of minority interests, either with related parties
or with persons other than related parties.

2.2 Transactions of ordinary or recurrent nature

Ordinary or usual transactions entered into with related parties fall within the scope of the Group's ordinary activities and are usually
entered into at market conditions, based on valuations of mutual economic convenience, in ling with the internal procedures mentioned
above. Transactions with infra-Group related parties, as they are not part of the consolidated financial statements, are not included in this

report.

Recefvable and payable balances with related parties at 31 December 2006, within the consolidated accounts, amount to a total that is
insignificant compared to the size of the Group's equity. The weight of income and charges with related parties on consolidated man-
agement is equally insignificant.

In 2006 there were no provisions for doubtful loans related to balances in existence with related parties and no losses registered in the
year in connection with uncollectable or doubtful loans due from related parties. Furthermore, pravisions for risks and charges include the
provisions made against any outstanding or probable disputes.

The following tables report the weight of transactions with related parties, as classified by I1AS 24, on the balance sheet situation and eco-
nomic results of the Group.

31272006 .

Amourst (€/mil} Impagt” .
Total financial assets 1,494 0.5%
Total other assets 3 0.0%
Total financial liabilities 1,076 0.5%
Total other liabilities 1 0.0%

2006

Amount {€mi) Impact
Total interest income 55 0.6%
Total interest expense {39) 0.7%
Total commission income 11 0.3%
Total comimission expense - 0.C%
Total operating costs (81) 1.6%

Below are the principal terms of reference of the opesations of each category of related party, on the basis of the entities indicated in 1AS
24, net of infra-group operations; the paragraph above has infarmation on payments to directors and management.
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2.2.1 Transactions with shargholders

Being connected to the ownership structure of SANPAQLQO IMI and to the shareholders’ agreements entered into on 21 April 2004, while
excluding a check, even joint, on the individual sharehalders that were parties to those agreements, nonetheless, opting for maximum
transparency, the parties to those agreements were included in the list of related parties, as it was not possible to exclude the recon-
struction of a position of "significant influence” on the Bank involving those parties, This resulted in the inclusion of entities that exercise
cantrol on the important shareholders as well as, with reference to the investment relationships of the important shareholders, the par-
ties controlled by the significant shareholders since they are subject to their direction, when they make any significant transactions,

The transactions with those shareholders fail under the Group's ordinary activity and are entered into at the same market conditions
applied to other non-related parties enjoying the same credit rating.

The foliowing table summarizes the relationships with Shareholders at 31 December 2006 and the economic effects of the transactions
undertaken during the year,

{&mip

Sharet:okiers 31122006 3171202005
Total financial assets 480 132
Total other assets - -
Total financia! liabilities 592 126
Total other liabilities - -
Total guarantees granted 105 ==
Total commitments 154 ==
Total interest income 18

Jotal interest expense (22) (3}
Total commission income 2 -

Total commission expense - -

Tota! operating costs - -

Total adjusiments to financial assets - -

Total other revenues ] -
Total other costs m -

2.2.2 Transactions with Kay Managers

The relations between the SANPAOLO IMI Group and Key Managers occur within the normal activities of the Group and are entered into
by applying, where appropriate, the agreements made available to all employees, and mazintaining complete transparency; ar, in retation
to independent representatives with whom there is a fixed-term contract in place, applying the conditions available to consultants of the
same standing, in full observance of the relevant laws.

The following table summarizes the relationships in place at 31 December 2006 with Key Managers, and the economic effects of the
financial period, including what is set out in the previous chapter on the payments to directors and managers.

€/mif
Key Managers (1) 31/12/2006 3111272005
Total financial assets 1 1
Total other assets - -
Total financial liabilities 3 =]

Jotal other liabilities - -

Total guarantees granted - ==

total commitments - ==

Total interest income - -

Total interest expense - -

Total commission income - -

Total cormnmission expense - -
Total operating costs (41) (27
Total adjustments to financial assets - -

Total other revenues - -
Total other costs - -

(1) The figure for operating costs for the last year cannct be compared homogeneously with that for 2006 because of the reorgnization of tha SANPACGLO M1 struc-
ture in the second half of 2005 which led to a broadening of the pool of Key Managers.
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2.2.2 Transactions with subsidiaries not consolidaied line-by-fine

It should be noted that transactions with subsidiaries not consolidated line-by-line are attributable to the ordinary internal operations of

a multifunctional banking company.

(€/mif)

Subrsidiary cornpanies not consiliated line-by-hne

31/12/2006

311272005

Tota! financial assets

28

40

Total other assets

Total financial liabilities

25

Total other liabiiities

Total guarantees granted

Total commitments

Total interest income

Total interest expense

Total commission income

Total commission expense

Total operating costs

Total adjustments to financial assets

Total other revenues

Total other costs

For the purpose of completeness, 450 million euro in foans {not included in the above table) in refation to Societd per la gestione di attiv-
ita (SGA), over which the Bank does not exercise control, though it is wholty-owned, as the shares held were pledged with voting rights
to the ltalian Treasury, should be mentioned. Furthermore, there are debts of 129 million euro due to Isveimer and 15 million euro to Sga

(not included in the table).

The list of the non-consolidated companies and of the companies subject ta significant influence as at 31 December 2006 is given in the

Explanatory Notes to the Consolidated Financial Statements (Part B — Section 10).

2.2 4 Transaciions with associated companies

It should be noted that transactions with associated companies are attributable to the ordinary internal operations of a muitifunctional

banking company.

(€:/mil)
Assockted companies 311122006 31/12/2005
Total financial assets 960 756
Total other assets 3 -
Total financial liabilities 180 117
Total other liabilities 1 -
Total guarantees granted 414 ==
Total commitments 195 ==
Total interest income 34 20
Total interest expense &) )]
Total cormnmission income B 1
Total commission expense - -
Tota! operating ¢osts (2) -
Total other revenues 30 -
Total other costs (t6) -

2.2.5 Transactions with joint ventures

At 31 December 2006 there were no significant relations with joint venture companies nor were there significant economic effects relat-

ing to these entities.
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2.2.6 Transactions with other ralated parties

The following table summarizes the relationships with other related parties.

{€imif)

Qther relited parties 311272006 311272008
Total financial assets 15 591
Total other assets - -
Total financial liabilities 276 626
Total other lighilities

Total guarantees granted 2 ==
Total commitments - ==
Total interest income 1

Total interest expense (4) (4)

Tetal commission income - -

Total commission expense - -
Total operating costs {38) “an

Total adjustments to financial assets - -

Total other revenues - .

Total other costs - -

2.3 Significant transactions
During the year no significant transactions were entered into with related parties.

Howvever, the following are the main transactions concluded in 2006 by the Parent Bank or by subsidiaries with related parties:
* on 8 February 2006 SANPAOLO IMI soid its 2.2% equity shareholding in Aeroporto G, Marconi of Bologna to IMI Investimenti for 3.5
million euro and realized a capital gain of 3.3 million eurc. This exchange, which is part of the Group’s efforts towards rationalization
of its equity shareholding porticlio, was based on criteria of fairness provided for by regulations governing infra-group operations
between related parties, with particular reliance on the market multiple method for comparable companies. On 21 December, IM!
Investimenti transferred to the associated company Aeroporti Holding S.rl., for a consideration of 5.2 million euro, the equity share-
holding in Aeroporto Guglielmo Marconi of Bologna (AdB), equal to 2.198% of the share capital. This transaction, which resulted in
capital gains of 1.2 million euro, is affected by the resolutive condition of the exercise of the pre-emption right by the other share-
holders. 8efore this transfer, iMl Investimenti subscribed a paid capita! increase of the company for 0.54 million euro. The transfer was
carried aut at a unit price per share (B.065 euro} equal to the weighted average of the subscription price of the recent share capita!
increase (6.0 eurc) and the auction price (8.4 euro); the price at which, in july 2006, Aeroporti Holding was awarded 5% of the share-
hotding of AdB;

on 25 May 2006, the subsidiary Sanpaolo IMI Internazionale (Spimint} stipulated the extension of an option agreement with Holnet BV

(a company within the Santander Group), regarding the 9.9% share held by Holnet in the Hungarian bank Inter-Eurépa Bank {IEB), con-

trolied by Spimint with a share of 85.86%. The extension specifically involved:

- a put option, which can be used in June 2006 {now June 2007) by Holnet in relation to Spimint at a price equal to the considera-
tion of the public offer launched by the SANPAOLO IMI Group on the Hungarian bank, increased by the pro-rata share of retained
earnings;

- a call option which can be used in July 2006 {nows July 2007) by Spimint in relation to Holnet, at the same strike price.
The transaction was settled under fairness conditions (the waiver of the pro rata share of profits on the shares subject to the option, as
provided by the call, is substantially offset for SANPAOLO IMI, by the benefits deriving from the use of liquidity from alternative finan-
cial investments, net of the cost of allocated capital, The terms for the put option are similar),
on 27 June 2006 SANPAOLD IMI sold its 12.33% eguity shareholding in Centro Leasing to Banca CR Firenze S.p.A. for a consideration
of 21.2 million euro and realized a capital gain of 6.6 million euro, The operation was finalized under conditions of fairness (the trans-
fer price was egqual to the withdrawal price formally approved by the company officers upon its transformation into a bank, determined
on the basis of a valuation prepared by an independent expert);
on 25 July 2006, LDV Holding BV increased its share (9.09%) previously held in Azimut Benetti S.p.A. through the acquisition of an
equity shareholding {2.74%) of the associated company Sanpaolo IMI Private Equity Scheme BV - an investment vehicle for the closed-
end fund Sanpaolo IMI Private Equity Fund 1 — in which the sub-group Sanpaolo IMI Private Equity holds a share of 43.5%. In the
absence of market transactions on this security, the price (23.3 million eurc) was equated to a “{air market value” determined based
on the 100% valuation of the equity of Azimut at 850 million euro, corresponding to the value resulting from the rnost recent period-
ic reports to investors in the Fund, and determined by applying the EVCA principles generally used in the sector for calculating the value
of private equity portfolios;

on 18 September 2006, in line with the duties assigned to Sanpaolo IMI International S.A. as a vehicle for managing foreign minority

shareholdings, in execution of Board of Directors’ resolution of 4 july, the transfer from the Parent Bank 1o the Luxemburg subsidiary
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of the investments in Ixis Asset Management Group (IAMG, 9.25%) and Ixis Corporate & Investment Bank {(JCIB, 2.45%) at a total price
of 506 million euro. The transaction was carried out at fair conditions, as certified by the assigned advisor, in line with the valuations
of the companies performed in order to transfer the shares held by CNCE to Natlxis, within the process of ¢reating Natixis {organiza-
tion created in order to integrate the investment banking activities of Groupe Caisse d'Epargne and Groupe Banque Populaire). This dis-
posal allowed SANPAOLQO IMI to realize capital gains totaling 228 million euro. On 17 Novenber 2005, the equity investments in ques-
tion were transferred to Caisse Nationale des Caisses d'Epargne and to SNC Champion {Banque Populaire Group), in equal measure

(50%) at the price of 506 million, in line with the bock value. On the same date, Sanpaclo IMI International SA and the two French

counterparties, CNCE and SNC Champicn, signed an agreement for the purchase of Natlxis shares for a total of 400 million euro, and

the partial reinvestment of the revenues deriving from the transfer. The purchase price of the eguity shareholding amounted 1o 19.55

euro per share, calculated within the global public offer which ended on 1 December, with the definitive allocation of the securities.

Sanpaolo IMI International entered the capital of Natlxs, with a share of 1.68%, as a stable shareholder as a result of the commitment

not to dispose of the shares until 31 March 2008, followed by a commitment, until December 2009, of best effort in carrying out any

disinvestment, using methods aimed at minimizing any impact on share performance;

an 22 December 2008, in line with the above acquisition of equity shareholdings in Azimut Benetti S.p.A., IMI Investimenti finalized

the acquisition, from the vehicle company Sanpaclo IMI Private Equity Scheme BV (SIPES), of the remaining assets of the closed-end

fund Sanpaolo IM! Private Equity Fund 1 {Fondo SIPEF I}, comprising minority shareholdings in the companies Cattleya S.p.A. {5.80%),

and Praxis Calcolo S.p.A. (14.23%) for a consideration of 5.8 million euro. In the absence of market transactions on this security, the

price was determined based on the fair market value, corresponding to the value resulting from the most recent periodic reports to
investors in the Fund. These disposals fall within the process of disinvestment of the assets of the SIPEF Fund, in view of its nearing lig-

uidation. The last acquisition of this Fund, in January 2007, involved a 12.95% share in Mecaer S.p.A;

in December 2006, SANPACLO M recognized to ex-minority shareholders of IMI Investimenti (who, in 2002, acquired their respective

share packages for a total shareholding of 49%) the price adjustment set forth in the agreements previously subscribed. The recipients

of this adjustrents were, among others, the Compagnia di Sanpaolo (30 million eurc), Cassa di Risparmic di Firenze (3.7 million euro)
and Petrofifera Italo Rumena (1.3 million euro). it should be noted that the price adjustment clause was included in the agreements as

IMI trvestimenti heid an 8% equity sharehoiding in “Hutchinson 3G ltalia” (H3G, now "3 halia”), a company in the start-up phase for

which it was not possible to agree on a shared valuation as of 2002. With the approval of the 3 Iltalia” Financial Statements 2005, the

company valuation procedure set forth in the agreements wras initiated. [n order to agree on a valuation, the parties used the consult-

ing services of independent advisors. This operation led to the increase of 37.4 miliion in the value of the equity shareholding in IMI

Investimenti in the finandal statements of SANPAOLO IM§;

on 22 December 2006, Cassa di Risparmio di Padova e Rovigo transferred:

- to Fondazione Cassa di Risparmio di Padova e Rovigo 264 owned works of art at the price of 3.65 million euro, gross of taxes. The
transferred works of art were appraised by an external expert in Milan upon the valuation of the Group's art assets;

- to Auxilia S.p.A. (subsidiary of Fondazione Cassa di Risparmio di Padova e Rovigo) the following real estate: Palazzo del Monte di
Pietd in Padova; Palazzo Roncale and a portion of Palazzo Cezza in Rovigo. The consideration paid was determined at 11.75 millien
euro, in addition to VAT, corresponding to the appraisai value ascertained by the external expert in Milan upon the valuation of the
Group’s real estate assets.

For information on the governance of SANPAQLO 1M, as performed during 2006, and the company bodies in office until 31 December
2006, as well as for an illustration of the new governance system (dualistic system) adopted by Intesa Sanpaolo, the merging company
of SANPAOLO IMI efiective from 1 January 2007, and for the break-down of Company Bodies starting from this date, as well as for the
news shareholder structure, see the separate Report on Corporate Governance.
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Part | - Payment agreements based on own financial instruments
A. QUALITATIVE INFORMATION
1. Description of payment agreements based on own equity securities

SANPAGLO IMI 5.BA.

Stock options

At the Shareholders” Meeting of 31 July 1998, the shareholders authorized the Board of Directors to implement plans for a stock aption
program for Group executives, by raising increases in paid capital of up to a maximum amount subsequently defined as 40 million euro,
corresponding to 14,285,714 shares,

By virtue of this authorization the Board of Directors resolved the following (in addition to a stock option plan in 1999 and another in

2000):

= on December 18 2001 a stock option plan, assigning 171 Group executives, of which about 40 were employed by subsidiaries,
4,030,000 rights, exercisable after the dividend issue for 2003 and not after 31 March 2008, at a price of 12.7229 euro.

At the Shareholders’ Meeting of 30 April 2002, the shareholders renewed the Board of Directors’ authorization to implement plans for
stock option programs for Group executives, by raising increases in paid capital of up to a maximum amount of 51,440,648 euro, corre-
sponding to 18,371,660 shares.

By virtue of this authorization the Board of Directors:

*+ on 17 December 2002 launched a new stock option plan, assigning 291 Group executives, of which 77 were employed by subsidiaries,
according to the role they occupy, 8,280,000 rights, exercisable after the dividend issue for the 2004 and not after 31 March 2007
{extended to 15 May 2007 by resalution of the Board of Directors on 25 January 2005), at a price of 7.1264 euro;

* On 14 November 2005 launched a new stock option plan, assigning the related rights to 48 executives who cover key positions with-
in the Group and who have a strong influence on the strategic decisions aimed at the achievement of the Industriat Plan objectives and
at increasing the value of the Group. The 2008-2008 plan includes the assignment of 8,650,000 rights exercisable after the dividend
issue for 2008 and not after April 30, 2012, at an exercise price of 12.3074 euro.

It should also be noted that, on 14 May 2002, the Beard of Directors launched a stock eption plan for the Chairman and the Managing
Directors, for the three-year period 2001-2003, on the basis of the authority granted by the ordinary shareholders’ meeting held on 30
April 2002 to use own shares to serve said plan.

The plan envisaged the allocation of 1,650,000 rights (own shares) exercisable, at a price of 12.6244 euro, as from the date of the dividend
issue for 2003 and in any event not beyond 15 May 2006. This latter deadline was then extended by a resolution of the Board of Directars
on 25 January 2005 (previous deadline 31 March 20086). In this regard, please refer to Part H of the Parent Bank’s Explanatory Notes.

Stock granting

In 2002, the Board of Directors approved the first bonus assignment transaction (stock granting) on SANPAOLO IMI shares granted to all
the staff of the Parent Bank on the payroll as of 27 June 2002,

In 2003, a second bonus assignment transaction was carried out, granting shares to employees of the Bark. The plan, in which partici-
pation was voluntary, was linked to the 2002 Productivity Bonus, disbursed in 2003. The shares were made available from 28 June 2006.

In 2008, a third bonus assignment transaction was carried out, assigning shares to personnel of the Bank with open-ended contracis
employed at the date of the promotion of the plan (9 June 2008), linked to the 2005 Productivity Bonus, determined based on the eco-
nomic and profitability results achieved in 2005, subsequently disbursed in June 2006.

Subscription to the plan was voluntary and covered the gratuitous assignment of SANPAQLO IMI shares (untouchable for three years), to
a value linked to the position held at 31 December 2005,

As stipulated in the Plan Regulations, shares have been attributed according 1o the normal fiscal value (13.7071 euro), equal to the math-
ematical average of the official share price in the period 27 June - 26 July 2006,

The transaction was conduded at the end of July and aseribed to the 24,246 employees of the Commercial Banks who subscribed to the
plan {73% of those with the right to subscribe) some 2.3 million shares, corresponding to a total value of around 32 million euro.
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The transaction will be repeated once again in 2007 involving the same voluntary subscription formalities, and will be targeted to all the
employees of the former SANPAOLO IMI with open-ended, induction and apprenticeship contracts,

The 2007 plan will be linked with the Productivity Bonius 2006, and will be carried out through the same method of gratuitous assign-

ment of SANPAOLO IMI shares, untouchable for three years, to all employees of the Commercial Banks of the former SANPAOLO IMI
Group subscribing to the plan.

BANCA FIDEURAM S.P.A.

Stock options
Regarding the subsidiary Banca Fideuram, the following should be noted.

On 16 December 2003, the Board of Directors approved a stack option program that assigns, to Banca Fideuram Group's Private Bankers,
options to buy Banca Fideuram shares, at the ratio of cne option per share, at a unit price, reestablished following the split with Fideuram
Vita, of 4.43 euro. This program closed in December 2005 and involved the assigning of 2,341,727 Banca Fideuram shares to Private
Bankers of that bank and of the subsidiary Sanpaclc Invest.

On 16 March 2005, the Board of Directors approved a new stock option program for the three-year period 2005-2007 in favor of the

Private Bankers of Banca Fideuram Group, the main elements of which are given below:

+ the plan involves the assigning of options to buy, at the ratio of one share per option, the Bank’s own shares which were bought by
virtue of the authorizations approved by the Ordinary Shareholders’ Meetings. On the basis of calculated estimates, the number of own
shares which are destined for the 2005-2007 program has been fixed at around 5-6 million;

+ the exercise price of the options for the 2005-2007 program has been established, for all recipients, at 4.074 euro;

+ the number of options assigned to each recipient has been determined based on the three-year monetary bonus set forth in the incen-
tive plan 2005-2007; more specifically, the number of options assigned, if multiplied by the exercise price, result in a value equal ta
35% of the bonus;

» each recipient of the plan may exercise the options in the period from 1 June 2008 to 23 December 2008, provided that the recipient:
- has achieved their individual three-year target set for the disbursement of the cash bonus;

- is still an employee at the date of exercising the options;
* no loans or other incentives are provided for the recipients of the stock option plan.

On 26 tuly 2006, the Board of Directors of Banca Fideuram resolved to extend the expiry of the incentive plan 2005-2007 te 2008, grant-
ing power of attorney to the Managing Director to redefine the terms of the stock option plan.

B. QUANTITATIVE INFORMATION

1. Annual changes

In compliance with the provisions of IFRS 2, the following table gives information on the evolution and details of the stock option pro-
grams of SANPACLC IMI Group for 2005 and 2006.
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SANPAOLO IMI S.PA,

Evolution of stock option plans in 2006

Number of shares

Average exerdse

Warket price

price (€) {€)
Rights existing as at 1/1/2006 15,305,500 12.2362 13.201 (&)
Rights exercised in 2006 (b} (5,586,500) 12.1763 -
Rights expired in 2006 {c) - - -
Rights annulled in 2006 (d) - - -
Rights assigned in 2006 . - -
Rights existing as at 31/12/2006 9,718,900 12.2707 17.624 (e)

Of which: exercisable as at 31/12/2006 {f)

(@) Official reference prico as at 30112/2005.

(b} includes the exercise: of rights related to the 2001/2003 plan by the former Chaimnan and Managing Directors that was regulated by the assignment of 1,650,000

owrt shares,
{c} Conceming rights no longer exercisable following expiry of exercising deadline,
{ef) Conceming aghts no longer exescisable following termination of amployment.
{et Official relerence price as at 29/12/3006.

{f) The excrisse of these rights s pennitted within spedific time periods; 31 December 2006 didd not falf within these proscribed periocs. At this date, 68,900 nights

had already imatured to the point where they could he exercised, at a price of 7.1264 eurv. The expiry date of these rights is set at May 2007.

Evolution of stock option plans in 2005

Nurnber of shares

Avetage exerase

Market price

pree (€) (€)
Rights existing as at 1/1/2005 16,523,270 10.6955 10.600 (a)
Rights exercised in 2005 (7,694,500) 7.3373 -
Rights expired in 2005 (b} {3,093,270) 16.4557 -
Rights annulled in 2005 {c) {80,000) 10.6242 -
Rights assigned in 2005 2,650,000 12.3074 -
Rights existing as at 31/12/2005 15,305,500 12.2362 13.201 (d)
Of which: exercisable as at 31/12/2005 - - -
fa} Cthicial refererice price as at 30/12/12004.
(b} Corrceming rights no longer exercisable foflowing expiry of exercising deadline,
fc} Concernimy rights me fonger exercisable following tennination of employment,
(c} Official reference price as at 30/ 12/2005.
Break-down of rights by exercise price and residual maturity
Exercise prices (€) Minium contraciual residual maturity Total of which: exercrable
kiay 2004 - May 2004 - May 2005 - May 2009 - as at 31/12/2006
March 2006 hay 2006 May 2007 April 2012 Total Average
() {b} contraciugl
residual matirity
12.7229 - - - - - - -
12.6244 - - - - - - -
7.1264 - - 68,900 - 68,900 - -
12.3074 - - - 9,650,000 9,650,000 () - -
Total - - 68,900 9,620,000 9,718,900 - -

&) Original expiry March 2006, deferred to May 2006 by resolution of the Board of Directuns on 25 January 2008,
(b} Oriyinal expiry March 2007, Jeferred to May 2007 by resalution of the Board of Directors on 25 January 2005,

) Of which 4,1000,000 rights assigned to Key Managers.
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Exercie prices (€) Minimum contractual residual maturity Total of which: exercisable
My 2004 - May 2004 - May 2005 - May 2009 - as a1 31/12/2005

March 2006 May 2006 May 2007 April 2012 Total Average

{a) by contractual

residual maturity

12.7229 3,420,000 - - - 3,420,000 - -

12.6244 - 1,650,000 - . 1,650,000 - -

7.1264 - - 585,500 - 585,500 - B

12.3074 - - - 9,650,000 9,650,000 (¢ - -

Total 3,420,000 1,650,000 585,500 9,650,000 15,305,500 - -

{a} Onginal expiry March 2006, deferred 1o May 2006 by resolution of the Board of Direclors on 25 January 2005.
) Original expiry March 2007, deferred to May 2007 by resolution of the Board of Directors on 25 January 2005.

e} Of which 4,700,000 rights assigned to Key Managors.

URAM S

The table below gives the evolution of the stock option programs of Banca Fideuram in 2006 and 2005.

Evolution of stock option plans in 2006

31/12/2006

Number of options Average prices Average expiry

A. Opening balance 5,626,203 4.074 June-December 2008

B. Increases - - X

B.1. New issues - - X

B.2. Other changes - - X

C. Decreases - - X

C1. Annulled - - X

C2. Exercised - - X

C3. Expired - - X

C4. Other changes - - X

D. Closing balance 5,626,203 4.074 June-December 2008

E. Options exercisable at the end of the year - - X
Evolution of stock option plans in 2005

31/12/2005

Number of options Avurage prices Average expiry

A. Cpening balance 3,557,695 4.43 June-December 2005

B. Increases 5,626,203 4.074 X

B.1. New issues 5,626,203 4.074 June-December 2008

B.2. Other changes . - X

C. Decreases (3,557,695) 4,43 X

C1. Annulled - - X

C2. Exercised (2,341,727) 4.43 X

(3. Expired - - X

C4. Other changes (1,215,968) 4.43 X

0. Closing balance 5,626,203 4.074 June-December 2008

E. Options exercisable at the end of the year - - X
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Declaration by the Chiel Administralive Offieer

| declare that, pursuant to para. 2 art. 154 bis of D.Lgs. 58/98, the Consolidated Financial Statements correspond to the documentary
results and the accounting books and entries of the Company.

The Chief Administrative Officer

Bruno Picca
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PricewaterhouseCoopers SpA

AUDITORS’ REPORT IN ACCORDANCE WITH ARTICLE 156 OF LAW
DECREE N° 58 DATED 24 FEBRUARY 1998

To the Shareholders of
Intesa Sanpaolio SpA

1 We have audited the consolidated financial statements of Sanpaolo IMI
SpA and its subsidiaries (the “Sanpaolo IMI Group”), which comprise the
balance sheet, statement of income, statement of recognised income and
expense, statement of changes in net shareholders’ equity, statement of
cash flow and the related explanatory notes as of 31 December 2006.
These consolidated financial statements are the responsibility of Intesa
Sanpaolo SpA’s Directors. Our responsibility is to express an opinion on
these consolidated financial statements based on our audit.

2 We conducted our audit in accordance with the auditing standards and
criteria recommended by CONSOB. In accordance with those standards
and criteria, the audit has been planned and performed to obtain the
necessary assurance about whether the consolidated financial statements
are free of material misstatement and, taken as a whole, are reliable. An
audit includes examining, on a sample basis, evidence supporting the
amounts and disclosures in the financial statements, as well as assessing
the appropriateness of the accounting principles used and the
reasonableness of the estimates made by the Directors. We believe that
our audit provides a reasonable basis for our opinion.

The consolidated financial statements present, for comparative purposes,
the prior year corresponding figures. As shown in the consolidated
explanatory notes, the Directors have reclassified the prior year
comparative figures related to the consolidated statement of income in
accordance with the provisions of the International Financial Reporting
Standard IFRS 5; the prior year consolidated statement of income have
been previously audited by us and reference is made to our report dated 11
April 2006. The reclassification process of prior year consolidated statement
of income figures and the information presented in the consolidated
explanatory notes have been examined by us to provide a basis for our
opinion on the consolidated financial statement as of 31 December 2006.
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Imp. Milano 12979880155 Iserita nt no 43 dell'Albo Consob - Ahri Ufficiz Bari 70125 Viule della Repubblica 110 Tel, 0505420863 —~
Bologna 40122 Viadelke Lame 111 Tel 051526611 = Breseia 25124 Via Cefzlonia 70 Tel Q302210811 - Firvenre 50129 Viale Milton 65 Tel.
05544627100 — Geavsa 16121 Piazza Dame 7 Tel, 01020041 — Nupoli 80121 Piazza dei Manini 30'Te). 08136181 — Padova 35137 Largu Eurvpa
16 Tel. (498762677 = Palermo 90141 Via Marchese Ugo 00 Tel. 091349737 - Parma 43100 Viake Tanara 20/A Teb 0521242348 — Roma 00154
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31100 Viale Felissent 90 Tel. 0422696911 - Trieste 34125 Via Cosare Battisti 18 Tel. 0403480731 - Udine 33100 Via Poscolle 43 Tel 043225789 —
Verena 37122 Corse Pomta Nuova 123 1el. 0458002561
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3

In our opinion, the consolidated financial statements of Sanpaolo IMI SpA
as of 31 December 2006 comply with International Financial Reporting
Standards as adopted by the European Union, as well as with the Rules
issued in compliance with art. 9 of D.Lgs n. 38/2005; accordingly, they give
a true and fair view of the financial position, the results of operations, the
changes in net shareholders’ equity and cash flows of Sanpaolo IMi Group
for the year then ended.

As explained in the Report on Group Operations, the merger of Sanpaolo
IMI SpA into Banca Intesa SpA was concluded on 28 December 2006.
Following the merger, which took legal, accounting and taxation effect from
1% January 2007, Sanpaoio IMI SpA transferred to Banca Intesa SpA, now
Intesa Sanpaolo SpA, assets, liabilities and economic result as of 31
December 2006.

Turin, 29 March 2007

PricewaterhouseCoopers SpA

Lorenzo Fini Prato
(Partner)
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RECONCILIATION STATEMENTS OF THE RECLASSIFIED CONSOLIDATED FINANCIAL STATEMENTS
AND THE CONSOLIDATED FINANCIAL STATEMENTS

The reconciliation statements of the reclassified consolidated {inancial statements and the related obligatory financial statements, in com-
pliance with Cansob Communication No. DEM/6064293 of 28 July 2006, are provided below.

(&imil)
ASSETS e BMAZ2006
Fnancial Statements Reckmaified

A. Cash and <ash eguivalents 1,534
caption 10. Cash and cash equivalents 1,534

B. Finencial assets (other than credit and assets held to maturity) 80,437
caption 20. Financial assets held for trading 23,923
caption 30. Financial assets designated as at fair value 20,685
caption 40. Available-for-sale financial assets 35,829

C. Financial assets held to maturity 2,872
caption 50. Financial assets held to maturity 2,872

D. Loans to banks 30,058
caption 60. Loans to banks 30,058

E. Loans to customers 157,800
caption 70. Loans to customers 157,800

F. Hedging derivatives 1,020
caption 80. Hedging derivatives 1,020

G. Fair value changes of generically hedged financial assets (+/-) -
caption 90. Fair value changes of generically hedged financial assets (+/-)

H. Equity shareholdings 893
caption 100, Equity shareholdings 893

L. Technical insurance reserves attributable to reinsurers 46
caption 110. Technical insurance reserves attributable to reinsurers 46

L. Tangible assets 2,951
caption 120. Tangible assets 2,951

M. Goodwill 2,023
caption 130. Intangible assets
of which: goodwill 2,023

N. Other intangible assets 282
caption 130. Intangible assets {excluding goodwilf) 282

Q. Tax assets 2,690
caption 140. Tax assets 2,690

P. Non-current assets and discontinued operations 176
caption 150. Non-current assets and discontinued operations 176

Q. Other assets 5,769
caption 160, Other assets 5,768

Total assets 288,551 288,551
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(E/md)
LIABILITIES _ 3122606

Finandial Statoments Reclassified

A. Due to banks 38,913
caption 10. Due to banks 38,913

B. Due to customers 105,493
caption 20. Due to customers 105,453

C. Securities issued 55,914
caption 30. Securities issued 55,914

D. Financial liabilities held for trading 9,664
caption 40. Financial liabilities held for trading 9,664

| E. Financial liabilities designated as at fair value 26,157
i caption 50. Financial liabilities designated as at fair value 26,157

| F. Hedging derivatives 1,019
caption 60. Hedging derivatives 1,019

G. Fair value changes of generically hedged financial liabilities (+/-) -97
caption 70. Fair value changes of generically hedged financial liabilities {(+/-) -97

H. Tax liabilities 968
caption 80. Tax liabilities 969

I. Liabilities on discontinued operations 165
caption 90. Liabilities on discontinued operations 165

L. Other liabilities 9,949
caption 100. Other liabilities 9,949

M. Provisions for risks and charges 3,274
caption 110. Provisions for employee termination indemnities 1.006
caption 120. Provisions for risks and charges 2,268

N. Technical reserves 22,540
caption 130, Technical reserves 22,540

Q. Minority interests 253
caption 210. Minonty interests 253

P Group net shareholders’ equity 14,338
caption 140, Valuation reserves 1,585
caption 150. Redeemable shares -
caption 160. Equity securities -
caption 170. Reserves 4,512
caption 180, Share premium 767
caption 180. Capital 5,400
caption 200, Own shares -84
caption 220. Net profit 2,148

Total liabilities and net shareholders’ equity 288,551 288,551
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. (einifj
STATEMENT OF INCOME 2008 .
Financial Staternents Reclassilicd
A. Net interest income 4,138
caption 10. Interest income and similar revenues 9,837
caption 20. interest expenses and similar charges 4,914)
Reclassification of write-backs of discounting of impaired foans 64
Reclassification of the contribution of the insurance business (849}
8. Net commissions 3,389
caption 40. Commission income 4,084
caption 50. Commission expense 878}
Reclassification of the contribution of the insurance business 183
C. Income from disposals of credit, finandal assets held to maturity and repurchase of non-hedged financial liabilities 85
caption 100. a) Frofits (losses) from disposal or repurchase of loans &0
captior: 100 ¢} Profits (losses) from disposal or repurchase of financial assets held to maturity -
Reclassification of cancellation of hedged liabilities 5
D. Dividends and income from other financial assets and liabilites 389
caption 70. Dividends and simifar revenues 259
caption 80. Profits {losses) on financial trading activities 715
caption 90. Fair value adjustments from hedge accounting {67
caption 100 b} Profits {losses) from disposal or repurchase of available-for-sale financial assets 456
caption 100. d Profits (logses) from disposal or repurchase of financial labilities 4
caption 110. Profits (losses) on financial assets and liabilities designated as at fair value {127)
Reclassification of cancellation of hedged liabilities {5}
Reclassification of the contribution of the insurance business (407}
£, Profits {losses) on equity shareheldings : 128
caption 240. Profis {losses) on equity shareholdings 128
F. Incormne from insurance activities 469
caption 150, Net insurance premiums 2,865
caption 160. Balance of other incomelicharges arising on insurance activities (3,469)
Contribution of the insurance business to total operating income 1,073
TOTAL OPERATING INCOME 9,098 9,098
G. Net adjustments to loans (501}
caption 130. a) Net adjustmentsiwrite-backs to foans 410)
caption 130. d} Net adjustmentsfwnte-backs to other financial transactions (27)
Reclassification of write-backs of discounting of impaired loans (64)
H. Net adjustments to other financial assets (12}
caption 130. b} Net adjustmentsinrite-backs to financial assets held to maturity (12}
NET OPERATING INCOME 8,585 8,585
I. Personnel costs (2,945)
caption 180. &) Personnel costs {3,396)
Reclassification to merger costs 451
L. Other administrative costs {1,552}
caption 180. b) Cther administrative costs {1.614)
Reclassification to merger costs 62
M. Net adjustments to tangible and intangible assets 401)
caption 200. Net adjustmentstwrite-backs to tangible assets {227}
caption 210. Net adjustments/write-backs to intangible assets {174}
- Operating costs {i+L+M) (4.898) {4,898}
N. Other net income (expenses} 53
caption 220. Other net income (expenses) 53
0. Impairment of goodwil -
caption 260. Impairment of goodwill -
P Profits (losses) from disposals of investments 28
caption 270. Profits (losses) from disposals of investments 28
Q. Net provisions for risks and charges {178)
caption 190, Net provisions for risks and charges {i79)
Reclassification to merger costs !
PRE-TAX OPERATING PROFIT 3,590 3,590
R. Taxes for the period {1,067)
caption 290. Taxes for the period {894)
Reclassification to merger costs (173}
5. Profite (losses) on discontinued operations net of taxes 20
caption 310. Profits flosses) on discontinuad operations net of taxes 20
Merger costs net of taxes (341}
caption 180. a) Personnel costs {451)
caption 180, b} Other administrative costs 62}
caption 190. Net provisions for risks and charges (1}
caption 280. Taxes for the period 173
T. Profit attributable to minority interests (54)
caption 330. Profit ateributable to minority interasts (54}
NET PROFIT 2,148 2,148
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RECLASSIFICATION OF CONSOLIDATED STATEMENT OF INCOME FOR 2005 BASED ON THE

APPLICATION OF IFRS 5

Emil

2005 Reclassifiation 2005

(tinarcial statements) RS 5 {comparing

column)

10, Interest income and similar revenues 8,235 (1} 8,234

20.  Interest expenses and similar charges {3,786) 4 (3,782

30. Net interest income 4,449 3 4,452

40.  Commission income 4,166 (196} 3,970

50. Commission expense (758} 4 (754)

60. Net commissions 3,408 (192) 3,216

70.  Dividends and similar revenues 475 - 475

80.  Profits tlosses) on financial frading activities 104 - 104

90.  Fair value adjustments from hedge accounting {4 - (4)

100. Profit (loss} from sale or repurchase of: 394 - 394

a) loans 57 - 57

b} available-for-sale financial assets 347 - 347

¢) financial assets held to maturity - - .

d) financial fiabilities {10) - (10)

110, Net income from financial assets and liabilities designated as at fair value 219 - 219

120. Net interest and other banking income 9,045 (189) 8,856

130. Impairment lossesAwrite-backs to: (442) €} (445)

a) loans (437 (3) (440)

b) available-for-sale financial assets (1) - 4]

¢) financia! assets held to maturity - - -

d) other financial transactions (4) - (4

140. Net result of financial activities 8,603 (192) 8,411

150, Net premiums 3,599 - 3,599

160. Balance of other income/charges arising on insurance activities (4,496) - {4,496)

170. Net result of financial activities and insurance activities 7,706 (192) 7,514

180  Administrative costs: (4,353) 132 (4,221)

a) personnel costs (2,839) 70 (2,769)

b) other administrative costs (1,514) =¥ (1,452)

190. Net provisions for risks and charges {53) Z {51)

200, Net adjustmentsiwrite-backs to tangible assets (239) - {239)

210 Net adjustmentsinrite-backs to intangible assets (168) 2 {196)

220 Other operating income/expenses 74 - 74

230  Operating costs {4,769) 136 (4,633}

240 Profits (losses) on equity shareholdings 70 (12} 58
250  Net fair value adiustiment to tangible and intangible assets - -

260 Impairment of goodwill (1} - {1

270 Profits flosses) from disposal of investments 17 n 16

280 Operating profit (losses) before tax from continuing operations 3,023 (69} 2,954

290 Income taxes for the period (948) 29 (919

300 Net profit {loss} after tax from continuing operations 2,075 {40) 2,035

210 Profits (losses) on discontinued operations (35) 40 5

320 Profit {loss) for the year 2,040 - 2,040

330  Profit {loss) attributable to mincority interests 57 - (57}

340 Parent Bank net profit (loss) 1,983 - 1,983
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RECONCILIATION STATEMENT OF NET SHAREHOLDERS' EQUITY AND NET PROFIT FOR THE YEAR
OF THE PARENT BANK AND OF CONSOLIDATED NET SHAREHOLDERS' EQUITY AND NET PROFIT FOR
THE YEAR

{imil}

2006 Net profit Capital Total

and nserves
FINANCIAL STATEMENTS OF THE PARENT BANK 2,140 9,713 11,853
Balance of subsidiary companies consolidated line-by-line 2,184 14,875 17,059
Consolidation adjustments:

- book value of investments consolidzated by the line-by-line method - (12512) (13,512)

- dividends of consolidated companies (2,015} 2,015 -

- elimination of goodwill arising on consolidation - {914} {914)

- reversal of profits from dispesal of available-for-sale equities (228) 228 -

- evaluation of shareholdings carried a1 equity 26 (36) 60

- minority interests (54) (199) (253)

- elimination of writedowns of equity shareholdings evaluated at equity (2) 108 106

- reversal of disposals of infra-group branches ) (32) (34)

- tax benefits arising on the merger of Banco Napoli - 226 226

- debts 10 minority interests 24 (178} (154)

- securities placement and infra-group policy 23 {124) {101)

- other adjustments (18) 20 2

CONSOLIDATED FINANCIAL STATEMENTS 2,148 12,190 14,338
(€/mil)

2005 Nel prolis Capital Toral
drd reserves .

FINANCIAL STATEMENTS OF THE PARENT BANK 1,165 9,730 10,895

Balance of subsidiary companies consolidated line-by-fine 2,048 17,005 19,053

Consclidation adjustments:

- book value of investments consolidated by the line-by-line method - (15,390) (15,390)

- dividends of consolidated companies (1,113) 1,113 -

- elimination of goodwill arising on consolidation - 914) (914

- revarsal of profits from disposal of available-for-sale equities (55) 55 -

- evaluation of shareholdings carried at equity 56 (39 17

- minority interests (57} (176} (233)

- elimination of writedowns of equity shareholdings evaluated at equity - 108 108

- teversal of disposals of infra-group branches (32) - (32)

- tax benefits arising on the merger of Banco Napoli - 226 226

- debts to minority interests - (151} (151}

- securities placement and infra-group palicy (26) (98} (124)

- other adjustments {3) Eal 28

CONSOLIDATED FINANCIAL STATEMENTS 1,983 11,500 13,483




292

Attachments

STATEMENT OF EQUITY INVESTMENTS AS AT 31 DECEMBER 2006 HIGHER THAN 10% OF THE
CAPITAL REPRESENTED BY SHARES WITH VOTING RIGHTS IN UNLISTED COMPANIES OR IN
LIMITED LIABILITY COMPANIES (IN ACCORDANCE WITH ART. 126 OF CONSGB RESOLUTION

NO. 11971 OF 14 MAY 199%9) {1)

Name Investor Share %
Agricola del Varano 5.1.l. Cassa di Risparmio Padova e Rovigo 26.58
Alilaguna S.r.l. Cassa di Risparmio Venezia 70.00
Alpifin S.rl. {in lig.} Friulcassa 10.44
AMA International S.p.A. FIN.CPI 14.98
Associazione Nazionale per I'Enciclopedia della Banca e della Borsa Sanpaolo IMi 12.11
Banca Fideuram 0.35
12.46
Azimut - Benetti S.p.A. Ldv Holding 11.84
IMI investimenti 0.08
11.92
Banca d'ltalia Sanpaclo IMi 8.33
Cassa di Risparmio Bologna 6.20
Cassa di Risparmio Padova e Rovige 1.20
Cassa di Risparmio Venezia 0.88
Friulcassa 0.63
Carifordi 0.20
17.44
Banco del Desarroilo S.A. Sanpaolo IM! 15.71
Banque Espirito Santo et de la Venetie S.A. Sanpaolo IMI 18.00
Bangque Galliere SA. {inlig.) Cassa di Risparmio Bologna 17.50
Beato Edoardo Materiali Ferrosi S.rl. Cassa di Risparmio Padova e Rovigo 50.00
Cassa di Risparmio Venezia 50.00
100.00
Biessefin S.p.A. (in lig.) Sanpaolo IMI 36.10
Borsa jtaliana S.p.A. Banca iMI 7.94
Sanpaale IMI 5.37
Sanpaolo Bank 0.43
13.74
Calitri Denim Industries S.p.A. {bankrupt) isveimer (in lig.) 14.29
Celeasing 5.1l (in lig.) Sanpaoio IM! 100.00
Cen.Ser. Centro Servizi 5.p.A. Cassa di Risparmio Padova e Rovigo 11.60
Centradia Limited (in lig.) (2) Centradia Goup {in liq.) 100.00
Centradia Services Ltd (in lig.} (2) Centradia Goup (in lig.) 100.00
Centrale dei Bilandi S.rl. Sanpaolo IMI 12.60
Centro Agroalimentare di Napoli Scpa Sanpaoclo IMI 10.50
Centro Factoring S.p.A. Sanpaolo IMI 10.81
Cariforli 0.1
10.92
Cimos International d.d. Banka Koper 13.56
Duievo S.p.A. (bankrupt) Sanpaolo IMI 16.30
Elvetia Edile S.rl. Sanpaolo IMI 100.00
Emporium S.rl. Cassa di Risparmio Padova e Rovigo 51.27
Equipe Investments S.p.A. Cassa di Risparmio Padova e Rovigo 100.00
Esped Spedizioni 5.r.. Cassa di Risparmic Padova e Rovigo 29.80
Evoluzione 94 S.p.A. Sanpaolo IMI 5.99
Cassa di Risparmic Bologna 2.55
Friulcassa 1.97

051
Fides S.p.A. (bankrupt) lsvaimer {in lig.) 20.00
Fin.Ser. 5.p.A. Cassa di Risparmio Padova e Rovige 15.00
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Hame Inwestor Share %
Fin. Tess. S.p.A. Cassa di Risparmio Padova e Rovigo 98.00
Fonti di Gaverina Sanpaolo IMI 60.64
Gerard H Polderman S.r.l. Cassa di Risparmio Padova e Rovigo 100.00
Guiness Peat Aviation ATR Ltd Sanpaolc IMI Bank freland 12.50
IAM Piaggio S.p.A. (in fig.) Sanpaolo IMI 10.00
Banca Fideuram 3.86

13.86

Idra Partecipazioni S.p.A. {in lig.) Ldv Holding 11.56
immobiliare dell'isola Cattaneo S.p.A. Sanpaote M 48.57
Immobiliare Femar S.p.A. Cassa di Risparmio Padova e Rovigo 38.57
Immobiliare Peonia Rosa S.r.i. Sanpaclo (M 57.00
Immobiliare Santa Caterina 5.1l Sanpaolo Banco di Napoli 1G0.00
impiant S.rk (in fig.) Sanpaolo IMI 14.16
Isveimer 5.25

1941

Integrated Shipping Company Sanpaolo iMI 100.00
Istituto per it Credito Sportivo Sanpaoio IM) 10.81
tsveimer S.p.A. (in lig.) Sanpaoio IMI 65.40
fttica Ugento 5.p.A. Sanpaofo Banco di Napoli 26.96
Kall Kwik ftalia S.p.A. (in liq.) Sanpaolo ieasint 15.00
Kish Receivables Ca, Tobuk 2083
La Compagrsa Finanziaria S.p.A. Sanpacla M1 12.09
Leiballi Carni 5.p.A. Cassa di Risparmio Padova e Rovigo 33.33
Marche Capital 5.p.A. Sanpaolo IMI 11.99
Mirano Costruzieni S.r.l. Cassa di Risparmio Venezia 100.00
Pdp Box Doccia S.p.A. Cassa di Risparmio Padova e Rovige 80.00
Pila 2000 S.p A Cagsa di Risparmio Padova ¢ Rovige 37.19
Primorske Novice d.c.o. Banka Koper 17.12
Print S.r.l. Banca Popolare dell' Adriatico 100.00
Razvejni Center Mal. Gespod. D.o.o. Banka Koper 19.53
Sago S.p.A. (3) Sanpaclo IMI 26.67
Siteba 5.p.A. Sanpaclo IMI 10.45
S0a Nordest S.p.A, Cassa di Risparmio Padova e Rovigo 1500
SSB - Societa per i Servizi Bancari S.p.A. Sanpaola IM) 15.54
Cariforli 0.06

Banca Fidewram 0.02

15.62

Stoa S.c.p.a. Sanpaclo IMI 10.20
Tecnoalimentt S.cp.A. (3) Sanpaolo IM) 20.00
Tecnobiomedica S.p.A. (3) Sanpaocio IMI 2632
Tecnocitta S.rd. {in lig.) Sanpaolo IMI 12.00
Tecnofarmaci S.p.A. (3) Sanpaolo IMI 20.50
Tecnogen S.c.p.a. (3) Sanpaolo IMI 29.96
Tecnotessile S.i.t. (3) Sanpaclo (MI 40.00
TO.RO. Tosco Romagnola Soc. Cons. a rl, Cariforli 11.88

{1) This fist does not inciude the equity sharcholdings already disclosed in "Part 8 - Section 107 of the Comolidiated Explanatory Notes.
{2) The investor Centracia Group (i quidation} fs under joint control
(3) Equity shareholdings deriving from transactions pursuant fo Ralion Lavw no. 1089 of 25 October 1968 {Applied Research Fund).
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