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NOTES

DUE TO THE MERGER OF SANPAOLO IMI S.PA. INTO BANCA INTESA S.PA. (WITH THE NEW NAME OF INTESA SANPAOLO S.PA.),
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THESE DOCUMENTS ARE SUBJECT TO THE APPROVAL OF THE ADMINISTRATIVE BODIES OF THE INCORPORATING COMPANY,
INTESA SANPAOLO S.PA.
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Key figures (1)

31/12/2006 31/12/2006 31/12/2005 Change Change
restated 31/12/2006 - 31/12/2006
31/12/2005 (%) restated -

31/12/2005 (%)

CONSOLIDATED BALANCE SHEET (€/mil)

Total assets 288,551 280,683 263,258 +9.6 +6.6
Loans to customers (excluding NPLs) 156,699 152,746 138,427 +13.2 +10.3
Equity shareholdings 893 819 +9.0
Group net shareholders’ equity 14,338 13,483 +6.3
CUSTOMER FINANCIAL ASSETS (€/mil)
Total financial assets (2) 446,394 438,670 401,838 +11.1 +9.2
- direct deposits 187,564 181,432 165,230 +13.5 +9.8
- indirect deposits 284,812 283,220 262,232 +8.6 +8.0
- asset management 162,293 161,704 157,990 +2.7 +2.4
- asset administration 122,519 121,516 104,242 +17.5 +16.6
LOAN RISK RATIOS (%)
Doubtful loans / Loans to customers 2.0 2.0 2.4
Non-performing financing / Loans to customers 0.7 0.7 0.8
Problem and restructured financing / Loans to customers 0.8 0.8 0.8
Financing due/overdue by more than 180 days / Loans to customers 0.5 0.5 0.8
EQUITY SOLVENCY RATIOS (%) (3)
Core tier 1 ratio 6.4 6.8
Tier 1 ratio 7.0 7.4
Total risk ratio 9.2 9.4
SHARES
Number of shares (thousands) 1,875,088 1,871,151 +0.2
Listing for the period (€)
- average 15.127 11.836 +27.8
- low 12.986 10.201 +27.3
- high 17.928 13.420 +33.6
Market capitalization (€/mil) 33,002 24,719 +33.5
Dividend per share (€) (4) 0.57
Dividend per share / Average annual listing (%) (4) 4.82
Book value per share (€) (5) 7.66 7.22 +6.1
OPERATING STRUCTURE
Employees (6) 50,071 42,905 42,326 +18.3 +1.4
- Italy 40,839 40,037 39,641 +3.0 +1.0
- Foreign 9,232 2,868 2,685 n.s. +6.8
Domestic branches 3,286 3,201 3,172 +3.6 +0.9
Foreign branches and representative offices 415 156 136 n.s. +14.7
Financial planners 4,217 4,217 4,151 +1.6 +1.6
2006 2005 Change

2006 / 2005 (%)

CONSOLIDATED STATEMENT OF INCOME (€/mil)

Net interest income 4,138 3,798 +9.0
Net commissions 3,389 3,284 +3.2
Total operating income 9,098 8,201 +10.9
Net adjustments to loans -501 -492 +1.8
Net adjustments to other financial assets -12 -1 n.s.
Net operating income 8,585 7,708 +11.4
Operating costs -4,898 -4,656 +5.2
Pre-tax operating profit 3,590 2,954 +21.5
Net profit 2,148 1,983 +8.3
Net profit per share (€) (7) 1.15 1.06 +8.5
Diluted net profit per share (€) (7) 1.15 1.06 +8.5
MAIN RATIOS (%)

RoE (8) 17.6 17.2

Cost / Income ratio (9) 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 Risparmi di Forl,
Panonska Banka and Bank of Alexandria, as well as, from the second quarter, Banca Italo Albanese. As these changes mostly took place at the close of the year,
they had no significant impact on the statement of income, but did affect the main operating volumes. In order to give a homogeneous comparison of the vol-
umes, 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 direct deposits and asset management.

(3) Solvency ratios as at 31 December 2005 have been reworked compared to figures from the 2005 Financial Statements in order to take into account the introduc-
tion of definitive provisions and specific requlations for transition to IAS/IFRS published by the Bank of Italy in April 2006.

(4) The 2006 dividend will be distributed by the new legal incorporating body Intesa Sanpaolo S.p.A..

(5) Net shareholders’ equity / Number of shares in circulation.

(6) Includes atypical contracts.

(7) Calculated on the basis of IAS 33.

(8) Net profit / Net shareholders’ equity at year-end (excluding profit).

(9) Personnel costs, other administrative costs and amortization / Total operating income. The indicator is calculated on the basis of the values expressed in the reclas-
sified statement of income. The Attachments to the consolidated financial statements contain a comparison of the reclassified statements and the relative finan-
cial statement tables.



Group structure

SANPAOLO IMI GROUP

ﬂ‘ CENTRAL FUNCTIONS _

SANPAOLO IMI

e Governance, support and control functions
e Equity shareholdings

- Sanpaolo IMI International (Luxembourg)

- Santander Central Hispano (Spain; 2.2%)

B - Natlxis (France, 1.7%)

- Banque Palatine (France; 37.3%)

- Cassa di Risparmio di Firenze (78.6%)

- Banca delle Marche (7%)

- Other equity shareholdings
e Finance
e Macchina Operativa Integrata

(Integrated Operating Vehicle)

\ BANKING J) SAVINGS AND ASSURANCE
RETAIL & PRIVATE EURIZON FINANCIAL GROUP
o Sanpaglo IMI-RetaiId& Prciivate |
e Cassa di Risparmio di Padova e Rovigo-Retail & Private
 Cassa di Risparmio in Bologna-Retail & Private EURI_ZONYITA
e Cassa di Risparmio di Venezia-Retail & Private ° Eur!zonLlfe (Ireland)

e Friulcassa-Retail & Private e EurizonTutela
e Sanpaolo Banca dell'Adriatico-Retail & Private e Universo Servizi
e Sanpaolo Banco di Napoli-Retail & Private
e Neos Banca (99.5%)
e Farbanca (79.3%) (1) BANCA FIDEURAM (92.5%) (2)
e Sanpaolo Invest SIM
CORPORATE e Financiere Fideuram (France)
. - Euro-Tresorerie (France)

* Sanpaolo IMI-Companies ) ) - Fideuram Wargny Gestion SAM (France)
e Cassa di Risparmio di Padova e Rovigo-Companies o Fideuram Investimenti
e Cassa di Risparmio in BoIogna-Companies e Fideuram Bank (Luxembourg)
e Cassa di Risparmio di Venezia-Companies - Fideuram Bank Suisse (Switzerland)
* Friulcassa-Companies e Fideuram Fiduciaria
* Sanpaolo Banca dell'Adriatico-Companies e Fideuram Gestions (Luxembourg)
e Sanpaolo Banco di Napoli-Companies e Fideuram Asset Management (Ireland)
* Sanpaolo Leasint e Sanpaolo Invest Ireland (Ireland)
WHOLESALE
e Sanpaolo IMI-Large Groups EURI_ZON CA_PITAL
e Sanpaolo IMI-International Network e Eurizon Capital (Luxembourg)

- Sanpaolo IMI Bank Ireland (Ireland) e Eurizon Alternative Investments

- Sanpaolo IMI Internazionale
e Banca IMI
e Banca OPI

- FIN.OPI
OTHER ACTIVITIES

e |MI Investimenti
e Cassa dei Risparmi di Forli (38.3%) (3)
e Sanpaolo Bank (Luxembourg)
- Sanpaolo Bank Suisse (Switzerland)
- Sanpaolo Immobiliere
e Sanpaolo Fiduciaria

(1) On 6 March 2007 it was decided to cede the shareholdings in Farbanca to Banca Popolare di Vicenza.

(2) Shareholding held directly or indirectly by Eurizon as a result of the voluntary Public Offer concluded on 25 October 2006. On 18 January 2007, the residual obligatory
Public Offer launched by Eurizon on 7.5% of the capital of Banca Fideuram was concluded. As a result of the residual offer, Eurizon held 98.7% of Banca Fideuram and
will exercise its purchasing rights on the remaining shares within four months. The Italian Stock Exchange arranged the delisting of Banca Fideuram shares as from 24
January 2007.

(3) As from 19 March 2007, Cassa dei Risparmi di Forli took on the name Cassa dei Risparmi di Forli e della Romagna.
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12 ‘ Reclassified Consolidated Financial Statements

Reclassified Consolidated Statement of Income (1)

2006 2005 Change
(€/mil) (€/mil) 2006 / 2005 (%)
Net interest income 4,138 3,798 +9.0
B. Net commissions 3,389 3,284 +3.2
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities 85 58 +46.6
D. Dividends and income from other financial assets and liabilities 889 526 +69.0
E. Profits (losses) on equity shareholdings 128 104 +23.1
F. Income from insurance business 469 431 +8.8
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
|.  Personnel costs -2,945 -2,769 +6.4
Other administrative costs -1,552 -1,452 +6.9
M. Net adjustments to tangible and intangible assets -401 -435 -7.8
- Operating costs (I+L+M) -4,898 -4,656 +5.2
N. Other net income (expenses) 53 74 -28.4
O. 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 PROFIT 3,590 2,954 +21.5
S. Taxes for the period -1,067 -919 +16.1
T.  Profits (losses) on disconitinued operations 20 5 n.s.
U. Integration charges net of tax -341 - n.s.
V. Profit attributable to minority interests -54 -57 -5.3
NET PROFIT 2,148 1,983 +8.3
Net profit per share (€) 1.15 1.06 +8.5
Diluted net profit per share (€) 1.15 1.06 +8.5

(1) The reclassified consolidated statement of income aims to present management economic margins. The contribution of the Group's insurance companies to "Total
operating income" is summarized in “Income from insurance business". Furthermore, the scope of consolidation of the Group was widened during 2006 with the
inclusion, at 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 ltalo Albanese.
In any case, as the majority of these changes occurred at the closing of the year, their impact on the statement of income was negligible.
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Quarterly trend in the Reclassified Consolidated Statement of Income (1)

2006 2005
Fourth Third  Second First Quarterly Fourth Third  Second First Quarterly
quarter  quarter  quarter  quarter  average quarter  quarter  quarter  quarter  average
(€/mil) (€/mil) (€/mil) (€/mil) (€/mil) (€/mil) (€/mil) (€/mil) (€/mil) (€/mil)
A. Net interest income 1,080 1,039 1,026 993 1,035 980 954 943 921 949
B. Net commissions 855 825 856 853 847 861 860 816 747 821
C. Income from disposals of credit, financial
assets held to maturity and repurchase
of non-hedged financial 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 shareholdings 52 17 44 15 32 15 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 2,274 2,089 2,165 2,147 1,800 2,051
G. Net adjustments to loans -142 -126 -137 -96 -125 -135 -128 -142 -87 -123
H. Net adjustments to other financial assets -1 -1 - - -3 3 -1 -2 -1 -
NET OPERATING INCOME 2,473 1,991 2,102 2,019 2,146 1,957 2,036 2,003 1,712 1,928
I Personnel costs -823 =724 -705 -693 -736 -754  -682 -653 -680  -692
L. Other administrative costs -477 -342 -371 -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 -1,305 -1,123 -1,109 -1,119 -1,164
N. Other net income (expenses) 19 8 15 11 13 25 7 32 10 19
O. Impairment of goodwill - - - - - -46 -1 - - -12
P Profits (losses) from disposals of investments 27 1 - - 7 3 - 13 - 4
Q. Net 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  -321 -267 -132 -280  -280  -227 -230
T.  Profits losses) on discontinued operations -29 5 38 6 5 -1 20 -10 6 1
U. Integration charges net of tax -341 - - - -85 - - - - -
V. Profit attributable to minority interests -6 -14 -15 -19 -14 -9 -21 -13 -14 -14
NET PROFIT 510 498 621 519 536 474 615 561 333 497

(1) The reclassified consolidated statement of income aims to present management economic margins. The contribution of the Group's insurance companies to "Total
operating income" is summarized in "Income from insurance business". Furthermore, the scope of consolidation of the Group was widened during 2006 with the
inclusion, at the end of the year, of Cassa dei Risparmi di Forll, Panonska Banka and Bank of Alexandria, as well as, from the second quarter, Banca Italo Albanese.
In any case, as the majority of these changes occurred at the closing of the year, their impact on the statement of income was negligible.
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Reclassified Consolidated Balance Sheet (1)

31/12/2006 31/12/2005 Change
31/12/2006 -
31/12/2005
(€/mil) (€/mil) (%)
ASSETS

A. Cash and cash equivalents 1,534 1,107 +38.6
B. 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. Loans 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 +9.0
I Insurance reserves attributable to reinsurers 46 29 +58.6
L. Tangible assets 2,951 2,177 +35.6
M. Goodwill 2,023 756 +167.6
N. Other intangible assets 282 252 +11.9
O. 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
C. 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 financial liabilities (+/-) -97 -35 +177.1
H. Tax liabilities 969 860 +12.7
I Liabilities on discontinued operations 165 164 +0.6
L. Other liabilities 9,949 10,573 -5.9
M. Provisions for risks and charges 3,274 2,883 +13.6
N. Technical reserves 22,540 22,113 +1.9
O. 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 consolidation of the Group was widened during 2006 with the inclusion, at 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 Italo Albanese. These changes affected some of the main operating volumes. In order to give an
homogeneous comparison of these volumes, the figures reconstructed on the basis of the scope of consolidation in effect at end 2005 are given below:

Loans to customers 153,779 €/mil
Goodwill 756 €/mil
Due to customers 100,580 €/mil

Securities issued 54,684 €/mil
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Quarterly trend in the Reclassified Consolidated Balance Sheet (1)

2006 2005

31/12 30/9 30/6 31/3 3112 30/9 30/6

(€/mil) (€/mil) (€/mil) (€/mil) (€/mil) (€/mil) (€/mil)
ASSETS
A. Cash and cash equivalents 1,534 951 962 967 1,107 870 1,016
B. Financial assets (other than credit and assets held to maturity) 80,437 77,251 73,033 75,068 77,402 90,678 91,190
C. Assets held to maturity 2,872 2,356 2,433 2,429 2,535 2,175 1,660
D. Loans to banks 30,058 30,785 31,094 34,724 28,836 29,937 26,165
E. Loans to customers 157,800 150,184 147,330 144,170 139,507 138,289 132,443
F. Hedging derivatives 1,020 434 522 324 435 653 855
G. Fair value changes of generically hedged financial assets (+/-) - - - - - - -
H. Equity shareholdings 893 1,015 985 847 819 813 796
I Insurance reserves attributable to reinsurers 46 40 35 29 29 25 23
L. Tangible assets 2951 2,723 2,697 2,153 2,177 2,221 2,248
M. Goodwill 2,023 794 794 756 756 761 762
N. Other intangible assets 282 231 232 239 252 256 259
O. Tax assets 2,690 2,330 2,447 2,529 2,728 3,188 3,299
P Non-current assets and discontinued operations 176 332 798 220 220 - -
Q. Other assets 5769 5,097 6,881 6,151 6,455 6,478 6,910
Total assets 288,551 274,523 270,243 270,606 263,258 276,344 267,626
LIABILITIES AND SHAREHOLDERS’ EQUITY
A. Due to banks 38,913 39,656 36,376 39,385 35,682 44,193 39,963
B. Due to customers 105,493 98,385 98,009 94,516 92,306 95,499 89,907
C. Securities issued 55,914 50,966 48,509 48,290 46,985 47,005 48,072
D. Financial liabilities held for trading 9,664 9,818 9,608 11,535 11,342 13,561 14,214
E. Financial liabilities designated as at fair value 26,157 25,871 25,386 25,955 25,939 25,373 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 Liabilities 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 22,135 21,709
O. Minority interests 253 207 205 245 233 218 196
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 consolidation of the Group was widened during 2006 with the inclusion, at the end of the year, of Cassa dei Risparmi di Forl, Panonska Banka and
Bank of Alexandria, as well as, from the second quarter, Banca Italo Albanese. These changes affected some of the main operating volumes. In order to give an
homogeneous comparison of these volumes, the figures reconstructed on the basis of the scope of consolidation in effect at end 2005 are given below:

Loans to customers 153,779 €/mil
Goodwill 756 €/mil
Due to customers 100,580 €/mil
Securities issued 54,684 €/mil
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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. Oil 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 only 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 to a depreciation of the dol-
lar against the euro after a prolonged 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 dollar’s exchange
against the yen appreciated by a little under 0.9%.

During 2006, 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 economic 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 cyclical 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
for joining the euro-area diminish because of a drifting away from
the plan of convergence to the fiscal parameters foreseen in the
Maastricht Treaty. The year ended with the entry of Bulgaria and
Romania into the EU, while negotiations 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 FDI. The continuing inflow of foreign capital has translated
into a general appreciation of Asian currencies 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 accelerate their efforts for
greater economic diversity. All the same, intensification of ten-
sions in Irag, anxiety over Iran’s nuclear program and the political
situation in Lebanon continue to foster a geopolitical uncertainty
that penalizes the area.

19



20

Report on Group Operations - Economic background

The eurozone and Italy

Despite alternating 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. Investments were favored by
good financing conditions, while final family consumption was
sustained by a rise in employment. The performance 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, Italy 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 quite limited. The
positive performance of GDP and the non-marginal 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 important 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 companies while households continued to buy homes.

The year was characterized by the recovery of Italian 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 electronic and machinery compartments
should also be mentioned. There were less obvious signs of recov-
ery in some of the more traditional sectors such as textiles and
clothing, furniture and non-metallic 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
regions of the North not only benefited for the recovery of the
manufacturing sector but also recorded considerable progress in
services, as can be seen from the employment figures. On the
demand 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 is 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 decrease
compared to 2005. Demand was mainly for 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 circulating 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 to
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 closed 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, start-
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, especially 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%,
DJStoxx (for 600 European 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,
Europe, Japan) are even more marked.

The larger gains of the European share indices reflect 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 Italian 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 Offers 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 obtained
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 billion 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 euro), 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 a more favorable tax regime than Italian
funds, and of foreign funds partly counterbalanced the negative
performance of Italian 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 SANPAOLO IMI and Banca Intesa and the
new Business Plan

2006 was a turning-point for the Group with the birth of a new
player in the banking industry in Italy 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 for 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 European level. It lays the foundations
for further growth and offers an exceptional opportunity to cre-

ate value for the shareholders. Banca Intesa and SANPAOLO IMI

have a long history and culture in the world of banking as well

as unique experience in Italy; 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:

e high complementary territorial coverage, with a widespread
network throughout the nation, concentrated in the richest
areas of the country and with limited overlapping;

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

e high business and organizational compatibility characterized
by the presence of a Parent Bank with clear responsibilities for
management 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 about 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 also boasts an international network
specialized in supporting corporate customers, which covers in
particular countries in the Mediterranean and areas where lItalian
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:

e 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 financial 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

extraordinary 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:

e 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 to local market needs and maximizing
the brands of banks and specialized firms under the
Business Unit;

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

e 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
Corporate Business Unit;

e 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;

e 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;

e 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 whole 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 effects 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 SANPAOLO IMI (exchange ratio of 3,115 ordinary shares of the
new Intesa Sanpaolo Group, at a nominal value of 0.52 euro for
every SANPAOLO IMI ordinary or preference share at a nominal
value of 2.88 euro). 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 Italian Antitrust
Authority authorized the transaction with the obligation to fulfill



certain commitments undertaken by the merging company, which

are outlined below:

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

e 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;

e 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);

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

¢ inability to distribute life I, lll and V insurance policies produced
by Intesa Vita and/or by Generali through former SANPAOLO
IMI' branches or produced by EurizonVita through former
Banca Intesa branches;

e 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 who 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
from 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-
tion/restructuring processes related to the merger with Banca Intesa,
SANPAQOLO IMI and the Group trade union representatives agreed to
design an initiative to provide incentives for employees to 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 B
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
group 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 IT system, on 20 February 2007, the
Management Board selected the IT platform based on former
SANPAOLO IMI solutions developed and integrated with certain
components of the former Banca Intesa system to manage
finance and administration. The project to migrate to 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
roll-out to Intesa Sanpaolo and banks, which will enable IT inte-
gration for the Territorial Bank and specific businesses.

The 2007-2009 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 control
over all management decisions. The guidelines that will enable the
new Groups to achieve these objectives are summed up below:

e consolidating 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;

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

e 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 Italy 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;

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

e 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;

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

The new Business Plan, scheduled to be announced to the market in
April 2007, will be a starting point to define strategies and action
plans for all areas of business in which the new Group operates.

2006-2008 Plan

The merger with Banca Intesa meant an early end to the SAN-
PAOLO 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 control 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
objectives 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 Italian 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 SANPAOLO 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 results
estimate the target RoE 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 SANPAOLO 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-
ued which involved reorganizing Group presence in the Adriatic
area, including Marche, Abruzzo and Molise. This reorganization
led to the incorporation of Banca Popolare dell’Adriatico into SAN-
PAOLO IMI and the subsequent spin-off of the company branch
formed by the branches in the three regions and operating points
of Banca Popolare dell’Adriatico in Romagna into Sanpaolo Banca
dell’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 SANPAOLO 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 SANPAOLO
IMI and the Fondazione Cassa dei Risparmi di Forli 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 Forli e della Romagna
as of 19 March 2007), following the acquisition of control of the
Romagna bank by SANPAOLO 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 Forli e della Romagna IT
integration, which took place in March. Based on agreements
reached in December 2006, SANPAOLO IMI, having acquired the
entitlement to appoint the majority of the Board of Directors of the
bank starting from 1 March 2007, had it enter the scope of 2006
line-by-line consolidation.

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 Rovigo, with
the exception of the province of Venice which will be overseen by
the Cassa di Risparmio di Venezia, and for the Emilia area by
Cassa di Risparmio in Bologna.

Retail & Private

Consistent with the national territorial bank model, most of the
effort was addressed to reforming 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 offered 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 fall. 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-/long-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 clients, 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 Sanpaolo
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 credit
consortia in order to favor access to credit for small and medium
member companies, also included in the Corporate business line.
Over the year, SANPAOLO 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 facilitate,
using the same approach, access to credit for craft businesses.

In October, two new accounts were introduced: Sanpaolo
Zerotondo, an account without management costs for transac-
tions carried out through direct channels, and Sanpaolo 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 mutual 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 Olympics and Paralympics took place. Prior to and during
the sports events, SANPAOLO IMI carried out various commercial
promotions in order to emphasize the Group’s 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 local 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 struc-
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 sostegno 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
[talian 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. SANPAOLO IMI provides support to businesses that
require favorable loans and manages the fund for the Ministry.

In December, the new alternative market of capital (AMC) was
started up to facilitate access to risk capital for small and medium-
sized companies. SANPAOLO 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 will 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 involved in the initiative.

Lastly, in December a new agreement was reached between SAN-
PAOLO IMI and Banca Fideuram to promote mortgages for busi-
nesses through financial 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 SANPAOLO IMI and Banca Fideuram to place residential
mortgages for private customers through financial planners.

Wholesale

The Group was particularly active in supporting international
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 lItalo
Albanese (BIA) from the Capitalia group and the Albanian finance
ministry, equal shareholders of the capital on sale. The transaction
was concluded on 10 May 2006 at a purchase price amounting to
44.5 million dollars, 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 SANPAOLO IMI that may be exercised
by 31 January 2009. On 5 July 2006, a contract was stipulated to
sell 3.9% of BIA capital to SIMEST, the Italian company for busi-
nesses abroad, to further facilitate Italian investments and pro-
mote relations between the two countries. Put/call options were
also 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 October, 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, SANPAOLO 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 total 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 euro 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 euro.

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 investment 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 broadening 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 mission 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 single, qualified
center dedicated to identifying, managing and monitoring
investments in the capital of industrial businesses and service
companies.

Savings and Assurance: Eurizon

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

The changing scenario 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 Fideuram and EurizonVita, were concentrat-
ed in Universo Servizi, 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 product
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 euro 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 exercising, within four months
from the conclusion of the residual offer, the right to purchase
remaining shares; as a result, the Italian 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 IT 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 shareholdings in the FIAT group,
on 20 January 2006, SANPAOLO IMI placed on the market the
entire share of capital deriving from the conversion, in September
2005, of the three billion euro loan that SANPAOLO 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 IMI 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 SANPAOLO IMI
subscribed, in proportion to shares, to an increase in payment
capital launched by Cassa di Risparmio di Firenze. Subscription to
the transaction, which meant an outlay 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.

On 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 operating 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
controlled by the national tax agency and INPS. Similar agree-
ments were reached for the disposal of all minority shares held by
the Group in another two companies engaged in tax collection.
The sales 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, SANPAOLO 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 SANPAOLO IMI to realize a
capital gain of 228 million over the investment. At the same time,
an agreement was signed for SANPAOLO 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 listed 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 Banque 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 methods 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 Italian 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 3 March 2006, a preliminary sales contract was signed
between SANPAOLO 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 parallel operations.

Lastly, it should be noted that on 5 July 2006 Standard & Poor’s
raised SANPAOLO IMI’s rating from A+/A-1 to AA-/A-1+ with an
outlook of stable. The promotion reflects 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 controlled 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 1.
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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 Forli, Panonska
Banka and Bank of Alexandria as well as, beginning in the sec-
ond quarter, Banca Italo 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 SANPAOLO 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 amounted 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 extraordinary 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 euro,
up 9% on 2005, signaling an acceleration of the growth rate
with respect to 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 out, 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 partially 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/mil)

Net interest income (€/mil)

2,148 4,138
1,983 3,798
2005 2006 2005 2006
Net interest income
2006 2005 Change
(€/mil) (€/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
of 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 equal 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 euro, up 3.2% from
2005. The aggregate benefited from the favorable perform-
ance of commissions from management, dealing and advisory
services (+6.1%), attributable to asset management (+7.5%),

Net commissions (€/mil)

3,284 3,389

Break-down of commissions in 2006

2.5% - Other services 64.5% - Management, dealing and advisory services

11% - Loans and guarantees

14.6% — Deposits and
current accounts

2005 2006

7.4% — Collection and payment services

Analysis of average amounts and interest rates

2006 2005 Change 2006 / 2005

Average Average Average Average Change Difference

amounts rates amounts rates in average in rates

(€/mil) (%) (€/mil) (%) amounts (%) (% points)

Interest-earning assets 218,339 n.s. 202,973 n.s. +7.6 n.s.

- interest-earning assets excluding investment banking 189,439 4.59 171,214 4.14 +10.6 +0.45

- financing to customers (excluding repurchase agreements) 138,356 5.10 126,429 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 +0.59

- interest-earning assets from investment banking 28,900 n.s. 31,759 n.s. -9.0 n.s.
Non-interest-earning assets 68,875 64,578 +6.7
Total assets 287,214 267,551 +7.3

Interest-bearing liabilities 209,516 n.s. 196,146 n.s. +6.8 n.s.

- interest-bearing liabilities excluding investment banking 179,971 2.56 164,841 2.05 +9.2 +0.51

- direct customer deposits (excluding repurchase agreements) 132,882 2.35 125,018 1.89 +6.3 +0.46

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

- securities [ssued 50,450 3.67 48,119 3.15 +4.8 +0.52

- other interest-bearing liabilities 47,089 3.16 39,823 2.53 +18.2 +0.63

- interest-bearing liabilities from investment banking 29,545 n.s. 31,305 ns. -5.6 n.s.
Non-interest-bearing liabilities 63,787 58,646 +8.8
Net shareholders' 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 to 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 flex-
ible funds and portfolio 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 half 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 year income from disposals of credit, financial
assets held to maturity and repurchase of non-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-performing loans to a company in
the Enron group, and penalties collected for the early extinc-
tion of medium-/long-term financing involving the network
banks, Banca OPI and Neos Banca, during the period exam-
ined.

Dividends and income from other financial assets and liabilities
totaled 889 million 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 financial markets com-
partment, which focuses on producing financial 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
(€/mil) (€/mil) 2006 / 2005 (%)
Net interest income 4,138 3,798 +9.0
Net commissions 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 371 375 -1.1
- collection and payment services 252 256 -1.6
- deposits and current accounts 494 520 -5.0
- other services 85 71 +19.7
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 +69.0
Profits (losses) on equity shareholdings 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) (€/mil) 2005 (%)
Life  Casualty Total Life  Casualty Total Total
Premiums and payments -418 29 -389 -695 17 -678 -42.6
- net premiums 2,813 52 2,865 3,568 31 3,599 -20.4
- net charges for losses -2,650 -23 -2,673 -1,966 -14 -1,980 +35.0
- net charges for changes in technical reserves -581 - -581 -2,297 - -2,297 -74.7
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 +10.9
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 -432 -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 shareholders’ equity of
Cassa di Risparmio di Firenze, Banque Palatine, Synesis
Finanziaria, Allfunds and other lesser shareholdings, and the
disposal of qualified shareholdings by Banka Koper, Banca IMI
and the Parent Bank. This line item rose by 23.1% over 2005.

In 2006, 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 euro) 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 performing 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 valuation 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 91 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
valuation of the inherent credit risk in the performing portfolio
led to the quantification 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 adjustments to loans and other financial assets (€/mil)

Operating costs (€/mil)

493 >13 4,656 4,898
Personnel costs
Net adjustments to loans
Other administrative costs
Net adjustments Net adjustments to tangible
to other financial assets and intangible assets -
2005 2006 2005 2006
Net operating income
2006 2005 Change
(€/mil) (€/mil) 2006 / 2005 (%)
Total operating income 9,098 8,201 +10.9
Net adjustments to loans -501 -492 +1.8
Net adjustments to other financial assets =12 -1 n.s.
Net operating income 8,585 7,708 +11.4




32

Report on Group Operations — Consolidated results

Pre-tax operating profit

Pre-tax operating profit amounted to 3,590 million euro, a 21.5%
rise over 2005 and mainly due to the positive trend in revenues.

The year’s 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 to 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 operational 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 component 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
particular, 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 oil prod-
ucts. General expenses were influenced by greater postal costs;
the increased indirect personnel 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 promotional campaign the Parent Bank under-
took at the close of the year. IT expenses were conditioned by the
cost of maintaining software, the professional and insurance
expenses by Eurizon’s IPO, the indirect duties and taxes by the
increasing operations with customers and the costs for services
provided by third parties by some outsourced activities.

In 2006 the net adjustments to tangible and intangible assets
amounted to 401 million euro, 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 ratio of the Group fell 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
(€/mil) (€/mil) 2006 / 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 -1,552 -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 disposals of investments 28 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
(€/mil) (€/mil) 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 personnel 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 associated to guarantees given to the tax collection com-
panies of the Group, also following the conclusion of their dis-
posal to Riscossione S.p.A.. With regard to the passive legal dis-
pute in the tax collection 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 to 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 nullified. 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, SANPAOLO 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
euro, on the difference between the accounting and tax value
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 S.A., for which the process of liquidation has begun
due to the changed strategy of Banca Fideuram within the
financial market.

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 euro). The latter are the best
estimates 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 to Ministerial Decrees 158/00 and 226/06 for workers
who 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 seniority. The
amount was determined based on the requests made and a
reasonable estimate of the number of people that shall be able
to take part in the company proposal.

Quarterly developments

In 2006, the quarterly income results showed a dynamic
growth, interrupted only 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 quarters.
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
IPO 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 851 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 results 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
shareholdings.

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
(€/mil) (€/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 n.s.
Integration charges net of tax -341 - n.s.
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 outflow recorded in the second quarter of the

year. Loans to 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.
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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 [T-administrative insurance services company
Universo Servizi. Moreover, EurizonVita has complete control of
the life insurance company EurizonlLife, headquartered in Dublin,
and the casualty insurance company, EurizonTutela. E.FG. also
holds 98.70% of Banca Fideuram (following a public offer on the
market) which in turn includes amongst its equity shareholdings a
99.94% 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.F.G. has 100% control of
Eurizon Capital SGR.

Income associated with the Group’s life insurance business is

reported in different Group companies:

- EurizonVita and EurizonLife 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 part attributable to
life insurance.

The consolidated result of EurizonVita, determined on the basis of
IAS and including 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 acquisition costs and taxes,
and net of minority interest, amounted to 95.4 million euro.

A more representative method of determining the value and per-
formance of an insurance business is to use accounting based on
European Embedded Value, calculated on the principles laid down
by the CFO Forum and introduced by E.F.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, European 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 techniques 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 capital) to evaluate the Cost of Capital.

Embedded value is an actuarial estimate of the value of a compa-
ny, calculated on a going-concern basis but excluding any value
attributable 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 to
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

Calculations 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 flows 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 model to generate the scenarios is an internal E.F.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 stochastic projection model for liabilities is a dynamic Asset
and Liability Management model incorporating the use of asset
management rules aimed at simulating financial management
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 model developed by E.F.G. that is in line with the mar-
ket consistent setting of the embedded value, instead of regula-
tory solvency 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
for 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; ii) 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. 168 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 other Group
companies by the portfolio of policies in force at the valuation
date, calculating assets against technical reserves on the basis of
financial 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 as
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 value 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 iii) the life insurance
business income generated during the year in other E.FG. com-
panies (net of costs, adjustments for deferred acquisition costs,
taxes and minority interests), associated with distribution and
asset management activities.

Embedded value of the life insurance business (€/mil)
Embedded value at 31/12/2005 (1) A 2,771.6
Embedded value at 31/12/2006 B 2,754.4
Change in embedded value in 2006 c=b-a -17.2
Dividends distributed D 147.4
Net profit generated by other Group companies E 95.4
Added value for the period c+d+e 225.6
of which Added value from new sales and transformations 138.6

(1) Restatement of the traditional embedded value published in the 2005 financial statements.



Operating volumes
and organization

During 2006 the principal changes in the scope of Group consol-
idation were due to the inclusion at the end of the year of Cassa
dei Risparmi di Forli, Panonska Banka and Bank of Alexandria as
well as, beginning in the second quarter, Banca Italo Albanese.
These changes influenced some of the main operating volumes.
For the purposes of unity of comparison for these volumes, refer-
ence is also made to data suitably reconstructed 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 euro, 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 administration (+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 components, especially current
accounts and deposits, bonds and repurchase agreements.

Asset management and administration

At the end of 2006 assets under management amounted to
162.3 billion 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 billion euro.
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 (including 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 (/mil)

Asset management (€/mil)

187,564 -25,982 157,990 162,293
o ﬁ 446,394
122,519 Mutual funds and fund-based
- - = portfolio management
162,293
- Portfolio management
Life technical reserves
and financial liabilities
Asset Asset Direct Netting Total customer 31/12/2005 31/12/2006
management administration deposits financial assets
Customer financial assets
31/12/2006 31/12/2006 restated (1) 31/12/2005 Change Change
31/12/06-  31/12/06
31/12/05  restated-
31/12/05
(€/mil) (%) (€/mil) (%) (€/mil) (%) (%) (%)
Asset management 162,293 364 161,704 369 157,990 39.3 +2.7 +2.4
Asset administration 122,519 27.4 121,516 27.7 104,242 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, for purposes of homogeneous comparison with the data as at 31/12/2005, excluding the results of Banca ltalo Albanese, which entered
the scope of consolidation using the line-by-line method in May, Panonska Banka, Bank of Alexandria and Cassa dei Risparmi di Forli, consolidated on a line-by-

line basis at the end of 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 liquidity 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
"absolute 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 to include some foreign funds promoted in ltaly by
SICAV with foreign rights.

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

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

Life technical reserves and financial liabilities (e/mil)

106,219 108,818 45,892 46,610
Equity
Life technical reserves
Balanced
Bond
Life financial liabilities
Liquidit
i / Third party policies
31/12/2005 31/12/2006 31/12/2005 31/12/2006
Asset management
31/12/2006 31/12/2006 restated (1) 31/12/2005 Change Change
31/12/06- 31/12/06
31/12/05  restated-
31/12/05
(€/mil) (%) (€/mil) (%) (€/mil) (%) (%) (%)
Mutual funds and fund-based portfolio management 108,818 67.1 108,278 67.0 106,219 67.2 +2.4 +1.9
Portfolio management 6,865 4.2 6,865 4.2 5,879 3.7 +16.8 +16.8
Life technical reserves and financial liabilities 46,610 28.7 46,561 28.8 45,892 29.1 +1.6 +1.5
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 at 31/12/2005, excluding the results of Banca Italo Albanese, which entered
the scope of consolidation using the line-by-line method in May, Panonska Banka, Bank of Alexandria and Cassa dei Risparmi di Forli, consolidated on a line-by-

line basis at the end of 2006.

Change in asset management

2006 2006 2005

restated (1)
(€/mil) (€/mil) (€/mil)
Net inflow for the period 474 498 5,476
- mutual funds and fund-based portfolio management -550 -528 2,561
- portfolio 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 homogeneous comparison with 2005, excluding the results of Banca Italo Albanese, which entered the scope of consol-
idation using the line-by-line method in May, Panonska Banka, Bank of Alexandria and Cassa dei Risparmi di Forll, consolidated on a line-by-line basis at the end

of 2006.

Mutual funds by type

31/12/2006 (%) 31/12/2005 (%)
Equity 31.1 27.7
Balanced 7.1 7.5
Bond 42.8 45.9
Liquidity 19.0 18.9
Total Group mutual funds 100.0 100.0




the policy portfolio increased the significance of the phenomenon
of surrendering of policies, which almost entirely offset policies
issued during 2006: net flows totaled 0.2 billion euro. 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 2006, direct customer deposits amount-
ed to 187.6 billion euro, up 13.5% on an annual basis (homoge-
neously +9.8%). 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-

31/12/2006 31/12/2006 restated (2) 31/12/2005 Change  Change

31/12/06-  31/12/06

31/12/05  restated-

31/12/05

(€/mil) (%) (€/mil) (%) (€/mil) (%) (%) (%)

Current accounts and deposits 87,018 46.4 82,345 454 80,424 48.7 +8.2 +2.4

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

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

Bonds 37,391 19.9 36,287 20.0 32,656 19.8 +145  +11.1

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

Subordinated liabilities 8,012 4.3 7,944 4.4 6,221 3.8 +28.8 +27.7

Repurchase agreements and securities lending 15,331 8.2 15,178 8.4 10,545 6.4 +45.4  +43.9
Financial liabilities of the insurance business

designated as at fair value 22,978 12.2 22,978 12.7 22,413 13.6 +2.5 +2.5

Other deposits 4,121 2.2 4,036 2.2 2,336 1.4 +76.4  +72.8

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

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

(2) Reconstructed data to give unity of comparison with 31/12/2005, excluding the results of Banca Italo Albanese, which entered the scope of consolidation using
the line-by-line method in May, Panonska Bank, Bank of Alexandria and Cassa dei Risparmi di Forli that entered the area of line-by-line consolidation at end 2006.

Direct customer deposits by Business Sector
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31/12/2006 31/12/2006 restated (1) 31/12/2005 Change  Change

31/12/06-  31/12/06

31/12/05  restated-

31/12/05

(€/mil) (€/mil) (€/mil) (%) (%)

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

- Retail & Private-Commercial banks 64,833 64,833 59,800 +8.4 +8.4

- Other companies 300 300 322 -6.8 -6.8

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

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

- Other companies 1,917 1,917 2,198 -12.8 -12.8

- 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 +51.4 +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 6,472 7,597 +16.1 -14.8
Savings and Assurance 31,010 31,010 28,184 +10.0 +10.0
Central Functions (2) 41,523 41,523 33,615 +23.5 4235
Direct customer deposits 187,564 181,432 165,230 +13.5 +9.8

(1) The data was reworked, for purposes of homogeneous comparison with the data as at 31/12/2005, excluding the results of Banca Italo Albanese, which entered
the scope of consolidation using the line-by-line method in May, Panonska Banka, Bank of Alexandria and Cassa dei Risparmi di Forl, consolidated on a line-by-
line basis at the end of 2006.

(2) Includes deposits of Group Finance, mainly in bonds.
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parison), thanks to positive contributions from all the business lines.
The Retail & Private and Corporate business lines benefited from
the good performance of the commercial banks’ direct deposits.
The Wholesale business line recorded a 25.6% increase in deposits
(homogeneously +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, loans 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) amounted 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% homogeneously). 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-/long-term loans to the retail sec-
tor, disbursements totaled 10.1 billion euro. More 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 billion
euro 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
question 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 all compartments, with the sole exception of

Direct customer deposits (€/mil)

Financing to customers excluding NPF (/mil)

181,432 187,564 151,430 155,377
165,230 138,115
Financial liabilities
of insurance business Short-term
designated as at fair value financing
Securities
and other deposits
Medium-/long-term
Current accounts financing
and deposits
31/12/2005 31/12/2006 31/12/2006 31/12/2005 31/12/2006 31/12/2006
restated restated
Loans to customers (1)
31/12/2006 31/12/2006 restated (2) 31/12/2005 Change Change
31/12/06-  31/12/06
31/12/05  restated-
31/12/05
(€/mil) (%) (€/mil) (%) (€/mil) (%) (%) (%)
Short-term financing 48,983 31.1 47,574 30.9 42,228 30.3 +16.0 +12.7
Medium-/long-term financing 106,394 67.4 103,856 67.5 95,887 68.7 +11.0 +8.3
Financing to customers excluding NPF 155,377 98.5 151,430 984 138,115 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 0.9 312 0.2 n.s. n.s.
Loans to customers 157,800 100.0 153,779 100.0 139,507 100.0 +13.1 +10.2

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

(2) Reconstructed data to give unity of comparison with 31/12/2005, excluding the results of Banca Italo Albanese, which entered the scope of consolidation using
the line-by-line method in May, Panonska Bank, Bank of Alexandria and Cassa dei Risparmi di Forli that entered the area of line-by-line consolidation at end 2006.
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financing to governments and public entities (-12.1%; -12.7%
homogeneously). The growth of financing to financial 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
includes loans to municipal companies under Banca OPI.

The division of loans by Group Business Sector posted an

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

Loans to customers by counterparty (1)

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 to banks
acquired in 2006. The increase in loans of the Central Functions
(+71.3%) is attributable both to the repurchase agreements

31/12/2006 31/12/2006 restated (2) 31/12/2005 Change  Change

31/12/06-  31/12/06

31/12/05  restated-

31/12/05

(€/mil) (%) (€/mil) (%) (€/mil) (%) (%) (%)

Financing to households 36,745 23.3 35,845 23.3 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 11.3 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 1,316 0.9 312 0.2 n.s. n.s.

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

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

(2) Reconstructed data to give unity of comparison with 31/12/2005, excluding the results of Banca Italo Albanese, which entered the scope of consolidation using
the line-by-line method in May, Panonska Bank, Bank of Alexandria and Cassa dei Risparmi di Forli that entered the area of line-by-line consolidation at end 2006.
(3) Excluding financing to municipal companies under Banca OPI, included in financing to non-financial companies.

Loans to customers (excluding NPLs) by Business Sector

31/12/2006 31/12/2006 restated (1) 31/12/2005 Change  Change

31/12/06-  31/12/06

31/12/05  restated-

31/12/05

(€/mil) (€/mil) (€/mil) (%) (%)

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

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

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

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

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

- Other companies 5,908 5,908 5,609 +5.3 +5.3

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

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

- Large Groups 6,139 6,139 7,574 -18.9 -18.9

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

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

- Other 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 9,368 5,469 +71.3 +71.3
Loans to customers excluding NPLs 156,699 152,746 138,427 +13.2  +10.3

(1) The data was reworked, for purposes of homogeneous comparison with the data as at 31/12/2005, excluding the results of Banca ltalo Albanese, which entered

the scope of consolidation using the line-by-line method in May, Panonska Banka,
line basis at the end of 2006.
(2) Include the loans of Group Finance.

Bank of Alexandria and Cassa dei Risparmi di Forli, consolidated on a line-by-
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linked to treasury transactions and to the loans in the form of
debt securities.

At the end of 2006, 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 total loans, down two-tenths of a
point compared to 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%.

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%

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 excluding the abovementioned
new Group companies:

e non-performing financing amounted to 1,033 million euro,
down 4.4% from the end of 2005. The ratio of non-perform-
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;

e problem and restructured financing totaled 1,248 million euro,
with a 6.8% increase over the twelve months, partially attrib-
utable to the transfer of loans due to this caption. The weight
of funds under adjustment reached 29.8%;

Non-performing financing to customers (€/mil)

Problem and restructured financing to customers (€/mil)

1,101 1,300
1,080 1,033 168 1,248
31/12/2005 31/12/2006 31/12/2006 31/12/2005 31/12/2006 31/12/2006
restated restated

Qualitative analysis of the loan portfolio (1)
31/12/2006 31/12/2006 restated (2) 31/12/2005 Change  Change
31/12/06-  31/12/06
31/12/05  restated-
31/12/05
(€/mil) (%) (€/mil) (%) (€/mil) (%) (%) (%)
Non-performing financing 1,101 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 765 750 0.5 1,066 0.8 -28.2 -29.6
Defaulted securities held in the portfolio - 0.0 - 0.0 - 0.0 - -
Doubtful loans - customers 3,229 2.0 3,049 2.0 3,331 24 -3.1 -8.5
Performing financing 153,249 149,414 97.1 135,864 97.4 +12.8  +10.0
Performing debt securities held in the portfolio 1,322 0.8 1,316 0.9 312 0.2 n.s. n.s.
Loans to customers 157,800 100.0 153,779  100.0 139,507  100.0 +13.1  +10.2
Non-performing and problem financing - banks - - - - -
Financing due/overdue by more than 180 days - banks - - - - -
Financing to countries at risk - banks 30 29 47 -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) Including accruals and value adjustments for fair vale coverage.

(2) Reconstructed data to give unity of comparison with 31/12/2005, excluding the results of Banca Italo Albanese, which entered the scope of consolidation using
the line-by-line method in May, Panonska Bank, Bank of Alexandria and Cassa dei Risparmi di Forli that entered the area of line-by-line consolidation at end 2006.



Financing due/overdue by more than 180 days (€/mil)

1,066
750 765
31/12/2005 31/12/2006 31/12/2006
restated

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

e 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 doubtful loans to customers

Interbank position, securities and derivatives
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from 3,049 million euro 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 Group’s liquidity policy. To access the medium-
/long-term derivatives markets, the Treasury of the Parent Bank
was supported by the subsidiary Banca IMI, which carries out the

31/12/2006 31/12/2005 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 21.2 +44.3
Liabilities 38,831 100.0 35,683 100.0 +8.8
- Parent Bank 25,436 65.5 19,786 554 +28.6
- Banca IMI 6,038 15.6 7,170 20.1 -15.8
- Others 7,357 18.9 8,727 24.5 -15.7
Securities (1) (2) 73,666 100.0 68,319 100.0 +7.8
- Parent Bank 8,041 10.9 8,294 12.1 -3.1
- Banca IMI 11,479 15.6 11,480 16.8 -0.0
- EurizonVita (already A.I.P) 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 53.5 +5.9
Dealing derivatives (notional) 1,080,011 100.0 1,219,569 100.0 -11.4
- Parent Bank 79,930 7.4 61,899 5.1 +29.1
- Banca IMI 964,752 89.3 1,130,132 92.7 -14.6
- Others 35,329 33 27,538 2.2 +28.3

(1) The figure does not include securities classified in loans & receivables, reported among "Securities" (2,438 million euro at 31 December 2006 and 998 million at

31 December 2005).

(2) The figure includes debt and capital securities (including O.I.C.R. quotas) classified in the various portfolios, except for "Other equity investments" 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 Group’s 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 to infragroup
financing and deposits. 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
2006, composed as follows:

e 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 II);

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

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

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

e 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 Ltd on the domestic market, and
thus unlisted, regarding the placement of retail policies in
Italy.

Part of these medium-/long-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 euro (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 Sanpaolo 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 fur Wiederautbau) in favor 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 from KfW for
200 million euro.

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

carry out any autonomous issues. As part of its own activities,
the subsidiary Banca IMI issued bonds for a total of 524 million
euro, including senior structured bonds for 495 million euro,
placed through the Group’s networks. It also issued subordi-
nated bonds (Tier Ill) 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 8.3 billion 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 corporate bonds and the remaining 3% by
O.1.C.R. (Collective Savings Investments Organization) funds.
With the aim of maximizing profit opportunities, portfolio man-
agement maintained, through the component of securities eli-
gible for Eurosystem monetary policy operations, the collateral
suitable for managing liquidity 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 equal to 30.5 billion euro, while
transactions involving repurchase agreements, primarily short-
term transactions, amounted to 680.7 billion euro, of which
260.1 billion 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 41% of the securities
portfolio, while securities designated as at fair value made up
58% and financing and loans the remaining 1%. More specifi-
cally:

e 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 euro, maintained an aver-
age impact of 6% throughout the period, in line with the
medium- and long-term profit objectives of the Company;

e investments designated as at fair value, equal to 28 billion
euro, comprised index-linked policies for 39% and unit-



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

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

At the end of 2006, hedging in the form of collars expiring in
April 2007 amounted to a notional value of 4,154 million 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
million euro, compared with 91 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 Italian 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-
PAOLO IMI network in offers for SMEs and households.

Banca IMI 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 authorities.

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.I.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 4.9 billion euro 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 volume 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 to the branches of the network banks.

During 2006, the advisory business of Banca IMI benefited from
the overall positive trend in Merger & Acquisitions 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 SANPAOLO 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 important transactions.

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

Points and Initiatives 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 public

purchase offer for Banca Fideuram shares.

In structured finance operations, Banca IMI acted directly, and in
a supporting role to SANPAOLO 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 OPI.

As regards Banca OPI's advisory activities, during 2006 the bank
confirmed its significant role in financing to Italian 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 Piedmont 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 OPlI took on 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.OPI, 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 Italian 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 3,861 million euro 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 shareholders’ equity). This cap-
tion increased by 74 million euro compared with the value as of

31 December 2005, as a result of:

e acquisitions and subscriptions for 139 million euro (of which
44 million attributable to goodwill);

e sales for 28 million euro;

e adecrease 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;

e 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:

e the increase in the shareholding in SI 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;

e 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
31/12/2006 31/12/2005 Change
31/12/06-31/12/05
(€/mil) (€/mil) (%)
Equity shareholdings (1) 893 819 +9.0
Qualified investments 786 690 +13.9
Goodwill arising on application of the equity method 107 129 -17.1
Other shareholdings (2) 3,861 3,093 +24.8
of which:
- Santander Central Hispano 1,934 1,524 +26.9
- Natlxis 435 - n.s.
- Banca d'ltalia 185 185 -
- Borsa Italiana S.p.A. 177 134 +32.1
- FIAT S.p.A. 132 67 +97.0
- Parmalat S.p.A. 97 62 +56.5
- Banca delle Marche S.p.A. 92 92 -
- Azimut S.p.A. 87 71 +22.5
- Iride S.p.A. 72 - n.s.
- Banco del Desarrollo 57 62 -8.1
- Istituto per il Credito Sportivo 48 50 -4.0
- IXIS Asset Management Group S.A. - 216 -100.0
- IXIS Corporate & Investment Bank S.A. - 91 -100.0

(1) The list is given in the Explanatory Notes (Part B - Assets - Section 10).
(2) Included in the caption "Available-for-sale financial assets - Equities".



at 18.6% of capital at the end of 2006;

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

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

The decreases involved:

e the disposal of the Slovene shareholding in Splosna Plovba
Portoroz D.o.0. (21%) for 12.7 million euro with a capital
gain of 12.3 million euro.

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

e 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 following are noted:

e 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 Italian group
operating in the electro-medical equipment sector;

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

e 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 portfolio.

Other shareholdings

The Group’s remaining shareholdings are classified under
“Available-for-sale financial assets — Equities”. As of 31
December 2006, 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:

e the subscription to (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 outflow 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%;

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

e the increase, from 3.2% to 9.3%, of the shareholding in
Societa Interbancaria per |I'’Automazione - Cedborsa, a com-
pany operating in networking of financial markets and pay-
ment systems, through the purchase from the I[talian
Bankers' Association (ABI) of 6.05% of the share capital, for
14.8 million euro;

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

e 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;

e 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;

e the increase (from 1.85% to 5%, taking into account the
increase in company capital and with an outlay of 7.7 mil-
lion 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 ltaliana.

The main disposals involved:

e 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 (Banque Populaire
Group), at a total price of 506 million euro, achieving a cap-
ital gain of 228 million euro, and the subsequent acquisition
by these companies of 1.68% of Natlxis, through Sanpaolo
IMI International for a value 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;

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

e 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:
e the acquisition, for a total of 29.2 million euro, of equity
shareholdings 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 Sanpaolo IMI Private Equity Scheme BV;

e the sale — on the exercise of the shareholders’ agreements of
January 2005 - of the 1.97% share in Fincantieri S.p.A. for
13.1 million euro and a capital gain of 6.5 million;

e 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 million
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 million 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 Group net shareholders' equity (€/mil)
Group net shareholders' 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 2,771
- Net profit for the period 2,148
- Net change in valuation reserves 309
AFS reserve 453
- corresponding to capital securities 593
- corresponding to debt securities -140
Reserve for recognition of actuary profits/losses 85
Other valuation reserves 11
Conversion of valuation reserves into capital -240
- Increase of company capital due to conversion
of valuation reserves 240
- Stock option 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 change in valuation reserves, which went from

1,286 million euro to 1,595 million, was impacted by:

e 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 million euro and in FIAT for 65 million euro);

e 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;

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

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

deriving from special revaluation laws 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 Regulatory 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 Ratio 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 own means of value reserves matured
before 1 January 2005 on equity shareholdings placed in the
available-for-sale portfolio under IAS/IFRS.

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 shareholdings in insurance compa-
nies and companies with insurance holdings, as well as their
related 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 regulations 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 IMI Asset Management SGR) as
they are controlled by Eurizon Financial Group, despite Eurizon
and the two companies being ascribed to the SANPAOLO 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 calculated by reassigning the contribution
attributable to Banca Fideuram and Eurizon Capital SGR to the
banking business.

Given that definitive calculation of these aggregates will 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.



Requlatory capital and solvency ratios

31/12/2006  31/12/2005

Regulatory capital (€/mil)
Tier 1 capital 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 13,698
Tier 3 subordinated loans 599 596
Total regulatory capital 15,685 14,294
Weighted assets (€/mil)
Credit risk 155,896 136,017
Market risk 13,941 15,237
Other 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 million 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% for 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 Sanpaolo shareholders will be distributed draw-
ing entirely from the profits and 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 financial 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.I.C.R.s (collective investment entities) within the
context of the Group’s insurance business and, in accordance with
international accounting standards, were consolidated 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 allocated
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 IAS 32, these shares are shown, at
historic values, 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 territory. In
order to effectively satisfy the different needs of households and
businesses, the distribution model is based on specialization of
the branches according to the type of customer served (corporate,
retail & private). Internet, phone, mobile and remote banking
services also support customer operations.

As of 31 December 2006, the SANPAOLO IMI Group had a net-
work of 3,286 branches in Italy, distributed as follows: 33.6% in
the North West regions, covered extensively by the Sanpaolo net-
work; 29% in the North East, which comprises the branches of
four networks (Cassa di Risparmio di Padova e Rovigo, Cassa di
Risparmio in Bologna, Cassa di Risparmio di Venezia and
Friulcassa), of Sanpaolo Banca dell’Adriatico and of Cassa dei
Risparmi di Forli; 24.8% in Southern Italy and the Islands, headed
by Sanpaolo Banco di Napoli on the mainland and by the Sanpaolo
network on the Islands. The remaining 12.6% of the Group’s net-
work is located in Central Italy, where the Group is present also
through the branches of the new Sanpaolo Banca dell’ Adriatico.

During the year, the process, begun 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 commercial banks for the pur-
poses of brand clarity, the merger by incorporation of Banca
Popolare dell’Adriatico (BPdA) into SANPAOLO and the subse-
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quent spin-off of the company branch made up of the Sanpaolo
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 a new banking compa-
ny called Sanpaolo Banca dell’Adriatico S.p.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
13.4% 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” automated teller machines - ATMs (at the end of
December 2006, these comprised 1,969 Sanpaolo ATMs, 871
Sanpaolo Banco di Napoli ATMs and 1,195 ATMs 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, 19,901 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 Sanpaolo Invest SIM, in addi-
tion to five loan negotiators and 151 agents of Neos Banca.

The Group operates abroad 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 Italo Albanese,
Cassa dei Risparmi di Forli, 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) 31/12/06 restated-

31/12/05 (%)

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 dell'Adriatico 1,017 1,017 1,009 +0.8

Sanpaolo Banco di Napoli 678 678 687 -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 31/12/2005, excluding the results of Banca Italo Albanese, Panonska Banka, Bank of Alexandria
and Cassa dei Risparmi di Forli, that entered the scope of line-by-line consolidation during 2006.
(2) Figures as at 31/12/05 have been reclassified following the extraordinary transaction of merger and spin-off of Banca Popolare dell'Adriatico and the area reor-

ganization involving Group branches.

(3) Includes the branches of Cassa dei Risparmi di Forli (85), Banca Fideuram (95), Neos Banca (27), Farbanca (1), Banca IMl (1) e Banca OPI (4).

Group distribution network in Italy as of 30 December 2006

Sanpaolo  North East Sanpaolo  Sanpaolo Other TOTAL %
banking Banca Banco networks
network (1) dell'Adriatico di Napoli ~ (2)
North West (Piedmont, Valle d'Aosta, Lombardy and Liguria) 1,059 1 - - 44 1,104 33.6
North East (Triveneto and Emilia Romagna) 5 818 14 - 117 954 29.0
Center (Tuscany, Marche, Umbria, Lazio, Abruzzo and Molise) 195 - 184 4 32 415 12.6
South and Islands (Campania, Puglia, Basilicata, Calabria, Sicily and Sardinia) 119 - - 674 20 813 2438
Banking branches and area offices in Italy 1,378 819 198 678 213 3,286 100.0

(1) Includes Cassa di Risparmio di Padova e Rovigo, Cassa di Risparmio in Bologna, Cassa di Risparmio di Venezia and Friulcassa.
(2) Includes the branches of Cassa dei Risparmi di Forli (85), Banca Fideuram (95), Neos Banca (27), Farbanca (1), Banca IMI (1) e Banca OPI (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 to 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
October 2005, is linked to the continuation of the investments in
personnel which began in 2005, to support commercial activities
in the Banking sector and the expansion of the Savings and
Assurance sector.

The workforce 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

Report on Group Operations — Operating volumes and organization

requirements, and Banca IMI and Banca OPI following the decen-
tralization to 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 5 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 to 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 amounted 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 workforce 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
IMI Internazionale grew by 150 (+7.6%), as a result of investments

in personnel to support the opening of new branches.

Personnel
31/12/2006 31/12/2006 31/12/2005 Change Change
restated (1) pro forma 31/12/06 restated- 31/12/06-31/12/05
31/12/05 pro forma pro forma
(%) (%) (%) (%) (%)
Parent Bank 20,566 41.3 20,566 48.1 20,505 48.6 61 0.3 61 0.3
North East banking networks and
Sanpaolo Banca dell'Adriatico 9,448 18.9 9,448 221 9,462 22.5 -14 -0.1 -14 -0.1
Sanpaolo Banco di Napoli 5,770 11.6 5,770 13.6 5,746 13.6 24 0.4 24 0.4
other companies 14,078 28.2 6,943 16.2 6,452 15.3 491 7.6 7,626 118.2
Period-end headcount (2) 49,862  100.0 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 914 1.8 835 2.0 840 2.0 -5 -0.6 74 8.8
Managers 16,723 33.5 14,387 33.7 13,885 329 502 3.6 2,838 20.4
of which: third and fourth
level managers 5,222 10.5 5,163 12.1 5,007 11.9 156 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 personnel (3) 209 178 161 17 10.6 48 29.8
Total 50,071 42,905 42,326 579 1.4 7,745 18.3

(1) Figures have been reclassified for homogenity of comparison with 31/12/2005, excluding Banca Italo Albanese, Panonska Banka, Bank of Alexandria and Cassa

dei Risparmi di Forli, that entered the scope of line-by-line consolidation during 2006.

(2) Figures as of 31/12/2005 have been reclassified with respect to the 2005 Annual Report to take into account the spin-off of branches following the area reor-
ganization of the North East banking networks and the creation of Sanpaolo Banca dell'Adriatico in the quarter May-July 2006 and the exit of GEST Line from the

scope of consolidation of the Group.
(3) Includes workers on fixed-term contracts and contracts for 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
OPI (+44 resources, +24.9%) also grew, partly in support of their
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 incentives

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 (SANPAOLO IMI,
Sanpaolo 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, belonging 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 sec-
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 million 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 commercial 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 Sanpaolo Banco di Napoli,
Sanpaolo 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 involvement 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 June 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
guota 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 official 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 Sanpaolo S.p.A. shares, which will be restricted for
three years, to all employees of the commercial banks of the for-
mer SANPAOLO 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:

e clear identification of responsibility for taking on risks;

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

e 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,
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, 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-
niques 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 to the business lines 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 financial 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 Italy with D.Lgs. 297 of 27
December 2006.

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

e 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 internal
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 more analytical approaches.

The regulations are designed to promote the adoption of more
sophisticated methods, in both credit risks and operational risks,
through a lower absorption 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-
PAOLO IMI 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
Corporate 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 also 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 quantitative information on Group risk manage-

ment and control can be found in Part E of the Explanatory Notes
to the Consolidated Financial 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 SANPAOLO IMI, relating to
shares of over 2% (held directly and/or indirectly), was as shown
in the table below.

Shareholders of SANPAOLO IMI

% of capital
total  ordinary

Compagnia di San Paolo 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 Agnelli e C. Sapaz 4.96 5.85
Banco Santander Central Hispano 3.63 4.27
Carlo Tassara S.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 January 2007, the shareholders converted their holding into
shares in the incorporating company on the basis of the exchange
rate of 3.115 Intesa Sanpaolo 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.

SANPAOLO IMI debt ratings

Fitch
e Short-term debt F1+
e Medium-/long-term debt (senior) AA-
Moody's Investors Service
e Short-term debt P-1
e Medium-/long-term debt (senior) Aa3
Standard & Poor's
e Short-term debt A-1+
e Medium-/long-term debt (senior) AA-

In July 2006, Standard & Poor’s raised its rating from A+/A-1 to
AA-/A-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 1 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.

SANPAOLO IMI share price and dividends
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On the same date, SANPAOLO 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 Sanpaolo shares for one SANPAOLO IMI share.

Market comparison

Year High Low  Average Unit Dividend  Payout

dividend yield (1) ratio (2)
(€) (€) (€) (€) % %

1997 8.800 4.564 6.275 0.06 091 534
1998 16.274 8717 12.429 046 374 717
1999 16.071 10.970 13.192 0.52 391 69.0
2000 20.800 11.483 16.612 0.57 342 617
2001 18.893  8.764 14.375 0.57 3.97 66.5
2002 13.702  5.231 9.439 030 3.18 62.0

29/12/2006 30/12/2005 Change
29/12/06 -
30/12/05

(%)

17.600
3,986

13.216
3,230

+33.2
+23.4

SANPAOLO IMI share price (€)
Historical MIB bancario index

2003 11346 5796  8.158 039 478 737

29/12/2006 31/12/2005

2004 11.072 8799  9.826 047 478 62.9

Book value per share (€) 7.66 7.22

2005 13.420 10.201 11.836 0.57 482 538
2006 17.928 12.986 15.127 (3)

300

(1) Calculated on annual average price.
(2) On consolidated income.
(3) The dividend is distributed by Intesa Sanpaolo.
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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 is given in the Explanatory Notes to these consolidated
financial statements (Part A and Part B — Assets — Section 10).

Corporate bond risk and protection of savers

The serious 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, to 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 confirmed the virtual ceasing of claims relating to invest-
ments in corporate bonds issued by the Cirio and Parmalat
groups. On 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 default, 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 Italy and Argentina — as the most suitable solution to
safeguard the interests of Italian investors who had not subscribed
to the Public Exchange Offer that closed 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 consultancy of an Italian 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 it had
filed for recourse at the ICSID Tribunal and, in representation of the
investors who conferred power 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 SANPAOLO IMI
Group Parmalat bondholders” has organized the civil actions of
over 32,000 subscribers to the power of attorney in the two legal
proceedings 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 physiological 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
Model that is firmly integrated at Group level. This structure is
deemed to meet the requirements of the Sarbanes-Oxley Act, and,
in particular, the need to evaluate the effectiveness of the control
system over the procedures for drawing up financial 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 COSO - COmmittee of Sponsoring Organizations of the Treadway Commission — is a US body whose aim is to improve the quality of company information by defin-
ing ethical standards and an efficient system of corporate governance and organization.
2 COBIT - Control 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 sector.



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

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

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

e evaluation for the release of declarations 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
Control), 90 to support areas (Legal, Payment Systems, Human
Resource Management, and 272 to Information Technology
(Planning and Organization, Purchasing and Production, Issuing
and Assistance, Monitoring).

During the processes, over 13,000 controls were analyzed and
described, and particularly rigorous 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 incorrect behavior (ethical code, disciplinary sys-
tem, governance committees, risk policy, etc.).

The decision by the new Intesa Sanpaolo 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
231/2001 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, to testify, as from the 2007 Half Year
Report, to the adequacy and effective application of procedures for
the drafting of the annual consolidated financial statements.

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 general 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-workers 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, SANPAOLO 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 IAS 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 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 SANPAOLO IMI into Banca Intesa, in
January 2007 a new organizational structure of the Intesa
Sanpaolo Group was launched.

Besides responding to 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 Italy 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
offered, 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 Network
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 necessary, 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:

o 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)

509 -8 2,148

Banking Savings and Central Grou
Assurance Functions tota

2006 allocated capital by Business Sector

24.2% - Central Functions 63.4% — Banking

12.4% - Savings and Assurance




Parent Bank line 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;

e for those Business Sectors whose activities are wholly carried out

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

Banking Savings and Central Group
(1) Assurance Functions (2) total

TOTAL OPERATING 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 n.s. +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
31/12/2006 restated (5) 156,262 9,252 50,946 216,460
31/12/2005 pro forma (3) 146,007 6,460 33,301 185,768
Change 31/12/2006-31/12/2005 pro forma (%) +12.1 +43.2 +53.0 +20.5
TOTAL INTEREST-BEARING LIABILITIES (€/mil) (4)
31/12/2006 145,034 8,252 62,603 215,889
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 33.6 n.s. 17.6
2005 pro forma (3) 23.0 34.3 n.s. 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
31/12/2005 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 periods is affected by the non-recurring extraordinary results realized in 2005 on the Italenergia Bis operation, as described in the

report on Banking.

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

(4) Excluding Banca IMI group.

(5) Figures restated excluding Cassa dei Risparmi di Forli, Panonska Banka, Bank of Alexandria and Banca Italo Albanese, which entered the scope of consolidation in

2006.

59



60

Report on Group Operations — Group business structure

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’ equity at
the end of the year (excluding 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.I.P.) and Eurizon Capital (formerly Sanpaolo 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 includes the companies IMI Investimenti,
charged with private equity activity and the management of sig-
nificant industrial equity shareholdings, Sanpaolo Bank
(Luxembourg), which operates in international private banking,
Cassa dei Risparmi di Forli e della Romagna (formerly Cassa dei
Risparmi di Forli) and Sanpaolo 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 [talenergia Bis transaction
executed in the third quarter. This performance is associated with
an 11.8% increase in absorbed capital, which led to a decrease in
RORAC to 21.3% (from 23% in 2005). The development of rev-
enues effectively offset the increase in operating costs, causing 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 is 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, i.e. excluding the
results of Banca ltalo Albanese, Panonska Banka, Bank of Alexandria
and Cassa dei Risparmi di Forli 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 income. This growth was achieved notwithstanding the
comparison base including some non-recurring revenue compo-
nents, which were mentioned earlier. 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 forma 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 +19.1
Profits (losses) on equity shareholdings 41 56 -26.8
Income from insurance business - - -
Total operating income 7,068 6,579 +7.4
Net adjustments to loans -518 -520 -0.4
Net adjustments to other financial assets -5 - n.s.
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 goodwiill - -1 -100.0
Profits (losses) from disposals of investments - 1 -100.0
Net provisions for 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 - - -
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 2,416 +14.4
ALLOCATED CAPITAL (€/mil) 7,730 6,913 +11.8
RATIOS (%)
Profitability 21.3 23.0
Cost / Income ratio 53.2 54.7
31/12/2006 31/12/2006 31/12/2005 Change
restated pro forma  31/12/06-31/12/05
(2) (1) pro forma (%)
OPERATING DATA (€/mil)
Intermediary funds 492,817 480,735 446,527 +10.4
Customer financial assets 346,810 338,681 314,691 +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 69,420 68,828 +1.9
- portfolio management 6,229 6,229 5,195 +19.9
- life technical reserves and financial liabilities 30,664 30,371 29,720 +3.2
- asset administration 127,769 126,766 110,767 +15.3
- netting (3) -3,004 -3,004 -3,250 -7.6
Net asset management flows 197 150 5,534
Net loans to customers excluding NPLs 146,007 142,054 131,836 +10.7
Total interest-earning assets (4) 163,626 156,262 146,007 +12.1
Total interest-bearing liabilities (4) 145,034 138,134 129,607 +11.9
OPERATING STRUCTURE
Employees 41,659 34,493 34,106 +22.1
Domestic branches 3,191 3,106 3,081 +3.6
Foreign branches and representative offices 411 152 132 n.s.

(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) Figures restated excluding Cassa dei Risparmi di Forli, Panonska Banka, Bank of Alexandria and Banca Italo Albanese, which entered the scope of consolidation in
2006.

(3) Relating to Banca IMI fund-based structured bonds.

(4) Excluding 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
clients, 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 pharmaceutical and health-care sector. As
regards the latter, on 6 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 classic 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 to 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 personnel 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% over 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 portfolio 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 Italy 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 craftsmen. 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 euro and with loan facilities of less than one mil-
lion euro. The larger retail branches also operate private cus-
tomer service modules, in addition to the operating points specif-
ically 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 the 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:

e 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;

e the introduction of a banking area officer for personal and
family customers to support the managers of smaller branches
in the overall management of commercial priorities, in the use
of basic instruments and in training requirements.

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

e 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 all, supervise and protect the terri-
tory of reference in a more consistent and marked way to fos-
ter the development of new relations;

e the presence of small 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 financing, 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 boosting of cross-selling and improved retention
rates, with customer leaving rates falling considerably compared
to 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 also to 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

Retail & Private
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Attivo”); the commercialization of the new Luxembourg multi-
compartment fund “Sanpaolo Manager Selection Fund”, which
includes four new multi-manager compartments differentiated

2006 2005 Change
pro forma 2006 / 2005
(1) pro 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 liabilities 11 7 +57.1
Dividends and income from other financial assets and liabilities 36 33 +9.1
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 to tangible and intangible assets -5 -7 -28.6
Operating costs -2,641 -2,542 +3.9
Other net income (expenses) -1 15 n.s.
Impairment of goodwill - - -
Profits (losses) from disposals of investments - - -
Net provisions for risks and charges -21 -19 +10.5
Pre-tax operating profit 1,556 1,274 +22.1
Taxes for the period -675 -557 +21.2
Profits (losses) 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 432 36.7
Cost / Income ratio 60.0 63.4
31/12/2006 31/12/2005 Change
pro forma 31/12/06-31/12/05
(1) pro forma (%)
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 +19.6
- life technical reserves and financial liabilities 30,371 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 49,956 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 account 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 to the
Group; the enrichment of the portfolio 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 “Sanpaolo All”; the placement of several series of
index-linked policies of the “Blue Profits” line; the placement of
certificates issued by Banca IMI named “Equity Protection Banca
IMI' S&P/MIB”; the placement of fund-based bonds issued by
Banca IMI 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. More specifically the
launch of “Sanpaolo Futura Capitale” and “Sanpaolo Futura
Reddito”, traditional life-insurance products with guaranteed cap-
ital and minimum yield; “Sanpaolo Futura Private”, with charac-
teristics similar to the former but designed for private and highly
affluent customers; and “Sanpaolo Futura Continua”, which
allows clients holding EurizonVita policies about to expire to rein-
vest the capital at the same conditions.

As regards financing products, the following have been launched:
"Prestito Sanpaolo”, the financing that offers retail customers
new options having financial flexibility; “Sanpaolo 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 Sanpaolo
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-
tioned: redefinition of the commercial offer by launching three
new account products, “Sanpaolo Zerotondo”, an account with-
out management expenses on transactions through direct chan-
nels usable from home, “Sanpaolo Contutto”, an account that
rewards 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 limited number of operations without
expenses; the issue of the Soldintasca Borsellino card, a bearer card
usable in Italy 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 Olympics and
Paralympics of Turin 2006, of a specific “Desk Olimpico
Straordinario” dedicated to customer assistance regarding pay-
ment 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 investment 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 increased 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 tools 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
to further boosting the professionalism underlying customer-ori-
ented services and the sales capacity of network employees.
During 2006, some 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 skills acquired in the product companies, starting
in November 2006 the revolving credit cards 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.



Corporate

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 Sanpaolo 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 (+9.7%) and, to a lesser degree, deposits

Corporate
2006 2005 Change
pro forma 2006 / 2005
(1) pro forma (%)
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 - - -
Dividends and income from other financial assets and liabilities 108 80 +35.0
Profits (losses) on equity shareholdings - - -
Income from insurance business - - -
Total operating income 1,412 1,295 +9.0
Net adjustments 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 -
Operating 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 +18.9
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 10.0 9.4
Cost / Income ratio 40.7 43.1
31/12/2006 31/12/2005 Change
pro forma 31/12/06-31/12/05
(1) pro forma (%)
OPERATING DATA (€/mil)
Intermediary funds 103,076 93,198 +10.6
Direct deposits 16,110 15,829 +1.8
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, investment 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 million 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. Allocated 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 cost/income 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 level 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.

Furthermore, starting from the beginning of the year, an organi-
zational structure has been activated with the aim of developing
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 available 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 Consortia, 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 punctual 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-/long-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 services, state-of-the-art
treasury management functions, and administrative support are
now offered, too. After defining the regulatory framework of ref-
erence, this initiative also involved the design and launch of the
electronic invoicing service.

Special attention was given to expanding the client 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 specialist competencies and technical-com-
mercial 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;
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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 network
of the Parent Bank with regard to corporate lending activities, the

Wholesale
2006 2005 Change
pro forma 2006 / 2005
(1) pro forma (%)
STATEMENT OF INCOME (€/mil)
Net interest income 412 419 -1.7
Net commissions 194 215 -9.8
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 financial assets and liabilities 296 173 +71.1
Profits (losses) on equity shareholdings 20 3 n.s.
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 - n.s
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 -10.5
Operating costs -369 -325 +13.5
Other net income (expenses) 9 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 n.s.
Profits (losses) 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 (%)
Profitability 15.9 20.8
Cost / Income ratio 38.0 39.0
31/12/2006 31/12/2006 31/12/2005 Change
restated pro forma 31/12/06-31/12/05
(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 39,096 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 n.s.
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 line (inclusion of the international network, investment banking, operations with

large groups and public authorities and entities).

(2) Figures restated excluding Panonska Banka, Bank of Alexandria and Banca Italo Albanese, which entered the scope of consolidation in 2006.

(3) Excluding Banca IMI group.
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Irish subsidiary Sanpaolo IMI Bank Ireland, and Sanpaolo 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, to a lesser degree, in the financing
of the international compartment (also for new acquisitions), of
investment banking and large groups, against a reduction in loans
to the public sector. Regarding the latter, it should be specified that
when investments in securities are included, the overall financings
showed an increase. Excluding the results of Banca Italo 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 decline 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 2005.

The cost/income ratio dropped by one percentage point, thereby
reaching 38%.

Investment Banking and Large Groups

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

In 2006, 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 product 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 rate and
equity derivatives to support the placement of structured and
exotic products. Structured finance activity also 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 IMI is to offer specialized 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 IMI 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 Portfolio Management in the area of the corporate
loans portfolio of SANPAOLO IMI and on seeking innovative solu-
tions for the management of SMEs credit risks.

In the equity & commodity trading compartment, there was inten-
sive market-making activity on optional products — including the
relaunch of covered 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 commodities for retail and corporate cus-
tomers. Concerning brokerage activities, there was an increase in
volumes and overall results among institutional customers as well
as the retail 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 and 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 IMI in the TLX market, the launch of which

2006 2005 Change
pro forma 2006 / 2005
(1) pro forma (%)
STATEMENT OF INCOME (€/mil)
Net interest income 152 167 -9.0
Net commissions 100 122 -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 476 391 +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 -194 -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 n.s.
Profits (losses) on discontinued operations - - -
Integration charges net of tax - - -
Profit attributable to minority interests - - -
Net profit 173 247 -30.0
ALLOCATED CAPITAL (€/mil) 1,120 980 +14.3
RATIOS (%)
Profitability 15.4 25.2
Cost / Income ratio 39.4 38.7
31/12/2006 31/12/2005 Change
pro forma 31/12/06-31/12/05
(1) pro forma (%)
OPERATING DATA (€/mil)
Intermediary funds 28,333 25,417 +11.5
Direct deposits 11,104 9,535 +16.5
Net loans to customers excluding NPLs 11,152 10,964 +1.7
Banca IMI S.p.A. trading volumes
- trading 468,606 559,393
- sales 222,420 201,243
- repurchase agreements 1,222,036 1,657,387
- placements 6,870 6,930
OPERATING STRUCTURE
Employees 658 630 +4.4

Domestic branches

1

1

Foreign branches and representative offices

1

1

(1) Data reworked to take into account the changes in scope (exclusion of private equity operations and inclusion of large groups activities).
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is planned for the beginning of 2007. As regards the public
authorities customers, 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.

In reference to the capital markets activities, Banca IMI played the
role of lead manager in 65 bond 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 bond linked to Greece’s inflation. It was
bookrunner on behalf of financial customers for the senior issues
of KFW, Banca delle Marche, Fidis Retail, VVeneto Banca, Banca
Popolare di Bari, Banca Agrileasing, American International Group,
CR Bolzano and CR Firenze, 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 lead
manager for the subordinated issue of Banca Carige and arranger
of the EMTN Programs of Mediocredito Trentino, CR Bolzano and
Findomestic Banca. For its corporate customers, Banca IMI acted as
bookrunner for the issues of Hera and General Electric. In the secu-
ritization sector an operation was carried out on loans issued by
SANPAOLO IMI to SMEs backed by Unionfidi and Confidi Province
Lombarde. Banca IMI 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 public 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 Municipality 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 global offer of Natlxis shares. Moreover the bank attended to
the issue of a debenture loan of Sanpaolo IMI 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 I.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, Cobra and the Fondo Immobiliare Atlantic1
as well as specialist 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 Torino 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 equity
fund; it assisted Finmeccanica in the disposal and subsequent

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 acquisition of
the remaining stake in Maire Tecnimont, still held by Edison; it
assisted Holding Erre in the acquisition of Aran World from Masco
Corporation; it assisted Itac and Fimatex in the acquisition of
CDW. Banca IMl is also the financial consultant of Buzzi Unicem
for the PPO aimed at the minority shareholders of Dyckerhoff.
Finally, during the year the bank supported SANPAOLO IMl 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 Italo Albanese.

In 2006 the structured finance activity registered a significant
increase, partly due to the operations executed in collaboration
with and in support of the Group’s 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 acquisition operations were the financing for the
acquisition of Infa Labochim by Investitori Associati, of the Esaote
group by a consortium of investors (amongst which IMI
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 includes the building of a
petrochemical complex in Kuwait, the coverage of corporate reor-
ganization costs in favor of the IVS group, the building 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 collateralized 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 SANPAOLO IMI
Group to the Weather/Wind group.

With regard to the Large Groups Division, the reference market
was characterized by increasing commercial competition, espe-
cially concerning the traditional loan activities, also 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-/long-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 customers operating



on foreign markets and develops services on foreign markets for
national businesses, whilst promoting and managing relations
with counterpart banks. Sanpaolo 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 controlling 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.
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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 Irish 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 Italian

International Network
2006 2005 Change
pro forma 2006 / 2005
(1) pro 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 liabilities 10 - n.s.
Dividends and income from other financial 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 -71 +12.7
Other administrative costs -47 -45 +4.4
Net adjustments to tangible and intangible assets -1 -1 -
Operating costs -138 -127 +8.7
Other net income (expenses) 6 4 +50.0
Impairment of goodwill - - -
Profits (losses) from disposals of investments - 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 (losses) 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 56.4
31/12/2006 31/12/2006 31/12/2005 Change
restated pro forma  31/12/06-31/12/05
(2) (1) pro forma (%)
OPERATING 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 9,171 7,877 7,455 +23.0
OPERATING STRUCTURE
Employees 8,679 2,315 2,156 n.s.
Foreign branches and representative offices 409 150 130 n.s.

(1) Data reworked to take into account changes in methodology linked to refining the application of the IAS/IFRS.
(2) Figures restated excluding Panonska Banka, Bank of Alexandria and Banca Italo 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 European 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 Italo 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 authorities 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 SANPAOLO IMI 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. excluding the results of Banca
Italo 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 from income from the
disposal of non-performing loans “Hawaii 125" at the Nassau
branch by the Parent Bank and profits from the disposal of equi-
ty shareholdings held by Banka Koper. In the light 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.

Public Authorities and Entities

The Public Authorities and Entities Division, operating through
Banca OPI, 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 OPI continued to gear its commercial policy
towards careful selection of operations in terms of pricing and
concentration of the loan portfolio. These actions made it possi-
ble to achieve income results in 2006 that were higher than the
previous year. The rise in revenues allowed the pre-tax operating
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 Italian public authorities and entities
affirmed the significant role played by the bank, with a total vol-
ume of contracts exceeding 2.8 billion euro. 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 euro. 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 Municipalitites of Palermo, Genoa,
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 OPI's 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 as
in the consolidation of commercial relations. Especially important
were operations with the principal public utilities of northern Italy,
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 received by the Municipality of Rome for the new D line
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 Toll Road).

On 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 undertaking of sovereign risk (Turkey, Romania),
financing to territorial authorities (for example 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
“Italian risk”. More specifically, a total of approximately one bil-

Public Authorities 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
pro forma 2006 / 2005
(1) pro forma (%)
STATEMENT OF INCOME (€/mil)
Net interest income 125 130 -3.8
Net commissions 4 6 -33.3
Income from disposals of credit, financial assets held to maturity
and repurchase of non-hedged financial liabilities 35 21 +66.7
Dividends and income from other financial assets and liabilities 36 27 +33.3
Profits (losses) on equity shareholdings 1 -1 ns.
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 - n.s.
Net operating income 185 174 +6.3
Personnel costs -24 -22 +9.1
Other administrative costs -13 -1 +18.2
Net adjustments to tangible and intangible assets - - -
Operating costs -37 -33 +12.1
Other net income (expenses) 1 - n.s.
Impairment of goodwill - - -
Profits (losses) from disposals of investments - - -
Net provisions for risks and charges -1 1 n.s
Pre-tax operating profit 148 142 +4.2
Taxes for the period -45 -56 -19.6
Profits (losses) 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 / Income ratio 18.4 18.0
31/12/2006 31/12/2005 Change
31/12/06-31/12/05
(%)
OPERATING DATA (€/mil)
Net loans to customers excluding NPLs 20,067 20,757 -3.3
Disbursements in the period 6,774 6,302
Customer securities investments (stock) 7,370 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 methodology for calculating the economic capital.
(2) The figure refers to the central operating offices of Banca OPI, and does not include the regional offices (16) of the Public Authorities and Entities Division dis-

tributed throughout Italy.
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ltalian law specialized in initiatives of public-private partnerships.
Direct investments amounted to over 70 million and FIN.OPI
closed 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 IRIS Isontina (9.1 mil-
lion). During the year FIN.OPI also executed the merger between
its own partially-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 million; 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 of 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/large 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-
porate reorganization that led to the concentration of Infracom
ltalia into Infragruppo, in which IMI Investimenti holds a 21.7%

stake; the transfer 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 lively 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 Italy
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 Fondo 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 Sanpaolo
IMI Fondi Chiusi SGR, 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 law, SIPEF I, fin-
ished demobilizing its residual assets. In 2007 actions will be
taken to distribute the liquid assets to investors and consequent-
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 Italenergia 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
pro forma 2006 / 2005
(1) pro forma (%)
STATEMENT OF INCOME (€/mil)
Net interest income 85 49 +73.5
Net commissions 841 782 +7.5
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 18 -88.9
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 - n.s.
Net operating income 1,379 1,272 +8.4
Personnel costs -254 -209 +21.5
Other 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 -95.5
Impairment of goodwiill - -1 -100.0
Profits (losses) from disposals of investments - - -
Net provisions for risks and charges -64 -91 -29.7
Pre-tax operating profit 742 710 +4.5
Taxes for the period -152 -162 -6.2
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 34.3
Cost / Income ratio 41.5 38.7
31/12/2006 31/12/2005 Change
pro forma 31/12/06-31/12/05
(1) pro forma (%)
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
OPERATING 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 into account the changes in scope of the Sector (inclusion of asset management activities).
(2) Include asset management, asset administration, management of institutional customers and third parties and direct deposits linked to asset management oper-

ations.
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ducted through Eurizon Capital (formerly Sanpaolo IMI Asset
Management).

In 2006 the Sector obtained 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 liabilities 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. Operating costs, up 16.7%, are
correlated to the reinforcement of the governance and operating
structure of EurizonVita and the start of new planning activities

by Banca Fideuram. Operating costs were also impacted by the
costs of extraordinary operations related to the variations in the
scope of the Sector as well as those connected to the IPO of
Eurizon. Provisions for risks and charges, down with respect to
2005, also include the non-recurring provisions posted by Banca
Fideuram regarding the disposals 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 to 1,513 million euro, up 13.5% from
2005 mainly because of the greater absorption 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,
also showed a rising trend. Profitability reached 33.6%, substan-
tially in line with that of 2005.



EurizonVita

The activities of 2006 focused on:

e revising and repositioning the product range;

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

e honing investment portfolio management strategies;

e collaborating in the development plans of the Eurizon group;
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e 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 forma 2006 / 2005
(1) 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 - - -
Income from insurance business (2) 450 418 +7.7
Total operating income 450 418 +7.7
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 -90 -60 +50.0
Net adjustments to tangible and intangible assets -14 -4 n.s.
Operating costs -178 -94 +89.4
Other net income (expenses) 83 17 n.s.
Impairment of goodwill - -1 -100.0
Profits (losses) from disposals of investments - - -
Net provisions for risks and charges -1 -17 -94.1
Pre-tax operating profit 348 325 +7.1
Taxes for the period -101 -93 +8.6
Profits (losses) on discontinued operations - - -
Integration charges net of tax - - -
Profit attributable to minority interests - -4 n.s
Net profit 247 228 +8.3
ALLOCATED CAPITAL (€/mil) 932 889 +4.8
RATIOS (%)
Profitability 26.5 25.6
Cost / Income ratio 39.6 22.5
31/12/2006 31/12/2005 Change
31/12/06-31/12/05
(%)
OPERATING DATA (€/mil)
Life technical reserves and financial liabilities 45,285 44,489 +1.8
- life technical reserves 22,346 22,087 +1.2
- life financial liabilities 22,939 22,402 +2.4
Life net flows 300 3,595
OPERATING STRUCTURE
Employees 1,117 474 +135.7

(1) Data reworked to take into account the structural reorganization of the holding of the Eurizon group.
(2) All 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 “Sanpaolo All” and the re-
valuable single-premium policy “Sanpaolo Futura". Moreover two
new products have been designed for 2007: “Sanpaolo All Gold”
and “Sanpaolo Futura Continua” which allow holders of life
insurance policies about to expire to continue a savings/invest-
ment 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 to exploit the mar-
ket development opportunities arising from the new socio-demo-
graphic situation and the reform of the Italian pension system,
making use of product innovation and the strengthening of spe-
cialized 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 to manage the guaranteed lines of pension funds that is
unique 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 honing 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:

e acquisition of total control over EurizonTutela (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 latter;

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

e 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 ALM 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 cycle; 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 returns 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, totaling 47,985 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 million 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 valuation 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 creation of synergies within Eurizon.

Banca Fideuram
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On 21 August, as described in more detail in the chapter “Action
points and 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 OF 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
Other administrative costs -205 -142 +44.4
Net adjustments to tangible and intangible assets -12 -27 -55.6
Operating costs -337 -306 +10.1
Other net income (expenses) -4 3 n.s.
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 (losses) on discontinued operations -28 -36 -22.2
Integration charges net of tax - - -
Profit attributable to minority interests -53 -51 +3.9
Net profit 172 140 +22.9
ALLOCATED CAPITAL (€/mil) 496 368 +34.8
RATIOS (%)
Profitability 34.7 38.0
Cost / Income ratio 49.1 46.8
31/12/2006 31/12/2005 Change
31/12/06-31/12/05
(%)
OPERATING DATA (€/mil)
Assets under management (1) 67,591 64,312 +5.1
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
- life technical reserves and financial liabilities 14,127 14,066 +0.4
Net asset management flows 681 931
Asset administration 12,165 11,313 +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 4,216 4,150 +1.6
Domestic branches 95 91 +4.4

(1) Include asset management, asset administration and direct deposits in relation to asset management transactions.
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entirety of the ordinary shares not yet in its possession. The offer
was concluded on 18 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
Italiana arranged the delisting of the Banca Fideuram shares.

In order to favor the creation of synergies in the Eurizon group, in
2006 the IT 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 11", dedicated to high net worth customers,
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 closing 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 Privee 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 a maximum, for which inter-
est will be expressed by potential counterparties.

On 6 September 2006 the bank’s Board of Directors deliberated
to proceed with the setting up of Euro-Tresorerie, a treasury com-
pany directly controlled by Financiere Fideuram and dedicated to
managing part of the financial assets owned by Banca Fideuram.

The abovementioned operative decisions 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 that generate recurring 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 Group’s 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 Sanpaolo 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 conferral 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 6 4 +50.0
Net commissions 241 195 +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 to 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 (losses) 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 (%)
Profitability 142.4 1211
Cost / Income ratio 38.1 45.7
31/12/2006 31/12/2005 Change
31/12/06-31/12/05
(%)
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 portfolio 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 institutional customers 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 role of provider of
financial and insurance guarantees.

As regards portfolio management, the offer was developed to
carry out investment solutions that are more in tune with the
needs of customers 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 portfolio management “GP PrivateSolution” was enriched
with new components to increase its flexibility to better meet the
increased need of investors for personalization; for personal cus-
tomers the multimanager range was completed through 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 Sanpaolo
International Fund were launched; the new multi-manager fund
of funds “Sanpaolo 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 “Sanpaolo 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 protection 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 available 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 Opportunita” 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
Sanpaolo International Fund to retail and institutional cus-
tomers.

Finally, two foreign branches of Eurizon Capital (Luxembourg)
were opened, one in Santiago 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 totaled
121.3 billion euro, 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 portfolio 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.

RORAC 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 geographically widespread banking networks of the
Group. Profitability grew in comparison with the previous year
due to the increase in contribution to Group profit.



Central Functions

Central Functions covers holding activities, finance, management
of shareholdings (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 partially charging them
back to the business units, as previously described in “Criteria for
calculating the profitability of the Business Sectors”.

Report on Group Operations — Group business structure

The Central Functions registered a 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 out 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 Ixis 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.. Central 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 organi-
zational decisions of the Group, secondary reporting as
required by IAS 14 is based on the disclosure of information by
Geographical Sectors. Below is a 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 recently acquired banks (Bank of Alexandria,
Panonska Banka, Cassa dei Risparmi di Forli, 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 n.s. 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 +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: acquisitions and capitalized improvement expenses for tangible assets (land, buildings, fixtures and fittings, electrical equipment and other), purchase

of intangible assets and increases in internal intangible assets.
(4) Excluding Banca IMI group.

(5) Figures restated excluding Cassa dei Risparmi di Forli, Panonska Banka, Bank of Alexandria and Banca Italo Albanese, 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 gradual 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 50
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 will be felt (rise in property tax and ICl rates, limits to
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 to 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, limit 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.

Report on Group Operations — Developments after the end of the year

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 unfavorable trend in asset
management and increasing competition in prices for services
related to current accounts. Concerning operating 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 allocations, the
behavior of banks should continue to be alert, but no tighter than
2006, also 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 confirm 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 control, 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 Sanpaolo S.p.A.
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Consolidated balance sheet

Part/Section of the ASSETS 31/12/2006 31/12/2005
Explanatory Notes (€/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. Financial assets designated as at fair value 20,685 22,528
B/Ass/4 40. Available-for-sale financial assets 35,829 29,837
B/Ass/5 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/8 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/11 110.  Technical insurance reserves attributable to reinsurers 46 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 2,690 2,728
a) current 902 988
b) deferred 1,788 1,740
B/Ass/15 150.  Non-current assets and discontinued operations 176 220
B/Ass/16 160.  Other assets 5,769 6,455
Total assets 288,551 263,258
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Part/Section of the LIABILITIES AND NET SHAREHOLDERS' EQUITY 31/12/2006 31/12/2005
Explanatory Notes (€/mil) (€/mil)
B/Liab/1 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
B/Liab/4 40. Financial liabilities held for trading 9,664 11,342
B/Liab/5 50. Financial liabilities designated as at fair value 26,157 25,939
B/Liab/6 60. Hedging derivatives 1,019 730
B/Liab/7 70. Fair value changes of generically hedged financial liabilities (+/-) 97) (35)
B/Ass/14-  80. Tax liabilities 969 860
B/Liab/8 a) current 413 216

b) deferred 556 644
B/Liab/9 90. Liabilities on discontinued operations 165 164
B/Liab/10 100. Other liabilities 9,949 10,573
B/Liab/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-retirement benefit obligations 311 425

b) other provisions 1,957 1,457
B/Liab/13 130.  Technical reserves 22,540 22,113
B/Liab/14 140.  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

e) other (121) (199)
B/Liab/14 150.  Redeemable shares - -
B/Liab/15  160.  Equity securities - -
B/Liab/15 170.  Reserves 4,512 4,298
B/Liab/15 180.  Share premium 767 769
B/Liab/15  190.  Capital 5,400 5,239
B/Liab/15  200.  Own shares (-) (84) (92)
B/Liab/16  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 Notes (€/mil) (€/mil)
C/CE/N 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/CE/2 40. Commission income 4,084 3,970
C/CE/2 50. Commission expense (878) (754)
60. Net commissions 3,206 3,216

C/CE/3 70. Dividends and similar revenues 259 475
C/CE/4 80. Profits (losses) on financial trading activities 715 104
C/CE/5 90. Fair value adjustments from hedge accounting (6) (4)
C/CE/6 100.  Profit (loss) from sale or repurchase of: 540 394
a) loans 80 57

b) available-for-sale financial assets 456 347

c) financial assets held to maturity - -

d) financial liabilities 4 (10)

C/CE/7 110.  Net income from financial assets and liabilities designated as at fair value (127) 219
120. Net interest and other banking income 9,510 8,856

C/CE/8 130.  Impairment losses/write-backs to: (449) (445)
a) loans (410) (440)

b) available-for-sale financial assets (5) (1)

c) financial assets held to maturity - -

d) other financial transactions (34) 4)

140.  Net result of financial activities 9,061 8,411

C/CE/9 150.  Net premiums 2,865 3,599
C/CE/10 160.  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/CE/1 180  Administrative costs: (5,010) (4,221)
a) personnel costs (3,396) (2,769)

b) other administrative costs (1,614) (1,452)

C/CE/N2 190.  Net provisions for risks and charges (179) (51)
C/CE/3 200.  Net adjustments/write-backs to tangible assets (227) (239)
C/CEN4 210 Net adjustments/write-backs to intangible assets (174) (196)
C/CE/5 220 Other operating income/expenses 53 74
230  Operating costs (5,537) (4,633)

C/CENG6 240 Profits (losses) on equity shareholdings 128 58
C/CENT 250 Net fair value adjustment to tangible and intangible assets - -
C/CE/8 260 Impairment of goodwill - (1)
C/CE/N9 270 Profits (losses) from disposal of investments 28 16
280 Operating profit (losses) before tax from continuing operations 3,076 2,954

C/CE/20 290 Income taxes for the period (894) 919)
300 Net profit (loss) after tax from continuing operations 2,182 2,035

C/CE/21 310 Profits (losses) on discontinued operations 20 5
320 Profit (loss) for the year 2,202 2,040

C/CE/22 330 Profit (loss) attributable to minority interests (54) (57)
340 Parent Bank net profit (loss) 2,148 1,983

C/CE24 Net profit (loss) per share (euro) 1.15 1.06
C/CE24 Diluted net profit (loss) per share (euro) 1.15 1.06

(*) Data restated after the adoption of IFRS 5 (see Attachment: "Reclassification of consolidated statement of income for 2005 based on the application of IFRS 5*).
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Statement of recognized income and expense in the consolidated
financial statements

Caption/Value 2006 2005
(€/mil) (€/mil)
A. Capital gains (losses) during the year
1. Capital gains (losses) from real-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 to current year statement of income (456) (348)
cash flow hedge 24 (3)
3. Exchange differences in foreign equity shareholdings (11) -
4. Actuarial profits (losses) 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-sale financial assets - 707
cash flow hedge = (15)
3. Profit reserves - (1,033)
Total D - (340)
Attributable to:
Parent Bank - (273)
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

Balance Change Balanceasat  Allocation of previous Changes in the year Net share-
as at to 1/1/2006 year's income Change in Transactions in shareholders' equity Profits (losses) holders'
31/12/2005 open-  Third  Group Reserves Divi- Teserves New Purchase  Extra- Chan- Deriva- Stock  for the year equity as at
Third Group  ing parties Third Group dends  Third  Group share of own ordinary gesin tives options as at 31/12/2006
parties bal- parties and parties issue shares divi-  equity on 31/12/2006  Third  Group
ance other Third Group ~ Third Group dend secu-  own Third  Group parties
alloca- parties parties distri- ~ rities  shares parties
tions bution
Capital:
a) ordinary shares 104 4,443 104 4,443 - - 127 83 11 - - 187 4,581
b) other shares - 7% - 79 - - 23 - - - - - 819
Share premium - 769 - 769 21 - (39) - 37 21 767
Reserves:
a) income 81 4,29 81 4,29 13 916 (102) (710 - - - - - - - - (8) 4,502
b) other - 2 - 2 - - - - - - - - - 8 - 10
Valuation reserves:
a) available-for-sale (1) - 1,157 - 1,157 1 453 1 1,610
b) cash flow hedge - (18) - (18 - 15 - (3)
) special laws 5 346 5 346 4 (237 1 109
d) actuarial profits (losses) - (199) - (199) - 85 - (114)
e) other - - - - - 7 - (7)
Equity securities
Own shares (14)  (92) (14) (92 - - " 8 (3 ©4)
Profits (loss) in the year 57 1,983 - 57 1,983  (13) (916) (1,111) 54 2,148 54 2,148
Net shareholders' equity 233 13,483 233 13,483 21 - (1,111) (105 (290 83 48 " 8 - - - 8 54 2,148 253 14,338

(1) Valuation reserves relating to Available-for-sale financial assets do not include the insured parties' component attributable to valuation of products included in the
separate management of insurance business (shadow accounting).

31 DECEMBER 2004 - 31 DECEMBER 2005

Balance Change Balance asat  Allocation of previous Changes in the year Net share-
as at 0 1/1/2005 year's income Change in Transactions in shareholders' equity Profits (losses) holders'
31/12/2004 open-  Third Group Reserves Divi- reserves New Purchase  Extra- Chan- Deriva- Stock  for the year equity as at
Third Group  ing parties Third Group dends  Third Group share of own ordinary gesin tives options asat 31/12/2005
parties bal- parties and parties issue shares divi-  equity on 31/12/2005  Third  Group
ance other Third Group ~ Third Group dend secu-  own Third  Group parties
alloca- parties parties distri- rities shares parties
tions bution
Capital:
a) ordinary shares 15 4,131 (1) 104 4,131 - - - 21 - - 291 104 4,443
b) other shares - 1,087 - 1,087 - - - - - - (291) - 7%
Share premium - 725 - 725 - - - 44 - 769
Reserves:
a) income 108 4,575 (1,033) 57 3,666 14 573 10 57 - - - - - - - - 81 4,29
b) other - - - - 5 - - - - - - - - - (3) - 2
Valuation reserves:
a) available-for-sale (1) - - 707 - 707 - 450 - 1,157
b) cash flow hedge - - (15 - (15 - (3) - (18
) special laws 4 343 1 5 343 - 3 5 346
d) actuarial profits (losses) - - - - - - (199) - (199
Equity securities - - - - - - -
Own shares - - (17)  (61) (47) - - 3 16 (14) (92
Profits (loss) in the year 55 1,447 - 55 1,447  (14) (573) (915 57 1,983 57 1,983
Net shareholders' equity 282 12,308 204 12,035 (915) 10 261 - 65 3 16 - - - (3) 57 1,983 233 13,483

(1) Valuation reserves relating to Available-for-sale financial assets do not include 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

(€/mil)
INDIRECT METHOD Amount
31/12/2006 31/12/2005
A. OPERATIONS
1. Management 3,514 2,488
- profit for the year (+/-) 2,148 1,983
- capital gains/losses on financial assets held for trading and on assets/liabilities designated as at fair value (-/+) (1,498) (1,265)
- capital gains/losses on hedging activities (-/+) 6 4
- impairment losses/write-backs (+/-) 957 (734)
- net value adjustments/write-backs on tangible and intangible assets (+/-) 401 438
- net provisions for risks and charges and other costs/revenues (+/-) 649 1,492
- net premiums to be collected (-) (18) (20)
- other unrealized insurance income/charges (-/+) 649 739
- unpaid duties and taxes (+) 240 (184)
- net adjustments/write-backs on discontinued operations, net of taxes (-/+) (20) 35
- other adjustments (+/-) - -
2. Liquid assets generated/absorbed by financial assets (22,152) (12,335)
- financial assets held for trading 1,680 3,804
- financial assets designated as at fair value 2,321 2,989
- available-for-sale financial assets (5,986) (3,514)
- loans to banks: demand (875) 1,132
- loans to banks: other loans 764 (4,186)
- loans to customers (18,959) (13,689)
- other asset captions (1,097) 1,129
3. Liquid assets generated/absorbed by financial liabilities 22,367 12,098
- due to banks: demand 233 2,594
- due to banks: other amounts due 2,998 4,795
- due to customers 13,187 3,571
- securities issued 8,929 (6,076)
- financial liabilities held for trading (1,678) 72
- financial liabilities designated as at fair value (493) 5,148
- other liabilities (809) 1,994
Net liquid assets generated/absorbed by operations 3,729 2,251
B. INVESTMENTS
1. Liquid assets generated by (227) 172
- sale of equity shareholdings 28 118
- dividends received from equity shareholdings = -
- sale of financial assets held to maturity (337) -
- sale of tangible assets 82 54
- sale of intangible assets - -
- sale of subsidiaries and business divisions - -
2. Liquid assets absorbed by (637) (1,243)
- purchase of equity shareholdings (139) (72)
- purchase of financial assets held to maturity - (717)
- purchase of tangible assets (535) (208)
- purchase of intangible assets (28) (155)
- purchase of subsidiaries and business divisions 65 91
Net liquid assets generated/absorbed by investments (864) (1,071)
C. FUNDING ACTIVITIES
- issue/purchase of own shares 8 (31)
- issue/purchase of equity securities - -
- dividend distribution and other uses (2,446) (1,406)
Net liquid assets generated/absorbed by funding activities (2,438) (1,437)
NET LIQUID ASSETS GENERATED/ABSORBED DURING THE YEAR 427 (257)
(€/mil)
RECONCILIATION Amount
Captions 31/12/2006 31/12/2005
Cash and cash equivalents at the beginning of the year 1,107 1,364
Total liquid assets generated/absorbed during the year 427 (257)
Cash and cash equivalents: effect of movements in exchange rates - -
Cash and cash equivalents at the close of the year 1,534 1,107
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Consolidated Explanatory Notes

Part A - Accounting policies

A.1 General information

- Section
- Section
- Section
- Section
- Section

1 — Statement of compliance with International Accounting Standards
2 — Basis of preparation

3 — Scope and methods of consolidation

4 — Events subsequent to the date of the financial statements

5 — Other aspects

A.2 Information on the main aggregate values of the financial statements

- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section

1 — Financial assets held for trading
2 — Available-for-sale financial assets
3 — Financial assets held to maturity
4 - Loans and guarantees issued
5 — Financial assets designated as at fair value
6 — Hedge accounting
7 — Equity shareholdings
8 — Tangible assets
9 — Intangible assets
10 — Discontinued operations
11 — Current and deferred taxation
12 = Provisions for risks and charges
13 — Debts and securities issued
14 — Financial liabilities held for trading
15 — Financial liabilities designated as at fair value
16 — Currency transactions
17 — Insurance assets and liabilities
18 — Other information

A.3 Fair Value of Financial Instruments

Part B - Information on the consolidated balance sheet

Assets

- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section
- Section

1 — Cash and cash equivalents — Caption 10

2 — Financial assets held for trading — Caption 20

3 — Financial assets designated as at fair value — Caption 30
4 — Available-for-sale financial assets — Caption 40

5 — Financial assets held to maturity— Caption 50

6 — Loans to banks — Caption 60

7 — Loans to customers — Caption 70

8 — Hedging derivatives — Caption 80

9 — Fair value changes of macro-hedged financial assets (+/-) — Caption 90

10 - Equity shareholdings - Caption 100

11 — Technical insurance reserves attributable to reinsurers — Caption 110

12 — Tangible assets — Caption 120
13 — Intangible assets — Caption 130

14 — Tax assets and liabilities — Caption 140 under assets and Caption 80 under liabilities
15 — Non-current assets and discontinued operations and associated liabilities — Caption 150 under assets and Caption 90 under liabilities

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 held 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 10 — 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 related to financial instruments

Part C — 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 6 — Profits (losses) from disposals/repurchases— Caption 100

- Section 7 — Net income from financial assets and liabilities designated as at fair value — Caption 110
- Section 8 — Impairment losses/write-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 charges — Caption 190

- Section 13 — Net adjustments/write-backs to tangible assets — Caption 200

- Section 14 — Net adjustments/write-backs to intangible assets — Caption 210

- Section 15 — Other operating income (expenses) — Caption 220

- Section 16 — Profits (losses) on equity shareholdings — Caption 240

- Section 17 — Net fair value adjustment to tangible and intangible assets — Caption 250
- Section 18 — Impairment of goodwill - Caption 260

- Section 19 — Profits (losses) from disposals of investments — Caption 270

- Section 20 — Income taxes for the year — Caption 290

- Section 21 — Profits (losses) 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 E — Information on risks and risk hedging policies

- Section 1 —Banking Group's risks
- Section 2 — Insurance companies' risks
- Section 3 — Other companies’ risks
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Part F - Information on consolidated shareholders’ equity

- Section 1 — Consolidated shareholders' equity

- Section 2 — Shareholders' equity and regulatory ratios

Part G - Business combinations concerning companies or business branches
Part H - Transactions with related parties

- Section 1 - Information on remuneration of directors and executives

- Section 2 — Information on transactions with related parties

Part | - Payment agreements based on own financial instruments
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Part A — Accounting policies
PART A.1 GENERAL INFORMATION

Section 1 - Statement of Compliance with International Accounting Standards

Pursuant to article 3, para. 1, of D.Lgs. no. 38/2005, the SANPAOLO IMI Group financial statements have been drawn up in accordance
with International Accounting Standards (IAS) and International Financial Reporting 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/IFRS.

In preparing the financial statements, further reference was made to that set forth by the Bank of Italy in its Circular no. 262 of December
22, 2005, governing bank financial 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.

In 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:

e framework for the Preparation and Presentation of Financial Statements of the International Accounting Standards Board (IASB);

e 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 IAS/IFRS
in Italy issued by the Italian accounting standards authority and the Italian Bankers' Association (ABI).

This SANPAOLO 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 consolidated 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:

e the redundancy incentive costs, recorded in the Official Format under Personnel costs

e the related charges referring to consultancy, legal costs and compulsory fulfillments recorded in the Official Format under Other admin-
istrative costs

e costs associated with projects, essentially related 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-line basis includes banking, financial and instrumental subsidiaries that are part of the SANPAO-
LO 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 out 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-
line 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 contractual 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 considered joint-controlled.
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The financial statements used for the line-by-line and the proportional consolidation process were those prepared as 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 IAS/IFRS currently in force, it was decided to book 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 took place are described below:

e inclusion, during the fourth quarter of 2006, of the newly-acquired Cassa dei Risparmi di Forli, Panonska Banka and Bank of Alexandria
as well as, during the second quarter, Banca Italo Albanese;

e the exclusion of GEST Line, the company controlling the Group’s tax collection business, following 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
statement 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 line-by-line consolidation of the consolidated financial
statements as at 31 December 2006. The statement does not include the equity shareholdings jointly controlled with other parties since,
as indicated above, these companies are consolidated using the equity method.

Type of Ownership Voting rights Book Remarks
relation- at ordinary value
ship Held by %  shareholders'
Company name Registered offices (1) meeting % () (€/mil)

Entities included in the consolidation using the line by line method

SANPAOLO IMI S.p.A. (Parent Bank) Turin - - - -
1 Anthracite Investments Plc Ireland 8 Sanpaolo IMI - - XXX (A)
2 Banca Comerciala Sanpaolo IMI Bank Romania S.A. Romania 1 Sanpaolo IMI Internazionale ~ 98.65 98.65 XXX  (B)
3 Banca Fideuram S.p.A. Rome 1 Eurizon Financial Group ~ 93.53 93.53 XXX (0
4 Banca d'Intermediazione Mobiliare IMI S.p.A. (Banca IMI) Milan 1 Sanpaolo IMI 100.00 100.00 XXX
5  Banca IMI Securities Corp. United States 1 IMI Capital Markets USA  100.00 100.00 XXX
6  Banca ltalo Albanese Sh.A. Albania 1 Sanpaolo IMI 80.00 100.00 XXX (D)
7  Banca OPI S.p.A. Rome 1 Sanpaolo IMI 100.00 100.00 XXX
8  Bank of Alexandria Egypt 1 Sanpaolo IMI - 80.00 80.00 XXX (B
9  Banka Koper d.d. Slovenia 1 Sanpaolo IMI 66.21 66.21 XXX (F)
10 Banque Privée Fideuram Wargny S.A. France 1 Financiere Fideuram ~ 99.91 99.91 XXX (G)
11 Cassa dei Risparmi di Forli S.p.A. Forli 5 Sanpaolo IMI' 38.25 3825 XXX (H)
12 Cassa di Risparmio di Padova e Rovigo S.p.A. Padua 1 Sanpaolo IMI 100.00 100.00 XXX
13 Cassa di Risparmio di Venezia S.p.A. Venice 1 Sanpaolo IMI 100.00 100.00 XXX
14 Cassa di Risparmio in Bologna S.p.A. Bologna 1 Sanpaolo IMI 100.00 100.00 XXX
15 Cimabue Sicav Luxembourg 8 EurizonLife  100.00 - XXX 0
16 Consumer Financial Services S.r.l. Bologna 1 Neos Banca 100.00 100.00 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 Sanpaolo IMI Alternative Investments SGR S.p.A.)
19  Eurizon Capital S.A. (former Sanpaolo IMI Luxembourg 1 Eurizon Capital SGR  100.00 100.00 XXX
Asset Management Luxembourg S.A.)
20 Eurizon Capital SGR S.p.A. Milan 1 Eurizon Financial Group  100.00 100.00 XXX  (K)
(former Sanpaolo IMI Asset Management SGR S.p.A.)
21 Eurizon Financial Group S.p.A. (former NEW Step S.p.A.) Turin 1 Sanpaolo IMI 100.00 100.00 XXX
22 EurizonLife Ltd (former Sanpaolo Life Ltd) Ireland 1 EurizonVita  100.00 100.00 XXX
23 EurizonTutela S.p.A. (former Egida Compagnia Turin 1 EurizonVita  100.00 100.00 XXX (L)
di Assicurazioni e Riassicurazioni S.p.A.)
24 EurizonVita S.p.A. (former Assicurazioni Internazionali Turin 1 Eurizon Financial Group ~ 99.96 99.96 XXX
di Previdenza S.p.A. (A.l.P)
25 Euro-Tresorerie S.A. (former W.D.W. S.A.) France 1 Financiere Fideuram  100.00 100.00 XXX (M)

26 Farbanca S.p.A. Bologna 5 Sanpaolo IMI 19.33 19.33 XXX (N)
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(cont'd: entities included in the consolidation using the line by line method)

Type of Ownership Voting rights Book Remarks

relation- at ordinary value

ship Held by %  shareholders'

Company name Registered offices (1) meeting % (2)  (€/mil)

29 Fideuram Bank (Suisse) A.G. Switzerland 1 Fideuram Bank 99.95 99.95 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 - XXX 0
32 Fideuram Fund Bond Global High Yield Luxembourg 8 EurizonVita  67.34 - XXX (1)
33 Fideuram Fund Equity Europe Luxembourg 8 EurizonVita  91.36 - XXX 0
34  Fideuram Fund Equity Global Emerging Markets Luxembourg 8 EurizonVita ~ 89.25 - XXX 0
35 Fideuram Fund Equity Italy Luxembourg 8 EurizonVita  88.08 - XXX (1)
36 Fideuram Fund Equity Japan Luxembourg 8 EurizonVita ~ 91.84 - XXX 0
37 Fideuram Fund Equity Pacific Ex Japan Luxembourg 8 EurizonVita ~ 88.59 - XXX 0
38 Fideuram Fund Equity Usa Luxembourg 8 EurizonVita  90.64 - XXX (1)
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 - XXX 0
41  Fideuram Fund Euro Bond Medium Risk Luxembourg 8 EurizonVita 67.35 - XXX ()
42  Fideuram Fund Euro Corporate Bond Luxembourg 8 EurizonVita 71.44 - XXX ()
43 Fideuram Fund Euro Defensive Bond Luxembourg 8 EurizonVita ~ 65.50 - XXX 0
44 Fideuram Fund Euro Short Term Luxembourg 8 EurizonVita 55.86 - XXX ()
45 Fideuram Fund Europe Listed Consumer Discretionary Equity Luxembourg 8 EurizonVita  90.30 - XXX (1)
46 Fideuram Fund Europe Listed Consumer Staples Equity Luxembourg 8 EurizonVita  86.07 - XXX 0
47  Fideuram Fund Europe Listed Energy Luxembourg 8 EurizonVita  85.05 - XXX (1)

Materials Utilities Equity

48 Fideuram Fund Europe Listed Financials Equity Luxembourg 8 EurizonVita  85.00 - XXX (1)
49  Fideuram Fund Europe Listed Health Care Equity Luxembourg 8 EurizonVita  83.96 - XXX (1)
50 Fideuram Fund Europe Listed Industrials Equity Luxembourg 8 EurizonVita ~ 88.60 - XXX 0
51 Fideuram Fund Europe Listed T.T. Equity Luxembourg 8 EurizonVita ~ 80.78 - XXX 0
52 Fideuram Fund Inflation Linked Luxembourg 8 EurizonVita 59.09 - XXX (1)
53  Fideuram Fund Usa Listed Consumer Discretionary Equity Luxembourg 8 EurizonVita  92.39 - XXX (1)
54 Fideuram Fund Usa Listed Consumer Staples Equity Luxembourg 8 EurizonVita  91.35 - XXX 0
55 Fideuram Fund Usa Listed Energy Materials Utilities Equity ~ Luxembourg 8 EurizonVita  91.67 - XXX 0
56 Fideuram Fund Usa Listed Financials Equity Luxembourg 8 EurizonVita  92.37 - XXX (1)
57 Fideuram Fund Usa Listed Health Care Equity Luxembourg 8 EurizonVita  91.83 - XXX (1)
58 Fideuram Fund Usa Listed Industrials Equity Luxembourg 8 EurizonVita  91.80 - XXX 0
59 Fideuram Fund Usa Listed T.T. Equity Luxembourg 8 EurizonVita  92.03 - XXX 0
60 Fideuram Fund Zero Coupon 2007 Luxembourg 8 EurizonVita  100.00 - XXX (1)
61 Fideuram Fund Zero Coupon 2008 Luxembourg 8 EurizonVita  100.00 - XXX (1)
62 Fideuram Fund Zero Coupon 2009 Luxembourg 8 EurizonVita  100.00 - XXX 0
63 Fideuram Fund Zero Coupon 2010 Luxembourg 8 EurizonVita  100.00 - XXX 0
64  Fideuram Fund Zero Coupon 2011 Luxembourg 8 EurizonVita  100.00 - XXX (1)
65 Fideuram Fund Zero Coupon 2012 Luxembourg 8 EurizonVita  100.00 - XXX (1)
66 Fideuram Fund Zero Coupon 2013 Luxembourg 8 EurizonVita  100.00 - XXX 0
67 Fideuram Fund Zero Coupon 2014 Luxembourg 8 EurizonVita  100.00 - XXX 0
68 Fideuram Fund Zero Coupon 2015 Luxembourg 8 EurizonVita  100.00 - XXX (1)

27 Fideuram Asset Management (Ireland) Ltd Ireland 1 Banca Fideuram  100.00 100.00 XXX

28 Fideuram Bank S.A. Luxembourg 1 Banca Fideuram ~ 99.99 99.99 XXX

EurizonVita 0.01 0.01 XXX

100.00 100.00

69 Fideuram Fund Zero Coupon 2016 Luxembourg 8 EurizonVita  100.00 - XXX (1)

70  Fideuram Fund Zero Coupon 2017 Luxembourg 8 EurizonVita  100.00 - XXX 0
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(cont'd: entities included in the consolidation using the line by line method)

Type of Ownership Voting rights Book Remarks
relation- at ordinary value
ship Held by %  shareholders'
Company name Registered offices (1) meeting % () (€/mil)
71  Fideuram Fund Zero Coupon 2018 Luxembourg 8 EurizonVita  100.00 - XXX 0
72 Fideuram Fund Zero Coupon 2019 Luxembourg 8 EurizonVita  100.00 - XXX (1)
73 Fideuram Fund Zero Coupon 2020 Luxembourg 8 EurizonVita  100.00 - XXX (1)
74  Fideuram Fund Zero Coupon 2021 Luxembourg 8 EurizonVita  100.00 - XXX 0
75 Fideuram Fund Zero Coupon 2022 Luxembourg 8 EurizonVita  100.00 - XXX 0
76 Fideuram Fund Zero Coupon 2023 Luxembourg 8 EurizonVita  100.00 - XXX (1)
77 Fideuram Fund Zero Coupon 2024 Luxembourg 8 EurizonVita  100.00 - XXX (1)
78 Fideuram Fund Zero Coupon 2025 Luxembourg 8 EurizonVita  100.00 - XXX 0
79 Fideuram Fund Zero Coupon 2026 Luxembourg 8 EurizonVita  100.00 - XXX 0
80 Fideuram Fund Zero Coupon 2027 Luxembourg 8 EurizonVita  100.00 - XXX (1)
81 Fideuram Fund Zero Coupon 2028 Luxembourg 8 EurizonVita  100.00 - XXX (1)
82 Fideuram Fund Zero Coupon 2029 Luxembourg 8 EurizonVita  100.00 - XXX 0
83 Fideuram Fund Zero Coupon 2030 Luxembourg 8 EurizonVita  100.00 - XXX 0
84 Fideuram Fund Zero Coupon 2031 Luxembourg 8 EurizonVita  100.00 - XXX (1)
85 Fideuram Fund Zero Coupon 2032 Luxembourg 8 EurizonVita  100.00 - XXX (1)
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 Luxembourg 8 EurizonVita  100.00 - XXX (1)
89 Fideuram Fund Zero Coupon 2036 Luxembourg 8 EurizonVita  100.00 - XXX (1)
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 Fideuram  99.50 99.50 XXX
92 Fideuram Wargny Gestion S.A. France 1 Banque Privée Fideuram Wargny ~ 99.96 99.96 XXX (G)
93 Fideuram Wargny Gestion S.A.M. Monaco 1 Banque Privée Fideuram Wargny ~ 99.96 99.96 XXX (M)
94 FIN.OPI S.p.A. Turin 1 Banca OPI  100.00 100.00 XXX
95 Financiere 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 (1)
98 Fondo Doppia Opportunita Luxembourg 8 EurizonLife  100.00 - XXX 0
99  Friulcassa S.p.A. Gorizia 1 Sanpaolo IMI 100.00 100.00 XXX
100 IE 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 IE-Services Szolgaltato es Kereskedelmi Kft Hungary 1 Inter-Europa 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 XXX
105 IMI Investimenti S.p.A. Bologna 1 Sanpaolo IMI 100.00 100.00 XXX (0)
106 IMI Investments S.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 Sanpaolo IMI Internazionale  85.87 85.87 XXX (P
108 Inter-Europa Beruhazo Kft Hungary 1 Inter-Europa Bank  100.00 100.00 XXX
109 Inter Europa Ertekesitesi Kft. Hungary 1 Inter-Europa Bank  100.00 100.00 XXX
110 LDV Holding B.V. Netherlands 1 IMI Investimenti  100.00 100.00 XXX
111 Lyxor Global Equity Capital Guaranteed Fund Luxembourg 8 EurizonVita ~ 96.52 - XXX (1)
112 Lyxor Noricum Cash Guaranteed Luxembourg 8 EurizonVita 98.39 - XXX (1)

113 Neos Banca S.p.A. Bologna 1 Sanpaolo IMI 99.49 99.49 XXX
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(cont'd: entities included in the consolidation using the line by line method)

Type of Ownership Voting rights Book Remarks
relation- at ordinary value
ship Held by %  shareholders'
Company name Registered offices (1) meeting % (2)  (€/mil)
114 Neos Finance S.p.A. Bologna 1 Neos Banca 100.00 100.00 XXX
115 NHS Investments S.A. Luxembourg 1 IMI Investimenti ~ 99.99 99.99 XXX
LDV Holding 0.01 0.01 XXX
100.00 100.00
116 Panonska Banka A.D. Serbia 1 Sanpaolo IMI 87.39 8739 XXX (Q
117 Sanpaolo Banca dell'Adriatico S.p.A. Pesaro 1 Sanpaolo IMI 100.00 100.00 XXX  (R)
118 Sanpaolo Banco di Napoli S.p.A. Naples 1 Sanpaolo IMI' 100.00 100.00 XXX
119 Sanpaolo Bank S.A. Luxembourg 1 Sanpaolo IMI 100.00 100.00 XXX
120 Sanpaolo Bank (Suisse) S.A. Switzerland 1 Sanpaolo Bank ~ 99.98 99.98 XXX
121 Sanpaolo Fiduciaria S.p.A. Milan 1 Sanpaolo IMI 100.00 100.00 XXX
122 Sanpaolo IMI Bank (International) S.A. Madeira 1 Sanpaolo IMI' 100.00 100.00 XXX
123 Sanpaolo IMI Bank Ireland Plc Ireland 1 Sanpaolo IMI 100.00 100.00 XXX
124 Sanpaolo IMI Capital Company | L.I.c. United States 1 Sanpaolo IMI 100.00 100.00 XXX ()
125 Sanpaolo IMI Fondi Chiusi SGR S.p.A. Bologna 1 IMI Investimenti ~ 100.00 100.00 XXX
126 Sanpaolo IMI International S.A. Luxembourg 1 Sanpaolo IMI' 100.00 100.00 XXX
127 Sanpaolo IMI Internazionale S.p.A. Padua 1 Sanpaolo IMI 100.00 100.00 XXX
128 Sanpaolo IMI Insurance Broker S.p.A. Bologna 1 Sanpaolo IMI 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 Co. United States 1 Sanpaolo IMI 100.00 100.00 XXX
131 Sanpaolo Immobiliere S.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 Ireland 1 Banca Fideuram  100.00 100.00 XXX
133 Sanpaolo Invest SIM S.p.A. Rome 1 Banca Fideuram  100.00 100.00 XXX
134 Sanpaolo Leasint S.p.A. Milan 1 Sanpaolo IMI 100.00 100.00 XXX
135 Sanpaolo Real Estate S.A. Luxembourg 1 Sanpaolo Bank ~ 99.99 99.99 XXX
Sanpaolo IMI International 0.01 0.01 XXX

100.00 100.00

136 SEP S.p.A. Turin 1 Sanpaolo IMI 100.00 100.00 XXX

137 Sirens B.V. Netherlands 8 EurizonVita - - XXX )

138 Split 2 S.r.l. Treviso 8 Sanpaolo Leasint - - XXX (M)

139 SP Lux Sicav Il Luxembourg 8 EurizonLife  100.00 - XXX (1)

140 Tiepolo Sicav Luxembourg 8 EurizonLife  100.00 - XXX (1)

141 Universo Servizi S.p.A. Milan 1 EurizonVita  95.00 95.00 XXX
Banca Fideuram 5.00 500 XXX (V)

100.00 100.00

Notes to the table on the scope of line-by-line consolidation:

(1) Type of relationship:
1 = majority of voting rights at ordinary shareholders’ meeting
2 = dominant influence at ordinary shareholders’ meeting
3 = agreements with other shareholders
4 = other forms of control
5 = single management pursuant to article 26, paragraph 1, of legislative decree 87/92
6 = single management pursuant to article 26, paragraph 2, of legislative decree 87/92
7 = joint control
8 = majority of benefits and risks (SIC 12).
(2) Availability of voting rights at ordinary shareholder’s meeting. Any “potential votes” are highlighted in specific notes.

(A) SDS — Societa a Destinazione Specifica (Specific Purpose Company) for the issue of debt securities (SIC 12).
(B) Sanpaolo IMI Internazionale holds options for the acquisition of the remaining 1.35% of the holding.
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(C) On 18 January 2007, the Voluntary Public Offer to Purchase was closed on Banca Fideuram shares still in circulation launched by Eurizon Financial Group. Following
the close of the Public Offer, the interest held came to 97.41%.

(D) The Parent Bank acquired control over the company in May 2006. There are Potential Voting Rights on 20% of the capital due to a call option held by the Parent
Bank. Shareholders are also informed that the disposal of 3.871% of the share in favor of Societa Italiana per le Imprese all’Estero (SIMEST), finalized in July 2006,
did not lead to the de-recognition of the related shareholding in light of the contractual clauses which characterize the transaction.

(E) The Parent Bank acquired control over the company in December 2006.

(F) The Parent Bank holds options for the acquisition of a further 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) following the exercise 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 (IFRS5).

(H) Further to the agreements between Sanpaolo IMI and Fondazione CR Forli, finalized at the end of December 2006, the Bank acquired legal control over Cassa dei
Risparmi di Forli S.p.A., in accordance with Article 23.2.1 of the Banking Consolidation Act and IAS 27 §13. As at 1° March 2007, the shareholders’ meeting of
this Bank approved Articles of Association amendments which led to the inclusion of the company within the Intesa Sanpaolo Banking Group and the change of
its name to Cassa dei Risparmi di Forli e della Romagna S.p.A.. There is an option on a further interest of 21.29% in the shareholding.

() Collective investment entity in which the EurizonVita Group holds the majority of the risks/benefits (SIC 12).

(J) SDS - Societa a Destinazione Specifica (Specific Purpose Company) for the issuing of structured products for hedging index-linked policies (SIC 12).

(K) In June 2006, the company was transferred by the Parent Bank to Eurizon Financial Group.

(L) In May 2006, EurizonVita exercised its call option on the remaining 50% of the company, thus acquiring total control. Furthermore, in September 2006 the com-
pany incorporated Fideuram Assicurazioni S.p.A..

(M) Vehicle companies which the Fideuram Group will use for its investment management activities.

(N) On 6 March 2007, Intesa Sanpaolo S.p.A. and Banca Popolare di Vicenza obtained the approval of the Management Board and the Board of Directors, respectively,
for the sale of the entire equity shareholding in Farbanca.

(O) In September 2006, the company incorporated Sanpaolo IMI Private Equity S.p.A. transtferring its registered offices to Bologna.

(P) Sanpaolo IMI Internazionale holds options for acquisition of a further 10% of the holding.

(Q) The Parent Bank acquired control over the company in November 2006.

(R) The company was created in February 2006 and in June 2006 it received the transfer of the branches in the “Adriatic areas” from the Parent Bank.

(S) Taking into account the “Preferred shares” issued for a total of USD 1,045,001,000, the share came to 4.31%.

(T) SDS — Societa a Destinazione Specifica (Specific Purpose Company) for securitization of leasing loans (in accordance with Law 130 of 30 April 1999) (SIC 12).

(U) In April 2006, Banca Fideuram transferred to Universo Servizio the company branch specifically dedicated to IT, back-office processing, call center activities and gen-
eral 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 to provide a complete picture, the outcome of the transaction carried out by Eurizon Financial Group for purchas-
ing Fideuram shares is illustrated.

On 21 August 2006, Eurizon launched a voluntary public offer to purchase all Banca Fideuram shares, with the aim of delisting the bank.
On 25 October 2006, the offer concluded, 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
share 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 residual 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 98.70% equity 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 residual Banca Fideuram shares in accordance with Article 111 of the Finance Consolidation 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 lItaliana 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 5 — 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 IAS/IFRS standards, while for
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the composition of the financial statement dossier reference was made to that established by the Bank of Italy in Circular No. 262 dated

22 December 2005 and to the temporary implementation provisions issued by the Bank of Italy under the Instruction dated 22 December

2005. While they are in observance of the IAS/IFRS provisions, these temporary provisions made it possible to provide less detailed explana-

tory notes for 2005 only. 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 financial statements in accordance with the afore-mentioned temporary provisions.

Furthermore, for a clearer presentation of this document:

e 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;

e certain 2005 balances, whose disclosures pursuant to the detailed layouts required by the Bank of Italy provisions were immediately
available, have also been included.

In addition:

e 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;

e revenues have been stated in the statement of income (schedules and explanatory notes) without any sign, while costs have been indi-
cated in brackets;

e an X has been included in the Explanatory Note tables for the details not envisaged by the Bank of Italy in the afore-mentioned Circular,
while a == sign has been inserted for the details which were not published in the 2005 financial statements in pursuance of the afore-
said temporary provisions.

Use of Estimates and Assumptions in Preparing the Financial Statements

The preparation of financial statements requires the use of estimates and 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 financial 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:

e the measurement of impairment losses on loans and, generally, other financial assets;

e the determination of the fair value of financial instruments to be used in statement schedules;

e the use of measurement models for determining the fair value of financial instruments not listed on active markets;

e the evaluation of the appropriateness of amounts stated for goodwill and other intangible assets;

e the measurement of personnel funds and provisions for risks and charges;

e 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

SANPAOLO IMI Group Financial Statements are subject to the financial audit of PricewaterhouseCoopers S.p.A. pursuant to 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 schedules in compliance with the IAS/IFRS 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 market conventions, it was decided to make reference
to the settlement date.

Section 1 - Financial Assets Held for Trading

The “financial assets held for trading” category includes:
e debt securities or equities acquired mainly for the purpose of obtaining profits in the short term;
e 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 costs/income relating 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.

Equities and related 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 operators 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 correlated to the economic features and the
risks of the host contract;

e a separate 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, including 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 are included in the statement of income at
the time of disposal or where an impairment loss 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:

e the issuer is experiencing major financial difficulties as proved by non-performance or default on payment of interest or capi-
tal;

e bankruptcy proceedings are likely to be opened;

e financial instruments are no longer dealt with on an active market;

e the economic conditions that affect the financial flows of the issuer have worsened;

e 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-
minable payments and fixed maturity that the Group intends to, and can, hold until maturity.

Financial assets held to maturity are stated at amortized cost, using the effective interest method. Gains and losses 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 Issued

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 costs/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 criterion 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;

e bankruptcy proceedings are likely to be opened,

e the economic conditions that affect the financial flows of the borrower/issuer have worsened;

e debt servicing difficulties are being experienced in the country of residence of the borrower/issuer;

¢ the borrower/issuer's rating has been downgraded due to negative news indicating that the financial situation of the latter has
worsened;

e 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 loans 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 due/overdue 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 account the extent to which loans have
become impaired and the relevance 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 insolvency or similar state;

e problem loans: loans to borrowers suffering temporary difficulties which are likely to be overcome in an acceptable period of time;

e restructured loans: loans in respect of which the bank (or a pool 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 loan
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;

e |oans 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 percentages 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;

e 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:

e allocation of the loan portfolio based on:
- customer segments
- business sectors
- geographical location

e calculation of the loss given default for each portfolio, based on historical experience and the time interval between the default event
and its formal occurrence which takes place when the loan is actually classified as a doubtful loan;

¢ application of corrective factors calculated on the basis of the qualitative analysis of the portfolio, with particular reference to the risk
concentration and the impact made by the current situation of the economic cycle on the various industrial sectors.

Writedowns, whether specific or general, are made by entering a “value 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 methodology 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 closer, 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 adjustments/write-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 to 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 I1AS
39 which provide for, on the one hand, the recording of the commissions received, pursuant to IAS 18 and, on the other hand, the
evaluation of risks and charges connected with the guarantees applying the criteria set forth in IAS 37. In accordance with the pro-
visions of the Bank of Italy, 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 IAS/IFRS 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 regulations.

In line with IASB indications, the Group essentially classified investments with respect to insurance polices where the total risk is
borne 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 to 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
portfolios of financial assets and liabilities, including core deposits, as permitted by IAS 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;

e net investment hedges in foreign operations.

For the purpose of applying hedge accounting, governed by the related accounting principles, the Group formally documents the
relationship 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 to verify hedge effectiveness. In line with IAS/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, (ii) it expires,
or is sold, terminated or exercised, (iii) 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-
utable 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 hedging adjustment made to the
latter, recorded in the financial 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 to 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 flow hedge relating to a forecast transaction expires or is no longer 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 expected to occur). When the transaction occurs, such amount is recognized in the statement of income under
“Profits (losses) on financial trading activities.”

Net Investment Hedge in Foreign Operations

With reference to investment hedging in foreign operations, the effective portion of the gain or loss 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:

e land

e functional property

e property investments

e electrical equipment

e furniture and fittings, machinery and equipment.

“Functional 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 represented 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 to 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 life, 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.



Consolidated Financial Statements - Part A — Accounting policies

Goodwill is not systematically amortized; in fact it is regularly 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
book 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, represented 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 lowest level within the Group at which the goodwill is
monitored for internal 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 involved and their completion as 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. If the results of the trial testing are negative, then the costs 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

Discontinued operations 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 only 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
captions of the statement of income.

The balance, whether positive or negative, of income or charges relating to 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 accruals 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 single Group companies due to the relevant Italian 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 taxes 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
income 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 temporary 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 temporary differences, 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 dif-
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 deferred tax assets and liabilities refer to items affecting the Statement 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 specific 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 to 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 liability will actually arise, also bearing in mind the permanent nature of the investment.

Section 12 - Provisions for Risks and Charges

Provisions 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:

e a current (legal or implicit) obligation exists owing to a past event;

e it is likely that financial resources will be used to fulfill the obligation;

e 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 IAS 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 techniques 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 overall 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 will 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 into 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:

¢ 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;

e 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 EC Regulation no. 1910/2005 of November 8, 2005, in the case of defined benefit plans that
spread risks between the various entities under joint control, the information reported in the Explanatory Notes, as required by section

120 A of IAS 19, refers to the plans taken on a collective basis.

“Other 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 loans (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 accruals 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 liability. 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.

If 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-/long-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 IAS 19 dealt with earlier. 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 balance 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 to 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
Method, 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 balancing the reduction or addition to the balance sheet liability
recorded.

Section 13 - Debts 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 issued, both listed and unlisted, including investment certificates and certificates of deposit, are shown in the financial
statements net of any repurchased portions.

Debts 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 liabilities. 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 collected by the Group’s insurance companies in respect of policies issued that are
mainly financial 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 - Financial 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 or
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 reflects 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 to 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 investment is ceded.

Monetary 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 applicable 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:

e in the statement of income if the non-monetary items are hedged against exchange risk, as regards the effective portion of the
hedge;

e 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 Products

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:

e 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 recorded under cur-
rent year costs;

e 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;

e the insurance products 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;

e the Group deems the discretional participation in profits (DPF) is equal to the rates for contractual reconveyance guaranteed in
policies for insured parties;

e liabilities related to DPF products are given as a whole with no distinction between the guaranteed and discretional components.

Financial Products Included Under Separate Management

Financial products included under separate 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:

e 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;

e the Group deems the discretional participation in profits (DPF) is equal to the quotas for contractual reconveyance guaranteed in
policies for insured parties;

e liabilities related to DPF products are given as a whole with no distinction between the guaranteed and discretional components;

e the products are evaluated using shadow accounting.

Financial Products Not Included Under Separate 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 IAS 39, as summarized below:

e 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;

e 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 provisions 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-
national accounting standards, contained in IAS 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;

e the insurance component included in the index- and unit-linked 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 Reserves

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 to 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/IFRS were first applied, as a result of the “deemed cost” evaluation of tangible assets.

Own Shares

Own shares purchased are shown in the financial statements 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.

Accruals, 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 on 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 to a reversal of the cumulative cost, but the equi-
ty amount recorded as the corresponding entry to personnel costs in the period over which the plan matures becomes available for dis-
tribution.

Revenue and Cost Recognition

Revenue arising 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;

e the value of sale proceeds can be reliably assessed;

e 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:
e interest is accounted for on an accrual basis which takes into account the effective interest earned;
e default or late payment interest are accounted for at the time they are received;
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e 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 to 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 cannot 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 last 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 value 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:

e for debt securities owned by the Bank, independently of the classifications provided by IAS 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 flows are actualized that include all factors that could
have an impact of the value of the instrument (e.g. credit risk, volatility and illiquidity);

e 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;

e for financial assets and liabilities with a residual term equal to or less than 12 months, fair value was reasonably assumed to equal
carrying value;

e 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 statements; hence fair value was taken at the carrying value;

e for medium-/long-term loans to customers, 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 from the rating) and loss given default;

o 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 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 near impossibil-
ity of anticipated repurchase/reimbursement and the existence of eventual clauses/options in favor of the issuer;

e for medium-/long-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 no
other particular and significant risk element exists which may have an impact on the fair value.

The parameters used and the models adopted 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.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 B - Information on the consolidated balance sheet

Assets
SECTION 1 - CASH AND CASH EQUIVALENTS - CAPTION 10

1.1 Cash and cash equivalents: break-down

(e/mil)
Banking Insurance Other Total as at Total as at
group companies companies 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 Financial assets held for trading: break-down by type
(€/mil)
Caption/Value Banking group Insurance companies Other companies Total as at 31/12/2006  Total as at 31/12/2005
Listed Unlisted Listed Unlisted Listed Unlisted Listed Unlisted Listed Unlisted
A. Non-derivative financial assets
1. Debt securities 5,084 942 46 - - - 5,130 942 9,915 1,121
1.1 Structured securities 66 18 - - - - 66 18 == ==
1.2 Other debt securities 5018 924 46 - - - 5,064 924 == ==
2. Equities 273 13 - - - - 273 13 447 7
3. 0..C.R. quotas 3,865 848 - - - - 3,865 848 2,767 430
4. Financing - - - - - - - - - -
4.1 Repurchase agreements - - - - - - - - - -
4.2 Other - - - - - - - - - -
5. Impaired assets - 1 - - - - - 1 5 -
6. Assets sold and not cancelled 4,803 - - - - - 4,803 - 1,550 -
Total A 14,025 1,804 46 - - - 14,071 1,804 14,684 1,558
B. Derivative instruments
1. Financial derivatives 721 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 - - - 40 - -
1.3 other - 190 1 9 - - 1 199 - -
2. Credit derivatives - 53 - - - - - 53 - 22
2.1 dealing - 53 - - - - - 53 - 22
2.2 connected with the fair value option - - - - - - - - - -
2.3 other - - - - - - - - - -
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 15,111 9,926

In 2006 and 2005 financial 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 million 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 debtor/issuer

(€/mil)
Caption/Value Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
A. Non-derivative financial assets
1. Debt securities 6,026 46 - 6,072 11,036
a) Governments and central banks 3,074 - - 3,074 8,443
b) Other public entities 94 - - 94 190
¢) Banks 2,087 8 - 2,095 1,872
d) Other issuers 771 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 210 - - 210 393
- other 47 - - 47 34
3. O.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
b) Other public entities - - - - -
c) Banks - - - - -
d) Other issuers - - - - -
Total A 15,829 46 - 15,875 16,242
B. Derivative instruments
a) Banks 5,590 231 - 5,821 7,674
b) Customers 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

O.1.C.R. quotas in the portfolio were predominantly made up of bond funds in both 2006 and 2005.
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2.3 Financial 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 derivative/Underlying asset Interest Currencies Equities Loans Other Total as at Total as at
rates and gold 31/12/2006 31/12/2005
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 - - 684 410
- purchased options 1 - 683 - - 684 410
- other derivatives - - - - - - -
2) Credit derivatives: - - - - - - -
with underlying asset exchange - - - - - - -
without underlying asset exchange - - - - - - -
Total A 4 - 717 - - 721 427

B. Unlisted derivatives
1) Financial derivatives: 5,302 347 1,240 - 109 6,998 8,116
with underlying asset exchange - 328 97 - 1 426 526
- purchased options - 201 93 - - 294 315
- other derivatives - 127 4 - 1 132 211
without underlying asset exchange 5,302 19 1,143 - 108 6,572 7,590
- 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 7,772 8,565
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2.3.2 Financial assets held for trading

: dealing derivative instruments attributable to insurance companies

(€/mil)
Type of derivative/Underlying asset Interest Currencies Equities Loans Other Total as at Total as at
rates and gold 31/12/2006 31/12/2005
A. Listed derivatives

1) Financial derivatives: - - 1 - - 1 -
with underlying asset exchange - - - - - - _
- purchased options - - - - - - -
- other derivatives - - - - - -
without underlying asset exchange - - 1 - - 1 i
- purchased options - - - - - - -
- other derivatives - - 1 - - 1 -
2) Credit derivatives: - - - - - - -
with underlying asset exchange - - - - - - _
without underlying asset exchange - - - - - - _
Total A - - 1 - - 1 ;

B. Unlisted derivatives
1) Financial derivatives: 244 22 - - 275 230
with underlying asset exchange - - - - 9 -
- purchased options - - - - - - -
- other derivatives - 9 - - - 9 -
without underlying asset exchange 244 - 22 - - 266 230
- purchased options - - 22 - - 22 230
- other derivatives 244 - - - - 244 -
2) Credit derivatives: - - - - - - -
with underlying asset exchange - - - - - - _
without underlying asset exchange - - - - - - _
Total B 244 9 22 - - 275 230
Total (A + B) 244 23 - - 276 230

2.3.3 Financial assets held for trading

At 31 December 2006 and at 31 December 2005, the SANPAOLO IMI Group did not hold any such assets.

: dealing derivative instruments attributable to other companies

2.4 On-balance sheet financial assets held for trading (other than assets sold 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

(€/mil)
Changes/Underlying asset D_e_bt Equities O..C.R. Financing Total
securities quotas

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
B3. 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)
C2. Reimbursement (6,932) - (1) - (6,933)
C3. Negative fair value changes (34) (1) (6) - (41)
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 includes, at 31 December 2006, 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) include 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

(€/mi)
Changes/Underlying asset ngt Equities O..C.R. Financing Total
securities quotas
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. Other changes - - - - -
C. Closing balance 46 - - - 46
2.4.3 Financial assets held for trading (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 SANPAOLO IMI Group.
SECTION 3 - FINANCIAL ASSETS DESIGNATED AS AT FAIR VALUE - CAPTION 30
3.1 Financial assets designated as at fair value: break-down by type
(€/mil)
Caption/Value Banking group Insurance companies Other companies Total as at 31/12/2006  Total as at 31/12/2005
Listed Unlisted Listed Unlisted Listed Unlisted Listed Unlisted Listed Unlisted
1. Debt securities 106 664 11,068 1,051 - - 11,174 1,715 13,737 1,110
1.1 Structured securities - 14 9 - - - 9 14 - -
1.2 Other debt securities 106 650 11,059 1,051 - - 11,165 1,701 13,737 1,110
2. Equities 4 - 3,483 - - - 3,487 - 3,411 -
3. 0.L.C.R. quotas - 2 67 4,225 - - 67 4,227 - 4,266
4. Financing - - - 5 - - - 5 - 4
4.1 Structured - - - - - - - - - -
4.2 Other - - - 5 - - - 5 - 4
5. Impaired assets - - - - - - - - - -
6. Assets sold and not cancelled - 10 - - - - - 10 - -
Total 110 676 14,618 5,281 - - 14,728 5,957 17,148 5,380
Cost 109 653 15,176 4,630 - - 15,285 5283 15,729 5,376

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 retained 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 IASB.
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3.2 Financial assets designated as at fair value: break-down by debtor/issuer
(€/mil)

Caption/Value Banking Insurance Other Total as at Total as at

group companies companies 31/12/2006 31/12/2005

1. Debt securities 770 12,119 - 12,889 14,847

a) Governments and central banks 63 7,356 - 7,419 7,351

b) Other public entities 56 1,061 - 1,117 62

c) Banks 593 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 - 172 152

- 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 - - - - -

b) Other public entities - - - - -

¢) Banks - - - - -

d) Other entities - - - - -

6. Assets sold and not cancelled 10 - - 10 -

a) Governments and central banks - - - - -

b) Other public entities - - - - -

c) Banks 10 - - 10 -

d) Other entities - - - - -

Total 786 19,899 - 20,685 22,528

O.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 not 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

(€/mil)
D_e_bt Equities O..C.R. Financing Total
securities quotas

A. Opening balance 693 3 - - 696
B. Increases 534 2 2 - 538
B1. Purchases 495 1 2 - 498
B2. Positive fair value changes 22 1 - - 23
B3. Other changes 17 - 17

C. Decreases (457) - (458)
C1. Sales (89) - (90)
C2. Reimbursement (304) - (304)
C3. Negative fair value changes (39) - (39)
C4. Other changes (25) - (25)

D. Closing balance 770 - 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

(€/mil)
D_e_bt Equities O..C.R. Financing Total
securities 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 76 51 47 - 174
B3. Other changes 860 479 591 13 1,943

C. 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 Financial assets designated as at fair value (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 SANPAOLO IMI Group.
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SECTION 4 - AVAILABLE-FOR-SALE FINANCIAL ASSETS - CAPTION 40

4.1 Available-for-sale financial assets: break-down by type

(€/mil)
Caption/Value Banking group Insurance companies Other companies Total as at 31/12/2006  Total as at 31/12/2005
Listed Unlisted Listed Unlisted Listed Unlisted Listed Unlisted Listed Unlisted
1. Debt securities 8,064 3,537 18,131 4 - - 26,195 3,541 20,673 4,585
1.1 Structured securities 6 215 - - - - 6 215 - -
1.2 Other debt securities 8,058 3,322 18,131 4 - - 26,189 3,326 20,673 4,585
2. Equities 2,870 1,039 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. O.LCR. quotas 172 60 35 36 - - 207 96 296 89
4. Financing - 28 - - - - - 28 - 14
5. Impaired assets - 4 - - - - - 4 -
6. Assets sold and not cancelled 371 - - - - - 371 - 32 40
Total 11,477 4,668 19,644 40 - - 31,121 4,708 23,848 5,989

At 31 December 2005, available-for-sale financial assets totaled 29,837 million euro, of which 19,056 million euro referred to the insur-
ance sector and 10,781 million euro to the banking business.

For further 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 Santander Central Hispano, for a total 1,934
million euro (1,524 million at 31 December 2005).

At 31 December 2006 certain unlisted equities, for 222 million euro (of which 191 million euro attributable to investments in the Bank
of Italy), the fair value of which cannot be reliably established or verified, also taking into account the importance of the range of values
obtainable 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

(€/mil)
Caption/Value Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
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
c) Banks 1,692 1,005 - 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. O.L.C.R. quotas 233 71 - 304 385
4. Financing 28 - - 28 14
a) Governments and central banks - - - - -
b) Other public entities - - - - -
¢) Banks 10 - - 10 10
d) Other entities 18 - - 18
5. Impaired assets 4 - - 4 -
a) Governments and central banks - - - - -
b) Other public entities 4 - - 4 -
c) Banks - - - - -
d) Other entities - - - - -
6. Assets sold and not cancelled 371 - - 371 72
a) Governments and central banks 365 - - 365 32
b) Other public entities - - - - -
c) Banks 6 - - 6 -
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
(€/mil)
Total as at 31/12/2006  Total as at 31/12/2005
Fair Cash Fair Cash
value flows value flows
1. Debt securities 4,710 - 3,599 13
2. Equities - - 4 -
3. O..C.R. quotas - - - -
4. Financing - - - -
5. Portfolio - - - -
Total 4,710 - 3,603 13

At 31 December 2006, available-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

(€/mil)
Total as at 31/12/2006  Total as at 31/12/2005
Fair Cash Fair Cash
value flows value flows
1. Debt securities 4,871 - 103 401
2. Equities - - - -
3. O.L.C.R. quotas - - - -
4. Financing - - - -
5. Portfolio - - - -
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 SANPAOLO IMI Group did not hold any such assets.
4.4 Available-for-sale financial assets: assets subject to micro-hedging
(€/mil)
Caption/Value Banking Insurance Other Total as at
group companies companies 31/12/2006
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 - - - -
¢) Exchange risk - - - -
d) Credit risk - - - -
e) Other risks - 21 - 21
2. Financial assets subject to cash flow hedging - - - -
a) Interest rate risk - - - -
b) Exchange rate risk - - - -
c) 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.

largely carried out in fair value hedge transactions and only residually through cash flow hedging transactions.

Hedging was
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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 to the banking group

(€/mil)
D_e_bt Equities O..C.R. Financing Total
securities quotas

A. Opening balance 7,255 3,108 336 10 10,709
B. Increases 7,530 1,509 611 18 9,668
B1. 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 portfolios 3 14 - 18 35
B5. Other changes 124 223 12 - 359
C. Decreases (3,184) (709) (714) - (4,607)
C1. 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) - - - (5)
- charged to net shareholders’ equity - - - - -
C5. Transfers to other portfolios - (32) - - (32)
C6. 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): annual changes

attributable to insurance companies
(€/mil)
D_e_bt Equities O..C.R. Financing Total
securities quotas

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
B2. Positive fair value changes 23 181 6 - 210
B3. Write-backs - - - - -
- charged to the statement of income - X - - -
- charged to net shareholders’ equity - - - - -
B4. Transfers to other portfolios - - - - -
B5. Other changes 138 160 13 - 311
C. Decreases (10,272) (1,269) (24) (4) (11,569)
C1. Sales (8,250) (1,100) (21) - 9,371)
C2. Reimbursement (1,221) - - - (1,221)
C3. 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 to other portfolios - - - - -
C6. Other changes (179) (164) (1) 4) (344)
D. Closing balance 18,135 1,478 71 - 19,684




130

Consolidated Financial Statements — Part B - Information on the consolidated balance sheet - Assets - Sections 4 - 5

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 SANPAOLO IMI Group.

SECTION 5 - FINANCIAL ASSETS HELD TO MATURITY - CAPTION 50

5.1 Financial assets held to maturity: break-down by type

(€/mil)
Transaction type/ Banking group Insurance companies Other companies Total as at 31/12/2006  Total as at 31/12/2005
Group companies Book Fair Book Fair Book Fair Book Fair Book Fair
value value value value value value value value value value
1. Debt securities 2,865 2,866 - - - - 2,865 2,866 764 764
1.1 Structured securities - - - - - - - - -
1.2 Other debt securities 2,865 2,866 - - - - 2,865 2,866 764 764
2. Financing - - - - - - - - -
3. Impaired assets - - - - - - - - -
4. Assets sold and not cancelled 7 7 - - - - 7 7 1,771 1,769
Total 2,872 2,873 - - - - 2,872 2,873 2,535 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). Other companies contributing to 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 include assets held to maturity.

5.2 Financial assets held to maturity: break-down by debtor/issuer

(€/mil)

Type of transaction/Value Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005

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

c) Banks - - - - -

d) Other issuers 5 - - 5 195

2. Financing - - - = -
a) Governments and central banks - - - - -

b) Other public entities - - - - -

c) Banks - - - - -

d) Other entities - - - - -

4 Impaired assets - - - - -
a) Governments and central banks - - - - -

b) Other public entities - - - - -

c) 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 - - -
c) Banks - - - - -
d) Other entities - - - - -
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 IMI Group did not hold any such assets.

5.4 Financial assets held to maturity (other than assets sold and not cancelled and impaired assets): annual changes

(€/mil)
Debt securities Financing Total
A. Opening balance 764 - 764
B. Increases 6,542 - 6,542
B1. Purchases 1,161 - 1,161
of which business combinations (Bank of Alexandria, Bia, Panoska, CRForli) 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) - ()
C2. Reimbursement (818) - (818)
C3. Adjustments - - -
C4. Transfers to other portfolios - - -
C5. Other changes (3,616) - (3,616)
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
(€/mil)
Type of transaction/Value Total as at Total as at
31/12/2006 31/12/2005
A. Due to central banks 2,918 345
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 1 -
3.3 Other 2,616 2,307
4. Debt securities 1,116 998
4.1 Structured securities 216 ==
4.2 Other debt securities 900 ==

5. Impaired assets - -

6. 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

(€/mil)

Type of transaction/Value

Total as at
31/12/2006

Total as at
31/12/2005

A. Due to central banks

1.

Tied deposits

2.

Compulsory reserve

3.

Repurchase agreements

4.

Other

B. Due to banks

39

65

1.

Current accounts and demand deposits

39

65

2.

Tied deposits

3.

Other financing

3.1 Repurchase agreements

3.2 Financial leasing

3.3 Other

. 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

(€/mil)

Type of transaction/Value

Total as at
31/12/2006

Total as at
31/12/2005

1. Loans subject to fair value hedging

516

106

a) interest rate risk

516

106

b) exchange rate risk

¢) credit risk

d) other risks

2. Loans subject to cash flow hedging

a) interest rate risk

b) exchange rate risk

c) 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 SANPAOLO IMI Group did not hold any such assets.

6.3 Financial leasing

At 31 December 2006 and at 31 December 2005 the Group did not have significant financial leasing operations in place with banks.
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SECTION 7 - LOANS TO CUSTOMERS - CAPTION 70

At 31 December 2006, loans to customers include 450 million euro (595 million euro at 31 December 2005) of loans to Societa per la
gestione di attivita S.p.A. (Sga), of which 411 million euro (545 million euro at 31 December 2005) were granted under Law 588/96.
Furthermore, in accordance with the international accounting standards, loans to customers include also loans for performing leasing con-
tracts assigned in the last quarter of 2004, by Sanpaolo Leasint within the context of the Split2 securitization transaction (assets sold and
not cancelled).

Details about credit quality and the degree of risk of the loan portfolio can 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 as at Total as at
31/12/2006 31/12/2005

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 1,322 312
8.1 Structured securities 100 -

8.2 Other debt securities 1,222 312

9. Impaired assets 3,150 3,310
10. Assets sold and not cancelled (*) 1,404 1,679
Total (book value) 157,539 139,507
Total (fair value) 158,437 141,237

(*) Including seven million euro of impaired assets as at 31 December, 2006 (four million euro as at 31 December, 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 also 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

(€/mil)
Type of transaction/Value Total as at Total as at
31/12/2006 31/12/2005

Current accounts - -

Repurchase agreements 238 -

Mortgage loans - -

Credit cards, personal loans, loans on salary - -

Financial leasing - -

Factoring - R

Other transactions 23 -

QN U R W=

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 debtor/issuer attributable to the banking group

(€/mil)
Type of transaction/Value Total as at Total as at
31/12/2006 31/12/2005
1. Debt securities: 1,322 312
a) Governments 909 -
b) Other public entities - -
c) 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 139,791 120,658
- 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
c) Other entities 3,110 3,301
- non-financial companies 2,125 2,443
- financial companies 22 32
- insurance companies - -
- other 963 826
4. Assets sold and not cancelled: 1,404 1,679
a) Governments - -
b) Other public entities - -
c) 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

(€/mil)
Type of transaction/Value Total as at Total as at
31/12/2006 31/12/2005

1. Debt securities: - i

a) Governments - -
b
c) Other issuers - -

~

Other public entities - -

- non-financial companies - -

- financial companies - -

- insurance companies = -

- other - -

2. Loans to: 261 -
a) Governments - -
b) Other public entities - -

c) Other entities 261 -

- non-financial companies - -

- financial companies 238 -

- insurance companies - -
- other 23 -

3. Impaired assets: - _

a) Governments - _
b) Other public entities - _
¢) Other entities - _

- non-financial companies - _

- financial companies - -

- insurance companies - -

- 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 debtor/issuer attributable to other companies

At 31 December 2006 and at 31 December 2005, the SANPAOLO 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

(€/mil)

Type of transaction/Value Total as at Total as at
31/12/2006 31/12/2005

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 - -

c) other - -
Total 17,137 19,826

Loans subject to fair value micro-hedging are stated at cost, adjusted for the fair 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 SANPAOLO IMI Group did not hold any such assets.

7.3.3 Loans to customers: 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

(€/mil)
Time bands 31/12/2006
Explicit Loans under Minimum payments Gross investment

loans construction Capital  of which guaranteed Interest of which guaranteed
recovery value recovery value
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 Sanpaolo 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 to the naval-aviation sector. The five most important contracts together showed a guar-
anteed residual value on net investment of around 143.6 million euro and differed financial profits of 46.6 million; potential rents for
accounting as income in the year amounted to 16.9 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.



Consolidated Financial Statements - Part B - Information on the consolidated balance sheet - Assets - Section 8 | 137

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
(€/mil)

Type of derivative/Underlying asset Interest Currencies Equities Loans Other Total
rates and gold

A. Listed derivatives

1) Financial derivatives: - - - - - -

with underlying asset exchange - - - - - _

- purchased options - - - - - i

- other derivatives - - - - - :

without underlying asset exchange - - - : - .

- purchased options - - - - - i

- other derivatives - - - - - -

2) Credit derivatives: - - - - - -

with underlying asset exchange - - - - - i

without underlying asset exchange - - - - - -

Total A - - - - - -
B. Unlisted derivatives

1) Financial derivatives: 803 15 12 - - 830

with underlying asset exchange - 15 - - - 15

- purchased options - - - - - i

- other derivatives - 15 - - - 15

without underlying asset exchange 803 - 12 - - 815

- purchased options 21 - - - - 21
- other derivatives 782 - 12 - - 794
2) Credit derivatives: - - - - - -

with underlying asset exchange - - - - - i

without underlying asset exchange - - - - - i
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 attributable to the insurance companies
(€/mil)

Type of derivative/Underlying asset Interest Currencies Equities Loans Other Total
rates and gold

A. Listed derivatives

1) Financial derivatives: - - - - - -

with underlying asset exchange - - - - - _

- purchased options - - - - - -

- other derivatives - - - - - -

without underlying asset exchange - - - - - -

- purchased options - - - - - -

- other derivatives - - - - - ;

2) Credit derivatives: - - - - - -

with underlying asset exchange - - - - B, _

without underlying asset exchange - - - R _ i
Total A - - R R _ R
B. Unlisted derivatives

1) Financial derivatives: 26 - - - - 26

with underlying asset exchange - - - - - _

- purchased options - - - - - -

- other derivatives - - - - - -

without underlying asset exchange 26 - - - - 26

- purchased options 23 - - - - 23

- other derivatives 3 - - - B, 3
2) Credit derivatives: - - - 164 - 164
with underlying asset exchange - - - - - -

without underlying asset exchange - - - 164 - 164
Total B 26 - - 164 - 190
Total (A + B) as at 31/12/2006 26 - - 164 - 190
Total (A + B) as at 31/12/2005 - - - - - -

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 SANPAOLO IMI Group did not hold any such derivatives.

8.2 Hedging derivatives: break-down by hedged portfolio and type of hedging (book value)

For 2006 and 2005 the hedging derivatives recognized at caption 80 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 policies can be found in Part E of these
Notes.

8.2.1 Hedging derivatives: break-down by hedged portfolio and type of hedging (book value) attributable
to the banking group

(€/mil)
Transaction/Hedging type Fair value Cash flows
Specific Generic Specific Generic
Interest  Exchange Credit Price Other
rate risk risk risk risk 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 11 X -
Total liabilities 518 - - - 4 11 5 -
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8.2.2 Hedging derivatives: break-down by hedged portfolio and type of hedging (book value) attributable to insurance

companies
(€/mil)
Transaction/Hedging type Fair value Cash flows
Specific Generic Specific Generic

Interest  Exchange Credit Price Other

rate risk risk risk risk risks
1. Available-for-sale financial assets 26 - - - - X - X
2. Loans - - - 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. Portfolio X X X X X - X -
Total liabilities - - 164 - - - - -

8.2.3 Hedging derivatives: break-down by hedged portfolio and type of hedging (book value)

At 31 December 2006 and at 31 December 2005 the SANPAOLO IMI Group did not hold 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 (carried at net equity), jointly-controlled companies (carried at net equity) and in
companies subject to significant influence: information on investment relationships

Type of Ownership Voting rights ~ Notes
relation- at ordinary
ship Held by Share  shareholder’s
Company name Registered offices (1) % meeting (2) %

A  Subsidiaries

1 CBE Service S.p.r.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
3 Consorzio Studi e Ricerche Fiscali Rome 1 Sanpaolo IMI 55.00 55.00

Banca Fideuram 10.00 10.00
EurizonVita 10.00 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 5.00
IMI Investimenti 5.00 5.00

100.00 100.00

4 Immobiliare 21 S.r.l. Milan 1 Sanpaolo IMI 100.00 100.00
5  Immobiliare Nettuno S.p.A. Bologna 1 Cassa di Risparmio Bologna  100.00 100.00
6 Isyde S.p.A. Turin 1 Eurizon Financial Group  100.00 100.00 (A)
7  Sanpaolo IMI Equity Management S.A. Luxembourg 1 IMI Investimenti ~ 99.99 99.99

LDV Holding 0.01 0.01
100.00 100.00
8  Sanpaolo IMI Management Ltd United Kingdom 1 IMI Investimenti  100.00 100.00
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(cont'd: equity shareholdings carried at net equity)

Type of Ownership Voting rights ~ Notes
relation- at ordinary
ship Held by Share  shareholder’s
Company name Registered offices (1) % meeting (2) %
9  Studi e Ricerche per il Mezzogiorno Naples 1 Sanpaolo IMI 16.67 16.67
Banca OPI 16.67 16.67
Sanpaolo IMI Investimenti 16.67 16.67
Sanpaolo Banco di Napoli 16.66 16.66
66.67 66.67
10 Tobuk Ltd Ireland 1 Sanpaolo IMI Bank Ireland  100.00 100.00
11 West Trade Center S.A. Romania 1 Sanpaolo IMI 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 Sanpaolo IMI 100.00 100.00
14 Cotonificio Bresciano Ottolini S.r.l. (in lig.) Brescia 1 Sanpaolo IMI 97.58 97.58
15 Emil Europe '92 S.r.l. (in lig.) Bologna 1 Cassa di Risparmio Bologna ~ 93.47 93.47
16 Imifin S.p.A. (in lig.) Rome 1 Sanpaolo IMI 100.00 100.00
17 IMI Bank A.G. (in lig.) Germania 1 Sanpaolo Bank  100.00 100.00
18 ISC Euroservice G.M.B.H. (in lig.) Germania 1 Sanpaolo IMI 80.00 80.00
19 Sanpaolo Leasint G.M.B.H. (in lig.) Austria 1 Sanpaolo Leasint  100.00 100.00
20 Sanpaolo U.S. Holding Co. (in lig.) United States 1 Sanpaolo IMI 100.00 100.00
21 West Leasing S.A. (in lig.) Romania 1 Sanpaolo IMI Bank Romania  88.71 88.71
B  Subject to joint control
1 Allfunds Bank S.A. Spain Sanpaolo IMI 50.00 50.00
2 TLXSp.A. Milan Banca IMI  50.00 50.00 (B)
3 Centradia Group Ltd (in lig.) United Kingdom 7 Sanpaolo IMI 30.45 30.45
C Companies subject to significant influence
1 Aeroporti Holding S.r.l. Turin 4 IMI Investimenti ~ 30.00 30.00
2 Banque Palatine S.A. France 4 Sampaolo IMI 37.31 37.31
3 Cassa di Risparmio di Firenze S.p.A. Florence 4 Sanpaolo IMI 18.60 18.62
4 CR Firenze Gestion Internationale S.A. Luxembourg 4 Sanpaolo IMI 20.00 20.00
5  GEST Line S.p.A. Naples 4 Sanpaolo IMI 30.02 30.02 ©)
6  Global Menkul Degerler A.S. Turkey 4 Banca IMI  20.00 20.00
7 1. Tre Iniziative Immobiliari Industriali S.p.A. Rovigo 4 Cassa di Risparmio Padova e Rovigo ~ 20.00 20.00
8 Imaging S.p.A. Milan 4 IMI Investimenti ~ 19.99 19.99 (D)
9 Infragruppo S.p.A. Bergamo 4 IMI Investimenti  21.71 21.71 (E)
10 Liseuro S.p.A. Udine 4 Sanpaolo IMI 35.11 35.11
11 Praxis Calcolo S.p.A. Milan 4 IMI Investimenti 14.52 14.52
LDV 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 B.V. Netherlands 4 Ldv Holding ~ 23.50 29.38
Sanpaolo IMI Equity Management ~ 20.00 -
43.50 29.38 G)
14 Sl Holding S.p.A. Rome 4 Sanpaolo IMI 36.74 36.74 (H)
Cariforli 0.25 0.25
36.99 36.99
15 Sinloc - Sistema Iniziative Locali S.p.A. Turin 4 FIN.OPI 10.00 10.00
Banca OPI 8.15 8.15
18.15 18.15
16 Societa Gestione per il Realizzo S.p.A. Rome 4 Sanpaolo IMI 28.31 28.31
Banca Fideuram 0.64 0.64
28.95 28.95
17 Synesis Finanziaria S.p.A. Turin 4 IMI Investimenti ~ 25.00 25.00
18 Aeroporto di Napoli S.p.A. (in lig.) Naples 4 Sanpaolo IMI 20.00 20.00
19 Consorzio Bancario SIR S.p.A. (in lig.) Rome 4 Sanpaolo IMI 32.84 32.84
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(cont'd: equity shareholdings carried at net equity))

Company name

Registered offices

Type

relation-

of

Ownership

ship

Q)

Held by Share

%

Voting rights
at ordinary
shareholder’s
meeting (2) %

Notes

20 Integra S.r.l. (in lig.) Belluno 4 Cassa di Risparmio Padova e Rovigo ~ 29.64 29.64
21 Mega International S.p.A. (composition with creditors) Ravenna 4 Neos Banca  48.00 48.00
22 Progema S.r.l. (in lig.) Turin 4 SEP 10.00 10.00
Neos 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 = majority of voting rights at ordinary shareholders’ meeting

2 = dominant influence at ordinary shareholders’ meeting

3 = agreements with other shareholders

4 = companies subject to significant influence

5 = single management pursuant to article 26, paragraph 1, of D.Lgs. 87/92

6 = single management pursuant to article 26, paragraph 2, of D.Lgs. 87/92

7 = joint control

8 = majority of benefits and risks (SIC 12).
(2) Availability of voting rights at ordinary shareholder’s meeting. Any “potential votes” are highlighted in specific notes.

(A) The holding was acquired in August 2006.

(B) The holding was acquired in December 2006.

(C) The Group disposed of its controlling stake in the company during 2006.

(D) 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 sale equities” as a result of the acquisitions of IMI Investimenti in December 2006, which resulting
in the Group exerting significant influence.

(G) Company for which IMI Investimenti has initiated disposal (IFRS5).

(H) The holding has been transferred to the “Available for sale equities” portfolio as a result of the acquisitions of the Parent Bank in May 2006, which resulted in
Sanpaolo IMI exerting significant influence.

10.2 Equity shareholdings in subsidiaries, jointly-controlled companies and in companies subject to significant influence:
accounting data

(€/mil)
Total Total Profit Net Consolidated Fair Notes
assets revenues (loss) shareholders’ book value
Company name equity value
A. Companies carried at net equity
A.1 subsidiaries
1 CBE Service S.p.r.l. - - - - - XXX (A)
2 Cedar Street Securities Corp. - - - - - XXX
3 Consorzio Studi e Ricerche Fiscali 1 2 - - - XXX
4 Immobiliare 21 S.r.l. 3 3 3 3 3 XXX
5 Immobiliare Nettuno S.p.A. 1 - - 1 1 XXX
6 Isyde S.p.A. 4 9 - - 9 XXX
7  Sanpaolo IMI Equity Management S.A. 1 1 - 1 1 XXX
8 Sanpaolo IMI Management Ltd 1 1 - 1 1 XXX
9 Studi e Ricerche per il Mezzogiorno 1 2 - - - XXX
10 Tobuk Ltd - - - - - XXX
11 West Trade Center S.A. - - - - - XXX
12 BN Finrete S.p.A. (in lig.) 2 - - - - XXX
13 Cioccolato Feletti S.p.A. (in lig.) - - - - - XXX (B)
14 Cotonificio Bresciano Ottolini S.r.l. (in lig.) - - - - XXX Q)
15 Emil Europe '92 S.r.l. (in lig.) 19 - (1) (1) - XXX
16 Imifin S.p.A. (in lig.) 1 - - - - XXX
17 IMI Bank A.G. (in lig.) 1 - - 1 1 XXX
18 ISC Euroservice G.M.B.H. (in lig.) - - - - - XXX (D)
19 Sanpaolo Leasint G.M.B.H. (in lig.) 2 - - 1 1 XXX
20 Sanpaolo U.S. Holding Co. (in lig.) - - - - - XXX
21 West Leasing S.A. (in lig.) 1 - - 1 1 XXX

141



142 | Consolidated Financial Statements — Part B - Information on the consolidated balance sheet - Assets - Section 10

(cont'd: accounting information on companies carried at net equity)

Total Total Profit Net Consolidated Fair Notes
assets revenues (loss) shareholders’ book value
Company name equity value
A.2 subject to joint control
1 Allfunds Bank S.A. 183 192 16 55 33 XXX
2 TLXS.p.A. 6 10 - 5 3 XXX
3 Centradia Group Ltd (in lig.) - - - - - XXX
A.3 subject to significant influence
Aeroporti Holding S.r.l. 30 - - 30 14 XXX (E)
2 Banque Palatine S.A. 7,751 460 50 565 211 XXX (F)
3 Cassa di Risparmio di Firenze S.p.A. 22,980 831 235 1,599 344 652 (G)
4 CR Firenze Gestion Internationale S.A. 35 69 19 21 4 XXX
5 GEST Line S.p.A. - - - - - XXX
6 Global Menkul Degerler A.S. 26 21 2 12 3 XXX
7 1. Tre Iniziative Immobiliari Industriali S.p.A. - - 17) 17) - XXX (A)
8 Imaging 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 XXX
12 Sagat S.p.A. 88 33 2 59 17 XXX (A)
13 Sanpaolo IMI Private Equity Scheme B.V. - - - - - XXX
14 Sl Holding S.p.A. 4,068 991 11 53 54 XXX (E)
15 Sinloc - Sistema Iniziative Locali S.p.A. 48 1 - 47 9 XXX (A)
16 Societa Gestione per il Realizzo S.p.A. 66 11 - 24 1 XXX (E)
17 Synesis Finanziaria S.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.) 1 - - (500) - XXX (E)
20 Integra S.r.l. (in lig.) - - - - - XXX (E)
21 Mega International S.p.A. (composition with creditors) - - - - - XXX
22 Progema S.r.l. (in lig.) - - - - - XXX
Total 893

Notes to the tables on information on investment relationships:

(A) Data refers to the financial statements at 30 June 2006 drawn up by the subsidiary.

(B) Data refers to the financial statements at 12 October 2006 drawn up by the subsidiary.

(C) Data refers to the liquidation financial statements at 30 October 2006 drawn up by the subsidiary.

(D) Data refers to the financial statements at 30 June 2006 drawn up by the subsidiary.

(E) Data refers to the financial statements at 31 December 2005 drawn up by the subsidiary.

(F) Data refers to the consolidated financial statements drawn up by the subsidiary.

(G) Data refers to the consolidated financial statements at 30 September 2006 drawn up by the subsidiary. The total revenue caption contains the total company’s con-
solidated “net operating income”..

(H) The company was established in February 2006 as a vehicle for the purchase of 100% of Esaote. At 31 December 2006, the company opted not to prepare finan-
cial statements for the year.
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(€/mil)

Banking Insurance Other Total
group companies companies

. 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 - - - -
C3. Other changes (167) - - (167)
. Closing balance 893 - - 893
E. Total revaluations - - - -
F. Total adjustments (318) - - (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 dei 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
Forli S.p.A., which whilst previously jointly controlled, fell under the full control of the Group in December 2006 (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 Forli (sell-
er) and SANPAOLO IMI and Cassa di Risparmio di Firenze (purchasers), provides that the purchasers transfer to the Fondazione an option
to sell a maximum number of ordinary shares representing 51.35% of the CR Forli capital, exercisable in several tranches, at the unit price
of 8.11 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 December 2008). On 12 May 2003
Fondazione CR Forli exercised the option to purchase on the first tranche of 8,335,370 ordinary shares (representing 8.75% of share cap-
ital) at a price of 68 million euro for the SANPAOLO 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 euro for the SANPAOLO 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 SANPAOLO IMI Group located in
Romagna and Cassa dei Risparmi di Forli S.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 51% stake of the share capital of Cassa dei Risparmi di Forl.

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 Sanpaolo 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 S.p.A..

10.5 Commitments 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 Risparmio di Firenze, BNP
Paribas and SANPAOLO IMI concerning the equity shareholding of the Cassa di Risparmio di Firenze. Subsequently, on 28 September 2005,
2005 SANPAQOLO IMI, in acknowledging the lengthy period in which the agreement had not been renewed, resolved to exercise 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 calculated 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 purposes of completeness, with regard to commitments and options on equity and capital shares currently classified as
financial assets available 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 on 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 a controlling holding in the company, provided that SANPAOLO IMI guarantee, in case the Public Offer launched on the entire
capital of the company in March 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 to the Public Offer.
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 validity 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 2011.

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 Italo Albanese SH.A., exercisable from December 2006 through to
January 2009.

Following the acquisition of 87.39% of the share capital of the Serbian bank Panonska Banka A.D., finalized on 24 November 2006, SAN-
PAOLO IMI took on the commitment to launch a voluntary takeover bid on the remaining share capital, at the same conditions offered
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 will 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 acquisition of the American Bank of Albania (ABA),the Albanian American
Enterprise Fund (AAEF) awarded the immediate sale of 80% of the Albanian bank to SANPAOLO IMI, 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-
clusion of the acquisition, however, remains subject to the attainment of pertinent statutory authorizations.

SECTION 11 - TECHNICAL INSURANCE RESERVES CARRIED BY REINSURERS — CAPTION 110

11.1 Technical insurance reserves attributable to reinsurers: break-down

(€/mil)
Total as at Total as at
31/12/2006 31/12/2005
A. Casualty branch 35 24
A1. premiums reserves 20 12
A2. claims reserves 15 12
A3. other reserves - -
B. Life branch 11 5
B1. mathematical reserves 11 4
B2. reserves for amounts to be disbursed - 1
B3. other reserves - -
C. Technical reserves for investment risks to be borne by the insured - -
C1. reserves for contracts 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 casualty branch.
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SECTION 12 - TANGIBLE ASSETS — CAPTION 120

12.1 Tangible assets: break-down of assets valued at cost

(€/mil)
Asset/Value Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
A. Assets
1.1 owned by the Bank 2,744 30 - 2,774 1,987
a) land 965 17 - 982 912
b) buildings 859 5 - 864 819
c) fixtures and fittings 99 1 - 100 99
d) electrical equipment 105 - - 105 118
e) other 716 7 - 723 39
1.2 leased a1 - - 41 69
a) land 17 - - 17 31
b) buildings 24 - - 24 26
c) 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 - 136 121
a) land 62 38 - 100 91
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 Tangible assets: break-down of assets designated as at fair value or revaluated

The SANPAOLO IMI 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

(€/mil)
Land Buildings Fixtures Electrical Other Total as at
and fittings equipment 31/12/2006
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 2,023
B. Increases 109 153 28 93 1,590 1,973
B.1 Purchases 92 120 26 91 205 534
B.1.1 Business combinations 33 78 7 18 3 139
B.2 Capitalized improvement expenses - 18 - - 1 19
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 investment 1 1 - - - 2
B.7 Other changes 16 14 2 2 1,384 1,418
C. Decreases (44) (109) (29) (116) (913) (1,211)
C.1 Sales (37) (24) (7) (6) (1 (75)
C.2 Depreciation - (75) (20) (101) (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) (7) - - - (11)
a) tangible assets held for investment (1 (1) - - - (2)
b) discontinued operations (3) (6) - - - 9)
C.7 Other changes (3) (3) (2) 9) (884) (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 E - 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.



Consolidated Financial Statements — Part B - Information on the consolidated balance sheet - Assets - Section 12 | 147

12.3.2 Tangible assets: annual changes attributable to insurance companies

(€/mil)
Land Buildings Fixtures Electrical Other Total as at
and fittings equipment 31/12/2006
A. Gross opening balance 26 8 3 - 2 39
A.1 Total net decreases in value - 2 3 - 1 6
A.2 Net opening balance 26 6 - - 1 33
B. Increases 8 3 1 - 8 20
B.1 Purchases - 3 1 - 5 9
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 investment 8 - - - - 8
B.7 Other changes - - - - 3 3
C. Decreases 17) (4) - - ) (23)
C.1 Sales - - - - - -
C.2 Depreciation - - - - ) )
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: (17) - - - -
a) tangible assets held for investment (17) - - - -
b) discontinued operations - - - - - -
C.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 closing 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 (Circular 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 SANPAOLO IMI Group.
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12.4 Tangible assets held for investment: annual changes

(€/mil)

Banking group Insurance companies Other companies Total as at 31/12/2006
Land  Buildings Land  Buildings Land  Buildings Land  Buildings
A. Gross opening balance 62 19 29 1 - - 91 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 - - - - - - - i
B.4 Write-backs - - - - - - - -
B.5 Positive exchange differences - - - - - - - .
B.6 Transfer from tangible assets 1 1 17 - - - 18 1
B.7 Other changes 4 1M1 - - - - 4 1
C. Decreases 5) ™ @®) (1) - - (13 ®)
C.1 Sales (4) 3) - - - - (4) (3)
C.2 Depreciation - - - (1) - - - (1)
C.3 Negative fair value changes - - - - - - - .
C.4 Adjustments due to impairment - - - - - - - -
C.5 Negative exchange differences - - - - - - - -
C.6 Transfer to other asset portfolios: (1) (1) (8) - - - 9) (1)
a) tangible assets (1) (1) (8) - - - 9) (1)
b) discontinued operations - - - - - - - -
C.7 Other 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 E — Designated as at fair value has been included as, in accordance with Bank of Italy instructions (Circular no. 262 issued 22
December 2005), fair value designation is required for all real estate stated in the balance sheet at cost.

12.5 Commitments to purchase tangible assets

The Group had no significant commitments to purchase tangible assets in 2006.

Depreciation rates for tangible assets

Tangible assets Depreciation rate Depreciation rate
applied 2006 applied 2005
(range %) (range %)

Property

- buildings 3.75% 3.75%
Furniture and plant fixtures

- fixtures and fittings from 24% to 30% from 24% to 30%

- electrical 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

(€/mil)
Asset/Value Banking group Insurance companies Other companies Total as at 31/12/2006  Total as at 31/12/2005
Definite Indefinite Definite Indefinite Definite Indefinite Definite Indefinite Definite Indefinite
life life life life life life life life life life
A.1 Goodwill X 1,994 X 29 X X 2,023 X 756
A.1.1 attributable to the Group X 1,994 X 29 X X 2,023 X 756
A.1.2 attributable to minority interests X X X X - X -
A.2 Other intangible assets 246 - 36 - 282 - 252 -
A.2.1 Assets valued at cost 246 36 - 282 - 252 -
a) Intangible assets
generated internally 190 - - 190 - 169 -
b) Other assets 56 36 - 92 - 83 -
A.2.2 Assets designated as at fair value - - - - - - -
a) Intangible assets
generated internally - - - - - - -
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-

will relates.
Analysis of goodwill (e/mil)
Total as at Total as at
31/12/2006 31/12/2005
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 Italo Albanese 38 -
Gruppo Cardine 11 11
IMI Investimenti (gia Sanpaolo IMI Private Equity) 7
Inter-Europa Bank 5
Banca Popolare dell'Adriatico 4
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

For the purposes of the impairment test, the goodwill amounts of the SANPAOLO IMI Group were allocated to the following two busi-
ness areas:
e Banking;
e 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 to the above business areas.

Of a total 2,023 million euro in goodwill for 2006, 1,994 million euro was attributable to the business area “Banking”, while the remain-
ing 29 million euro was attributable to the area “Savings and Assurance”. The impairment test carried out on the two business areas did
not reveal any impairment in the goodwill.

149
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13.2 Intangible assets: annual changes

13.2.1 Intangible assets: annual changes attributable to the banking group

(€/mil)

Goodwill Other intangible assets: Other intangible assets: Total as at
generated internally other 31/12/2006

Definite Indefinite Definite Indefinite

life life life life
A. Opening balance 728 466 - 260 - 1,454
A.1 Total net decreases in value 1 297 - 181 - 479
A.2 Net opening balance 727 169 - 79 - 975
B. Increases 1,267 133 - 53 - 1,453
B.1 Purchases 1,267 109 - 51 - 1,427
B.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’ equity X - - - - -
- statement of income X - - - - -
B.5 Positive exchange differences - - - - - -
B.6 Other changes 1 - 1 - 2
C. Decreases (112) - (76) - (188)
C.1 Sales - - - (6) - (6)
C.2 Adjustments - (112) - (50) - (162)
- Amortization X (112) - (50) - (162)
- Write-downs - - - - - -
+ net shareholders’ equity X - - - - -
+ statement 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 Italy 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 attributable to insurance companies

(€/mil)
Goodwill Other intangible assets: Other intangible assets: Total as at
generated internally other 31/12/2006
Definite Indefinite Definite Indefinite
life life life life
A. Opening balance 29 4 - 15 - 48
A.1 Total net decreases in value - 4 - 11 - 15
A.2 Net opening balance 29 - - 4 - B8
B. Increases - - 45 - 45
B.1 Purchases - - - 28 - 28
B.2 Increases in internal intangible assets X - - - - -
B.3 Write-backs X - - - - -
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 - - - (13) - (13)
C.1 Sales - - - - - -
C.2 Adjustments - - - -
- Amortization X - - -
- Write-downs - - - - - -
+ net shareholders’ equity X - - - - -
+ statement 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 - - - Q)] - (1)
D. 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 Italy Circular no. 262, it is required only for intangi-

ble assets designated at fair value in accounts.

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

Intangible assets with limited useful life

Total as at 31/12/2006 Total as at 31/12/2005

Amortization rate Amortization rate
applied applied
(range %) (range %)

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:

(€/mil)
Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
Tax assets 2,526 164 - 2,690 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 (375) (181) - (556) (644)

The following tables provide details on deferred tax assets and liabilities and their movements. With regard to their break-down, they are

essentially related to taxable income or deductible losses for Italian companies in future years.

14.1 Deferred tax assets: break-down

(e/mil)
Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
Corresponding statement of income caption 1,339 44 - 1,383 1,136
1 Provisions and reserves 533 - - 533 390
2 Loans 181 1 - 182 202
3 Losses carried forward 18 - - 18 4
4 Other 607 43 - 650 540
Corresponding shareholders’ equity caption 293 112 - 405 604
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 - 90 182
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
accordance with criteria other than the IAS/IFRS. Tax credits have also been included for insurance companies, 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

(e/mil)
Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
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 193 22 - 215 46
Corresponding shareholders’ equity caption 75 129 - 204 452
Reserves pursuant to Law 169/83 - - 4 4
2 Reserves pursuant to Law 213/98 8 - - 8 8
3 Financial instruments of the insurance business - 69 - 69 228
4 Available-for-sale assets 51 34 - 85 37
5 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 IAS/IFRS.
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14.3 Change in deferred tax assets (with corresponding caption under statement of income)

(€/mil)
Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
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
) write-backs 3 - - 3 -
d) other 432 42 - 474 357
2.2 New taxes or increases in fiscal rates 122 - - 122 -
2.3 Other increases 146 - - 146 45
3. Decreases (448) (67) - (515) (820)
3.1 Deferred tax assets cancelled during the year (263) (50) - (313) (498)
a) reallocation (245) (50) - (295) (498)
b) writedowns due to irrecoverability (18) - - (18) -
¢) 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 44 - 1,383 1,136

"“Other increases” includes 33 million euro in relation to newly consolidated companies. “Other decreases”, on the other hand, includes

17 million euro relating to companies excluded from consolidation in 2006.

"Other decreases” for the year 2005 include, with no impact on the statement of income, 194 million euro for redistribution of tax
amounts entered as open balances in the deferred tax assets for FTA (IAS/IFRS) which, following the clarifications introduced by Bank of
Italy Circular 262, have been entered (net amount) in prepaid assets.

14.4 Change in deferred tax liabilities (with corresponding caption under statement of income)

(€/mil)
Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
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
c) other 41 33 - 74 37
2.2 New taxes or increases in fiscal rates 2 4 - 6 -
2.3 Other increases 124 1 - 125 75
3. Decreases (45) (2) - (47) 148
3.1 Deferred tax liabilities cancelled during the year (34) (2) - (36) 78
a) reallocation (14) (2) (16) 74
b) due to adoption of different accounting standards - - - - -
o) other (20) - - (20) 4
3.2 Decreases in fiscal rates - - - - -
3.3 Other decreases (11 - - 11) 70
4. Final amount 300 52 - 352 192

"Other increases” includes 69 million euro relating to newly consolidated companies, and 45 million

stated in a balancing entry to shareholders' equity.

euro in offsetting relating to taxes
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14.5 Change in deferred tax assets (with corresponding caption under net shareholders' equity)
(€/mil)
Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
1. Initial amount 346 258 - 604 237
2. Increases 4 26 - 30 526
2.1 Deferred tax assets recognized during the year 3 - - B8 524
a) from previous years - - - - -
b) due to adoption of different accounting standards 1 - - 1 523
c) other 2 - - 2 1
2.2 New taxes or increases in fiscal rates - - - s -
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) - (198) (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 liabilities (with corresponding caption under shareholders' equity)

(€/mil)
Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
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
a) from previous years - - - - -
b) due to adoption of different accounting standards - - - - 351
c) 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 - - - - -
c) other (47) - - (47) (12)
3.2 Decreases in fiscal rates - - - - -
3.3 Other decreases (4) - - (4) (262)
4. Final amount 75 129 - 204 452

"Other decreases” for the year 2005 include, with no impact on the statement of income, 194 million euro for redistribution of tax
amounts entered as open balances in the deferred tax for FTA (IAS/IFRS) which, following the clarifications introduced by Bank of Italy
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, SANPAOLO IMI and certain Group companies have adopted the "domestic tax consolidation" system governed by Articles
117-129 of the Italian 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:
e SANPAOLO IMI

Subsidiary companies:

e Cassa di Risparmio di Padova e Rovigo
e Cassa di Risparmio di Venezia

e Cassa di Risparmio in Bologna

e Friulcassa

e Sanpaolo Banca dell’Adriatico

e Sanpaolo Banco di Napoli

e Banca IMI

e Banca OPI

e Emil Europe '92 Srl in liquidation
e FIN.OPI

e Immobiliare 21 Srl

e |MI Investimenti

e Sanpaolo Fiduciaria

e Sanpaolo IMI Internazionale

e Sanpaolo IMI Insurance Broker

e Sanpaolo Leasint

e Eurizon Financial Group

e EurizonVita

e Banca Fideuram

e Fideuram Fiduciaria

e Fideuram Investimenti SGR

e Eurizon Capital SGR

e Eurizon Alternative Investments SGR
e Sanpaolo Invest SIM

e Universo Servizi

e Sanpaolo IMI Investimenti per lo Sviluppo SGR
e Sanpaolo IMI Fondi Chiusi SGR
e Neos Banca

e Neos Finance

e Consumer Financial Services Srl

Information on principal tax litigation 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

(€/mil)
Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
A. Individual assets
A.1 Equity shareholdings 4 - - 4 9
A.2 Tangible assets 37 - - 37 40
A.3 Intangible assets - - - - -
A.4 Other non-current assets - - - = -
Total A 41 - - 41 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 - - - - -
B.3 Available-for-sale financial assets - - - = -
B.4 Financial assets held to maturity - - - - -
B.5 Loans to banks 33 - - 33 66
B.6 Loans 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 B 135 - - 135 171
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
D.2 Due to customers 63 - - 63 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 IMI 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 dispose 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 Banque 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 euro.
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Due to the interruption of negotiations with Euroland 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 will 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 controlling stake held in Euro-Tresorerie S.A. (for-
mer W.D.W. S.A.) was transferred from Banque Privée Fideuram Wargny to Financiére 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 SANPAOLO IMI Group sold its entire tax collection branch to Riscossioni S.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 operations”.

15.3 Information 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)

Banking Insurance Other Total as at Total as at

group companies companies 31/12/2006 31/12/2005

Unprocessed transactions 1,093 - - 1,093 2,586
Amounts in transit with bank branches and subsidiaries 1,250 59 - 1,309 641
Amounts related to insurance business - 277 - 277 532
Amounts due from tax authorities 71 431 - 502 326
ltems related to securities transactions 262 - - 262 268
Deposit at Bank of Italy in connection with Isveimer liquidation 58 - - 58 58
Checks and other instruments held 64 - - 64 36
Deposits with clearing houses 12 - - 12 31
Deposit at Bank of Italy in relation to settlement of SGA losses 7 - - 7 7
Other items (*) 2,185 - - 2,185 1,970
Total 5,002 767 - 5,769 6,455

(*) The “other items” also include 1.3 million euro referred to the net carrying amount of the credit of the parent bank arising 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 dispute.
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Liabilities
SECTION1- DUE TO BANKS - CAPTION 10

1.1 Due to banks: break-down by type

(€/mil)
Transaction type/Group companies Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 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 Current accounts and demand deposits 5,086 - - 5,086 4,853
2.2 Tied deposits 16,425 - - 16,425 11,793
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 Liabilities corresponding to assets sold and not cancelled 2,982 - - 2,982 6,078
2.5.1 reverse repurchase agreements 2,982 - - 2,982 6,078
2.5.2 others - - - - -
2.6 Other amounts due 154 124 - 278 260
Total 38,789 124 - 38,913 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 2006 there were no subordinated liabilities due to banks.
1.3 Break-down of caption 10 "Due to banks": structured liabilities
The SANPAOLO IMI Group does not have structured liabilities.
1.4 Break-down of caption 10 "Due to banks": debts subject to micro-hedging
(€/mil)
Type of transaction/Value Total as at Total as at
31/12/2006 31/12/2005
1. Debts subject to fair value hedging 249 78
a) interest rate risk 249 78
b) exchange rate risk - -
¢) other risks - -
2. Debts subject to cash flow hedging 84 1,633
a) interest rate risk 84 1,633
b) exchange rate risk - -
c) 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 liabilities for financial leases.
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SECTION 2 - DUE TO CUSTOMERS - CAPTION 20

2.1 Due to customers: break-down by type

(€/mil)

Transaction type/Group compartment Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005

1. Current accounts and demand deposits 78,666 - - 78,666 74,562
2. Tied deposits 8,352 - - 8,352 5,734
3. Public funds administered 144 - - 144 145
4. Financing 14,291 - - 14,291 585
4.1 financial leasing - - - - 77
4.2 other 14,291 - - 14,291 508

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 Break-down of caption 20 “Due to customers”: subordinated liabilities

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

(€/mil)

Type of transaction/Value Total as at Total as at
31/12/2006 31/12/2005

1. Debts subject to fair value hedging - 110
a) interest rate risk - 110

b) exchange rate risk - -

c) other risks - -

2. Debts subject to cash flow hedging 45 -
a) interest rate risk 45 _

b) exchange rate risk - -

c) other - -
Total 45 110

2.5 Break-down of caption 20 “Due to customers”: liabilities for financial leasing

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

(€/mil)

Type of security/Group compartment Banking group Insurance companies Other companies Total as at 31/12/2006  Total as at 31/12/2005
Book Fair Book Fair Book Fair Book Fair Book Fair

value value value value value value value value value value

A. Listed securities 15,314 15,326 - - - - 15314 15,326 13,698 13,953
1. Bonds 14,295 14,307 - - - - 14,295 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 - - - - 1,019 1,019 3,642 3,642

B. Unlisted securities 40,598 40,511 2 2 - - 40,600 40,513 33,287 33,287
1. Bonds 26,931 26,844 2 2 - - 26,933 26,846 24,415 24,415

1.1 structured 1,598 1,598 - - - - 1,598 1,598 == ==

1.2 other 25,333 25,246 2 2 - - 25,335 25,248 == ==

2. Other securities 13,667 13,667 - - - - 13,667 13,667 8,872 8,872
2.1 structured - - - - - - - - - -

2.2 other 13,667 13,667 - - - - 13,667 13,667 8,872 8,872

Total 55,912 55,837 2 2 - - 55914 55,839 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

(€/mil)

Type of transaction/Value Total as at Total as at
31/12/2006 31/12/2005

1. Securities subject to fair value hedging 22,566 21,669
a) interest rate risk 22,197 21,669

b) exchange rate risk - -

c) other risks 369 -

2. Securities subject to cash flow hedging 1,260 889
a) interest rate risk 1,260 889

b) exchange rate risk - -

¢) other - -
Total 23,826 22,558
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SECTION 4 - FINANCIAL LIABILITIES HELD FOR TRADING - CAPTION 40

4.1 Financial liabilities held for trading: break-down by type

(€/mil)
Type of transaction/Value Banking group Insurance companies Other companies Total as at 31/12/2006 Total as at 31/12/2005
Nominal Fair Value Fair~ Nominal Fair Value Fair  Nominal Fair Value Fair  Nominal Fair Value Fair  Nominal Fair Value Fair
ornotional  Listed  Unlited ~ Value ornotional Listed  Unlisted ~ Value ornotional Listed  Unlisted  Value ornotional  Listed  Unlited ~ Value ornotional  Listed  Unlisted  Value
value () value () value () value () value (*)
A. On-balance sheet liabilities
1. Due to banks 42 173 1 174 - - - - - - - - 42 173 1 174 39 151 5 ==
2. Due to customers 1,865 1,758 4 1,761 - - - - - - - - 1,865 1,758 4 1,761 1905 2,150 39 =
3. Debt securities
3.1 Bonds
3.1.1 Structured - - - X - - - X - - - X - - - X - - - X
3.1.2 Other bonds - - - X - - - X - - - X - - - X - - - X
3.2 Other securities
3.2.1 Structured - - - X - - - X - - - X - - - X - - - X
3.2.2 Other - - - X - - - X - - - X - - - X - - - X
Total A 1,907 1,931 5 1,93 - - - - - - - - 1,907 1,931 5 1,935 1,944 2301 44 X
B. Derivatives
1. Financial derivatives X904 6,700 X X 79 X X X X 904 6,779 X X 648 8329 X
1.1 Held for trading X 904 6,451 X X 32 X X X X 904 6,483 X X == == X
1.2 Connected with the fai vlue option X 14 X X 47 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 derivatives X - 45 X X X X X X 45 X X 20 X
2.1 Held for trading X 45 X X X X X X 45 X X 20 X
2.2 Connected with the fair value option X X X X X X X X X - X
2.3 Other X X X X X X X X X - X
Total B X 904 6,745 X X 79 X X X X 904 6,824 X X 648 8349 X
Total A+B X 2,835 6,750 X X - 79 X X - - X X 2835 6,829 X X 2,949 8393 X

(*) Fair value calculated excluding variations due to changes in the issuer's creditworthiness compared with the issue date.

The financial liabilities held for trading at 31 December 2006 and at 31 December 2005 mainly included the portfolios held by Banca IMI
in relation to its trading on the financial markets, and were essentially technical losses on securities.

4.2 Break-down of caption 40 “Financial liabilities held for trading”: subordinated liabilities

At 31 December 2006 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 liabilities

At 31 December 2006 and at 31 December 2005, the Group did not hold significant structured liabilities held for trading.
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4.4 Financial liabilities held for trading: derivative instruments

4.4.1 Financial liabilities held for trading: derivative instruments attributable to the banking group

(€/mil)
Type of derivative/Underlying asset Interest Currencies Equities Loans Other Total as at Total as at
rates and gold 31/12/2006 31/12/2005
A. Listed derivatives

1) Financial derivatives: 3 - 901 - - 904 647
with underlying asset exchange 2 - 29 - - 31 260
- issued options - - 28 - - 28 -
- other derivatives 2 - 1 - - B8 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 - 901 - - 904 647

B. Unlisted derivatives
1) Financial derivatives: 5,684 484 485 - 47 6,700 8,214
with underlying asset exchange - 468 64 - - 532 371
- issued options - 114 63 - - 177 115
- other derivatives - 354 1 - - 355 256
without underlying asset exchange 5,684 16 421 - 47 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 47 7,649 8,881
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4.4.2 Financial liabilities held for trading: derivative instruments attributable to insurance companies

(€/mil)
Type of derivative/Underlying asset Interest Currencies Equities Loans Other Total as at Total as at
rates and gold 31/12/2006 31/12/2005
A. Listed derivatives
1) Financial derivatives: - - - - - - 1
with underlying asset exchange - - - - - - _
- issued options - - - - - - _
- other derivatives - - - - _ _ _
without underlying asset exchange - - - - - - 1
- issued options - - - - - - -
- other derivatives - - - - R _ 1
2) Credit derivatives: - - - - - - -
with underlying asset exchange - - - - - - _
without underlying asset exchange - - - - - - _
Total A - - - - - - 1
B. Unlisted derivatives
1) Financial derivatives: 69 10 - - - 79 115
with underlying 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 B 69 10 - - - 79 115
Total (A + B) 69 10 - - - 79 116
4.4.3 Financial liabilities held for trading: derivative instruments attributable to other companies
At 31 December 2006 and at 31 December 2005, the SANPAOLO IMI Group did not hold any such liabilities.
4.5 On-balance sheet financial liabilities held for trading (excluding "technical losses"): annual changes
(€/mil)
Due to Due to Securities Total
banks customers issued
A. Opening balance 4 55 - 59
B. Increases - - - -
B1. Issues - - - -
B2. Sales - - - i
B3. Positive fair value changes - - - -
B4. Other changes - - - -
C. Decreases (4) (33) - (37)
C1. Purchases - - - -
C2. Reimbursement - (33) . (33)
C3. Negative fair value changes - - - i
C4. Other changes (4) - - (%)
D. Closing balance - 22 - 22
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SECTION 5 - FINANCIAL LIABILITIES DESIGNATED AS AT FAIR VALUE - CAPTION 50

5.1 Financial liabilities designated as at fair value: break-down by type

(€/mil)

Type of transaction/Value Banking group Insurance companies Other companies Total as at 31/12/2006 Total as at 31/12/2005
Nominal Fair Value Fair~ Nominal Fair Value Fair ~ Nominal Fair Value Fair ~ Nominal Fair Value Fair ~ Nominal Fair Value Fair
ornotional  Listed  Unlited ~ Value ornotional Listed  Unlisted  Value ornotional Listed  Unlisted  Value ornotional Listed  Unlited  Value ornotional  Listed  Unlisted  Value
value () value () value () value () value [yl
1. Due to banks =
1.1 Structured X X - - - X X X
1.2 Other X X - - - X X X
2. Due to customers 4 4 422,797 - 22,797 22,797 - 22801 - 22,801 22,801 22,317 - 22317 ==
2.1 Structured X X - - - X X X
2.2 Other 4 4 X 22,797 - 22,197 X - - - X 22801 - 22,801 X X
3. Debt securities 3,216 - 3175 3179 181 181 181 3397 - 33% 3360 3559 3622 =
3.1 Structured 3216 - 3175 X X - - - X 3216 - 3175 X X
3.2 Other X 18 181 X - - - X 181 - 18 X X
Total 3,220 - 3179 3183 22978 - 22978 22,978 - 26198 - 26157 26,161 25876 - 25939 =

(*) Fair value calculated excluding variations due to changes in the issuer's creditworthiness compared with the issue date.

Liabilities designated as at fair value at 31 December 2005 traditionally include amounts collected by the Group’s 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 liabilities

At 31 December 2006 and at 31 December 2005, the Group did not hold subordinated liabilities designated at fair value.

5.3 Financial liabilities designated as at fair value: annual changes

(€/mil)

Due to Due to Securities Total

banks customers issued
A. Opening balance - 22,317 3,622 25,939
B. Increases - 3,902 646 4,548
B1. Issues - 3,211 599 3,810
B2. Sales - - 36 36
B3. Positive fair value changes - 688 - 688
B4. Other changes - 3 11 14
C. Decreases - (3,418) (912) (4,330)
C1. Purchases - - (46) (46)
C2. Reimbursement - (3,167) (798) (3,965)
C3. Negative fair value changes - (46) - (46)
C4. Other changes - (205) (68) (273)
D. Closing balance - 22,801 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

(€/mil)
Type of derivative/Underlying asset Interest Currencies Equities Loans Other Total
rates and gold

A. Listed
1) Financial derivatives: - - - - - -
with underlying asset exchange - - - - - -
- issued options - - - - - -
- other derivatives - - - - - -
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 - - - R 4
- other derivatives 845 - 1 - - 846
2) Credit derivatives: - - - - - -
with underlying asset exchange - - - - - -
without underlying asset exchange - - - - - -
Total B 849 132 1 - - 982
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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6.1.2 Hedging derivatives: break-down by type of contract and underlying asset attributable to the insurance companies
(€/mil)

Type of derivative/Underlying asset Interest Currencies Equities Loans Other Total
rates and gold

A. Listed
1) Financial derivatives: - - - - - -

with underlying asset exchange - - - - - -

- issued options - - - - - -

- other derivatives - - - - - _

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: 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

6.1.3 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 derivatives: 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.

6.2.1 Hedging derivatives: break-down by hedged portfolio and type of hedging attributable to the banking group

(€/mil)
Transaction/Hedging type Fair value hedge Cash flow hedge
Specific Generic Specific Generic
Interest  Exchange Credit Price Other
rate risk risk risk risk 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 - - - 118 X 18 X
4. Portfolio 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 portfolio and type of hedging attributable to insurance companies

(€/mil)
Transaction/Hedging type Fair value hedge Cash flow hedge
Specific Generic Specific Generic
Interest  Exchange Credit Price Other
rate risk risk risk risk risks
1. Available-for-sale financial assets 37 - - - - X - X
2. Loans - - - X - X - X
4. Financial assets held to maturity X - - X - X - X
5. Portfolio X X X X X - X -
Total assets 37 - - - - - - -
1. Financial liabilities - - - - - X - X
4. Portfolio X X X X X - X -

Total liabilities - - - - - - - -

6.2.3 Hedging derivatives: break-down by hedged portfolio and type of hedging attributable to insurance companies

At 31 December 2005 the SANPAOLO IMI 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

(€/mil)
Fair value changes of hedged liabilities Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005
1. Positive adjustment of financial liabilities - - - - 2
2. Negative adjustment of financial liabilities 97) - - 97) (37)
Total (97) - - (97) (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.
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SECTION 10 - OTHER LIABILITIES — CAPTION 100
10.1 Other liabilities
(€/mil)
Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005

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 - 408 271
llliquid balances from portfolio transactions 177 - - 177 159
Amounts payable due to settlement value date 82 - - 82 153
Other items 1,805 - - 1,805 1,966
Total 8,721 1,228 - 9,949 10,573

At 31 December 2006, the caption “Other items” included 58 million euro and seven million euro respectively for amounts to pay to the
Bank of Italy for the Isveimer liquidation 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

(e/mil)

Caption/Value Banking Insurance Other Total as at
group companies companies 31/12/2006

A. Opening balance 997 4 - 1,001
B. Increases 122 15 - 137
B.1 Provisions during the year 83 1 - 84
B.2 Other increases 39 14 - 53

C. Decreases (131) (1) - (132)
C.1 Amounts paid (54) )] - (55)
C.2 Other decreases (77) - - (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.

Other 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 January 2007, the Finance Act and relative implementing laws introduced 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 established 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 to 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 premature.

SECTION 12 - PROVISIONS FOR RISKS AND CHARGES - CAPTION 120

12.1 Provisions for risks and charges: break-down

(€/mil)

Caption/Component Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005

1. Company pension funds 311 - - 311 425
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 caption “Company pension funds” includes:

¢ 129 million euro pertaining to the employee pension fund of the Cassa di Risparmio di Venezia (internal pension plan);
e 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 million 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 (cf. Part B - 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 Provisions for risks and charges: annual changes

(€/mil)

Banking group

Insurance companies

Other companies

Total as at 31/12/2006

Pension Other Pension Other Pension Other Pension Other

funds funds funds funds funds funds funds funds

A. Opening balance 425 1,428 - 29 - - 425 1,457

B. Increases 46 957 - 10 - - 46 967

B.1 Provisions during the year 32 695 - 4 - - 32 699

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 - 6 - - - 238

C. Decreases (160) (441) - (26) - - (160) (467)

C.1 Use during the year (41) (316) - (1) - - 41) (317)

C.2 Changes due to discount rate adjustments - 11) - - - - - 1)

C.3 Other changes (119) (114) - (25) - - (119) (139)

D. Closing balance 311 1,944 - 13 - - 311 1,957
(*) The caption includes an additional 118 million euro due to the first-time consolidation of the Bank of Alexandria, Panonska Banka and Cariforli.

Provisions allocated for other risks and charges over the year included 451 million euro in provisions to cover “redundancy expenses” con-
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 Lazio 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 loyalty 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. Consequently, no allocations
for potential future disputes were carried out as the risk was considered fairly remote.

EurizonVita S.p.A.

In 2006, 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 concerned the recognition of tax credits held with the Inland Revenue Office arising from the decision of the company, taken
on a prudential basis, to pay taxes due without fully applying the tax deductions relating to provisions to actuarial reserves, commissions,
and related personnel charges connected with technical management, and request refund.

The Supreme Court of Cassation handed down favorable rulings on 6 November 2006 — nos. 23656, 23657 and 23658, respectively
regarding the appeals made for tax years 1991/1992/1993/1995/1996, 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 its right to the refund of the sums requested. On 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 rul-
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, on 22 March 2006 the Inland 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
commission deposited a sentence in the secretariat that wholly accepted the company’s recourse.

Sanpaolo IMI Bank International S.A.

On 5 January 2006 Sanpaolo 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, failure 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 to 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 total of 3.7 million euro). For
2004, payment is requested for 3.4 million euro plus 0.3 million euro in interest (for a total of 3.7 million euro). On 29 January 2007,
notice was served upon Sanpaolo IMI Bank International S.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 demonstrating 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 19, information is provided on defined benefit funds, including that relating to defined benefit company 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 IAS 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:
e internal complementary retirement funds;
e 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
cover commitments for the payment of future benefits 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 required by the agreement signed on 9/12/2005 by
Friulcassa and trade unions.

Likewise, 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 provided below are included as internal plans for figures at 31/12/2005, and as external
plans for figures at 31/12/2006.

External funds include:

e Bank's employee supplementary fund for the Employees of the Istituto Bancario San Paolo di Torino, a fund with legal status and full
economic independence pursuant to article 12 of the Italian Civil Code and independent asset management. SANPAOLO IMl is jointly
responsible for the commitments of the “Bank” to the employees registered, the pensioners and third parties;

e The Complementary Pension Fund for the Employees of Banco di Napoli — Section A, a foundation with legal status and independent
management of assets. SANPAOLO 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, formerly the SANPAOLO IMI internal
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. SANPAOLO IMI 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 technical deficit that may result from
actuarial assessments.
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12.3.2 Annual changes in funds

Annual changes in present value of defined benefit obligations (€/mil)
Defined benefit obligations Total as at 31/12/2006 Total as at 31/12/2005
Employee termi- INTERNAL EXTERNAL Employee termi- INTERNAL EXTERNAL
nation indemnities PLANS PLANS  nation indemnities PLANS PLANS
Defined benefit obligations at beginning of year 1,001 223 1,881 882 191 1,721
Current service costs 48 2 22 46 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 - - - - - -
Increases - business combinations 53 - 26 5 - -
Participants’ contributions - - - - - -
Recognized actuarial gains (48) (10) 91) (5) - (1)
Unrecognized actuarial gains - - - - - -
Negative exchange differences - - - - - -
Benefits paid (54) (8) (169) (60) 1 (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 (e/mil)
Liabilities of the defined benefit obligations pension plan Total as at 31/12/2006 Total as at 31/12/2005
Employee termi- INTERNAL EXTERNAL Employee termi- INTERNAL EXTERNAL
nation indemnities PLANS PLANS  nation indemnities PLANS PLANS
a) unfunded plans 1,006 - - 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 (€/mil)
Plan assets Total as at 31/12/2006 Total as at 31/12/2005

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
Recognized actuarial losses (2) 17) (7) -

Unrecognized actuarial losses = - - _

Positive exchange differences - - - i

Employer contributions B 29 3 8

Participants’ contributions - = - -

Recognized actuarial gains - - - 44

Unrecognized actuarial gains - = - -

Negative exchange differences = = - _
Benefits paid (8) (169) (10) (173)

Curtailments = - - _

Settlements - - - -
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 (€/mil)
Total as at 31/12/2006 Total as at 31/12/2005
INTERNALS %  EXTERNAL %  INTERNALS %  EXTERNAL %
PLANS PLANS PLANS PLANS
Equity securities - - 336 203 - - 356 212
Debt securities 135 100.0 969 58.5 139 921 1,011 60.2
Property - - 140 8.4 - - 154 9.2
Insurance activities - - 151 9.1 - - 124 7.4
Other assets - - 61 3.7 12 7.9 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 (e/mil)
Total as at 31/12/2006 Total as at 31/12/2005
Employee termi- INTERNAL EXTERNAL Employee termi- INTERNAL EXTERNAL
nation indemnities PLANS PLANS  nation indemnities 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 accumulated) - = - - - -

Unrecognized past service costs - - = - - -

Fair value of assets reimbursable by third parties - - (8) - - -
Total - - (8) - - -
Recognized assets - 135 - - 151 -
Recognized liabilities 1,006 139 172 1,001 223 202

B
B Unrecognized assets because not reimbursable - - = - - -
B
B
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12.3.5 Description of the main actuarial assumptions

Actuarial assumptions
Employee termination indemnity 31/12/2006 31/12/2005
Discount rate 4.3% 3.7%
Expected increase in salaries 4.0% 2.0%
Inflation rate 2.0% 2.0%
Actuarial assumptions
INTERNAL PLANS 31/12/2006 31/12/2005
Discount  Rate of Expected Inflation Discount  Rate of  Expected Inflation
rate expected rate of rate rate expected rate of rate
return salary return salary
increases increases
Pension Fund for the Employees of Cassa di Risparmio di Venezia 43% 40% 40% 2.0% 45% 5.0% 20% 2.0%
Banca Popolare dell'Adriatico - - - - 4.5% - 20% 2.0%
Friulcassa (former Crup) - - - - 35% 4.0% 20% 2.0%
Friulcassa (former Carigo) - - - - 3.6% - 20% 2.0%
Actuarial assumptions
EXTERNAL PLANS 31/12/2006 31/12/2005
Discount  Rate of  Expected Inflation Discount  Rate of  Expected Inflation
rate expected rate of rate rate expected rate of rate
return salary return salary
increases increases
Supplementary pension fund for Employees of
Istituto Bancario Sanpaolo di Torino 43% 40% 40% 2.0% 40% 45% 20% 2.0%
Supplementary pension fund for Employees of Banco di Napoli 43% 4.0% 40% 2.0% 3.7% 42% 20% 2.0%
Pension Fund for former Crediop employees 43% 4.0% 40% 2.0% - - - -
Employee pension fund Cariparo-retired employees section 43% 3.7% - 2.0% 3.7% 4.2% 20% 2.0%
12.3.6 Comparative information
Fund status (€/mil)
Total as at 31/12/2006 Total as at 31/12/2005
Employee termi- INTERNAL EXTERNAL Employee termi- INTERNAL EXTERNAL
nation indemnities PLANS PLANS  nation indemnities PLANS PLANS
Current value of the defined benefit obligations 1,006 139 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 = 5 - - - _

Adjustments to liabilities deriving from the plan - - = - - -
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12.4 Provisions for risks and charges - other provisions

(€/mil)

Total as at Total as at
31/12/2006 31/12/2005

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 520 491
other indemnities due to agents of the distribution network 112 95
renegotiation of mortgage loans 23 18
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 Months

Timing for use
of own resources

Timing for use
of own resources

Total provisions for legal disputes 44 39
Total 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
(€/mil)
Direct work Indirect work Total as at Total as at
31/12/2006 31/12/2005
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 - 18,231 17,588
B2. Funds for amounts to be disbursed 102 - 102 73
B3. Other reserves 491 - 491 695
C. 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: annual changes

(€/mil)
Total as at
31/12/2006
A. Casualty branches 110
opening balance 31/12/2005 76
+/- change in the reserve 34
Total casualty branch reserves 110
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

(e/mil)

Caption/Value Total as at Total as at
31/12/2006 31/12/2005

1. Capital 5,400 5,239
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 euro, 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:

e by 11,042,048 euro, corresponding to 3,936,600 shares, following the exercise of stock options reserved to management;

e 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 euro. 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 2006, transactions on SANPAOLO IMI shares were as follows:

e as at 31 December 2005, the Parent Bank held 4,015,919 own shares in its portfolio (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 euro, whilst 3,056,638 shares (nominal value 8.8 million euro) with a book
value of 36.7 million euro were used for the purposes of stock option and share plans, for a total of 40.4 million 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;

e in relation to its institutional trading activities, as at 31 December 2005, Banca IMI held 216,270 SANPAOLO IMI 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 million euro. Over the
year, Banca IMI purchased 59,131 SANPAOLO IMI 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 value of 3.6 million euro for a total price of 4.5 million euro. At 31 December 2006,
the company had nullified its portfolio of SANPAOLO IMI shares held at the beginning of the year;

e the collective investment entities, whose controlling stakes are held by the insurance subsidiary EurizonVita and which were consoli-
dated in accordance to IAS/IFRS, 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-
PAOLO IMI shares (nominal value 1.3 million euro), at a cost of 6.8 million 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 held by the collective investment 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 third quarter of 2006, the network banks of the Group reduced the number of SANPAOLO 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 December 2006, a non-disposable reserve was duly held by the Parent Bank, as required by law, equal in value to own shares held
in portfolio.

Own shares held by subsidiary companies refer to Banca Fideuran S.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
values, in adjustment of Banca Fideuram’s shareholders’ equity (including the third party quota) for 54.4 million euro.
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15.3 Capital - Number of parent company shares: annual changes

Caption/Type Ordinary Other

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 - -

A.1 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 - -

B.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

D.1 Own shares (+) 2,909,004 -

D.2 Number of shares at the end of the year 1,590,903,918 284,184,018

- fully paid-up shares 1,590,903,918 284,184,018

- 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-

PAOLO IMI S.p.A. Financial Statements.



Consolidated Financial Statements — Part B - Information on the consolidated balance sheet - Liabilities - Section 15 | 179

15.6 Valuation reserves: break-down

(€/mil)

Caption/Component Banking Insurance Other Total as at Total as at

group companies companies 31/12/2006 31/12/2005
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 to 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 included in the caption Recognition of actuarial gains / losses.

15.7 Valuation reserves: annual changes

15.7.1 Valuation reserves: annual changes attributable to the banking group

(€/mil)

Available-for-sale Tangible Intangible Foreign Cash  Discontinued Exchange  Recognition Special

financial assets assets  investment flow operations  differences  of actuarial  revaluation

assets hedge hedge gains/ losses laws

A. Opening balance 1,066 - - - (18) - - (199) 342

B. Increases 702 - - 13 32 - - 112 3

B.1 Increases in fair value 663 - - 13 29 - - 112 -

B.2 Other changes 39 - - - 3 - - - 3

C. Decreases (192) - - - 17) - (20) (27) (240)

C.1 Decreases in fair value (64) - - - (6) - (20) (27) -

C.2 Other changes (128) - - - (11) - - - (240)

D. Closing balance 1,576 - - 13 (3) - (20) (114) 105
15.7.2 Valuation reserves: annual changes attributable to insurance companies

(€/mil)

Available-for-sale Tangible Intangible Foreign Cash  Discontinued Exchange  Recognition Special

financial assets assets investment flow operations differences  of actuarial  revaluation

assets hedge hedge gains/ losses 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 should also be noted that valuation reserves for available-for-sale financial assets do not include the component of the insured parties
attributable to the evaluation 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 December 2005, no such changes were recorded in the SANPAOLO IMI Group.
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15.8 Valuation reserves of available-for-sale financial assets: break-down

(€/mil)

Banking group Insurance companies Other companies Total as at 31/12/2006  Total as at 31/12/2005

Positive Negative Positive Negative Positive Negative Positive Negative Positive Negative

reserve reserve reserve reserve reserve reserve reserve reserve reserve 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. 0.L.C.R. quotas 2 (2) 1 - - - 3 (2) 2 )
4. Financing - - - - - - - - - -
Total 1,615 (39) 54 (20) - - 1,669 (59) 1,171 (14)

Valuation reserves for available-for-sale financial 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-sale financial assets: annual changes

15.9.1 Valuation reserves of available-for-sale financial assets: annual changes attributable to the banking group

(€/mil)
Debt securities Equities O.1.C.R. quotas Financing
1. Opening balance 44 1,022 - -
2. Positive changes 31 666 -
2.1 Increases in fair value 10 650 -
2.2 Reallocation of negative reserves to statement of income:
- due to impairment - - - -
- due to realization - - - -
2.3 Other changes 21 16 2 -
3. Negative changes 97) (90) (5) -
3.1 Decreases in fair value 41) (1) (2) -
3.2 Adjustments to impairment - - - -
3.3 Reallocation to statement of income from positive reserves:
- due to realization (52) (25) (1) -
3.4 Other changes (4) (44) (2) -
D. Closing balance (22) 1,598 - -
15.9.2 Valuation reserves of available-for-sale financial assets: annual changes attributable to insurance companies
(€/mil)
Debt securities Equities O.1.C.R. quotas Financing
1. Opening balance 84 7 - -
2. Positive changes 17 1 -
2.1 Increases in fair value 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 (77) (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. Closing 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 SANPAOLO IMI Group.
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SECTION 16 - MINORITY INTEREST — CAPTION 210

16.1 Minority interest: break-down

(€/mil)

Caption/Value Banking Insurance Other Total as at Total as at

group companies companies 31/12/2006 31/12/2005
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 - - 2 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 shareholders in Banca Fideuram as a result of the
acquisitions made by the Group through its public offer.

16.2 Valuation reserves: break-down
(€/mil)
Caption/Component Banking Insurance Other Total as at Total as at
group companies companies 31/12/2006 31/12/2005

. Available-for-sale financial assets - - - - i,

. Tangible assets - - - - _

. Intangible assets - - - - _

. Foreign investment hedge - - - - _

. Cash flow hedge - - - - -

. Exchange differences - - - - _

. Discontinued operations - - - - -

0[NV~ W N =

. Special revaluation laws 2 - - 2
Total 2 - -

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 minority interests.
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16.5 Valuation reserves: annual changes

16.5.1 Valuation reserves: annual changes attributable to the banking group

(€/mil)

Available-for-sale Tangible Intangible Foreign Cash Exchange Discontinued Special

financial assets assets  investment flow  differences operations  revaluation

assets hedge hedge laws

A. Opening balance - - - - - - - 5
B. Increases - - - - - - - -
B.1 Increases in fair value - - - - - - - X
B.2 Other changes - - - - - . - R

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

(€/mil)

Transactions Banking Insurance Other Total as at Total as at

group companies companies 31/12/2006 31/12/2005

1) Financial guarantees granted 9,906 - - 9,906 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 669 - - 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 900 - - 900 688

b) Customers 23,891 - - 23,891 22,574

i) certain to be called on 2,666 - - 2,666 1,735

ii) not certain to be called on 21,225 - - 21,225 20,839

4) Underlying commitments to credit derivatives: hedging sales 3,654 - - 3,654 1,892

5) Assets lodged to guarantee minority interest 90 - - 90 48

6) Other commitments 1,336 - - 1,336 5,407

Total 57,097 - - 57,097 55,307

2. Assets lodged to guarantee own liabilities and commitments
(€/mil)

Portfolios Total as at Total as at
31/12/2006 31/12/2005
1. Financial assets held for trading 6,708 1,660
2. Financial 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 2006 the Bank did 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.

(€/mil)
31/12/2006 31/12/2005

Disbursements Disbursements Total Disbursements Disbursements Total

connected with in connection connected with in connection

pension funds with pension pension funds with pension

and market fund and market fund

indices management indices management
Assets on the balance sheet 8,753 124 8,877 21,832 - 21,832
Infra-group assets 18,306 3 18,309 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 consolidated vehicles, as required by SIC 12.

5. Administration and dealing on behalf of third parties: banking group

(€/mil)
Type of services Total as at
31/12/2006
1. Financial instruments dealing on behalf of third parties
a) Purchases
1. settled 114,996
2. not settled 11
b) Sales
1. settled 119,704
2. not settled 32
2. Portfolio management
a) individual 39,659
b) collective 76,024
3. Custody and administration of securities
a) third-party securities held on deposit in connection with depositary bank's services (excluding asset management)
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 quotas in a pool headed by the Group without representative mandate 9,973

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 SANPAOLO 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 financial 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.

(€/mil)
Value in financial Fair value Potential  Value in financial Fair value Potential
statements as at as at capital statements as at as at capital
31/12/2006 31/12/2006 gains / losses 31/12/2005 31/12/2005 gains / 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 29,837 -
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 1,020 1,020 - 435 435 -

Liabilities
Due to banks 38,913 38,917 4) 35,682 35,773 91)
Due to customers 105,493 105,493 - 92,306 92,306 -
Securities issued 55,914 55,839 75 46,985 47,240 (255)
Financial 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 gains/losses 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:

e 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 financial 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).

e for financial (asset and liability) captions with a residual term equal to or less than 18 months, fair value was reasonably assumed to
equal carrying value;

e for financial (asset and liability) captions with a residual term equal to or less than 12 months, fair value was reasonably assumed to
equal carrying value;

e 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 statements; hence fair value was taken at the carrying value;

e for medium-/long-term loans to customers, 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 individual bor-
rower (or the probability of default resulting from the rating) and loss given default;

e for impaired assets, fair value was taken at book value;

e for medium-/long-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 clauses/options in favor of the issuer;

e for medium-/long-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.

The parameters used and the methods adopted may differ among the various financial institutions, therefore a change in the assumption
may generate results that are significantly different. IAS/IFRS 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 10 AND 20

Interest: contribution by type of asset (*)

(€/mil)
Total Total
2006 2005
10. Interest income and similar revenues 9,837 8,234
20. Interest expenses and similar charges (4,914) (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 contributions of the banking group and the insurance business are measured as two sub-sets of consolidated results. In the tables of these Notes however,
accounts referring to third parties for each of the two segments are illustrated after netting between the two Group areas.

(**) Net interest income for the banking group in 2006, as illustrated in the schedules of the reclassified statement of income, includes the effect of time discount-
ing on impaired loans, for a total of 64 million euro (48 million euro in 2005).

(***) In the reclassified statement of income, 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/mil)

Caption/Technical type Performing financial assets Impaired Other Total Total

ngt Financing financial assets 2006 2005

securities assets

1. Financial assets held for trading 292 3 - - 295 440
2. Financial assets designated as at fair value 25 - - - 25 34
3. Available-for-sale financial assets 359 - - - 359 232
4. Financial assets held to maturity 72 - - - 72 55
5. Loans to banks 56 940 - - 996 600
6. Loans to customers 55 6,905 125 20 7,105 5,854
7. Hedging derivatives (*) X X X 142 142 111
8. Financial assets sold and not cancelled - 58 - - 58 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 hedging contracts.

Interest 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 sold and not cancelled (in relation to repurchase agreements) is summarized in the asset categories.
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1.1.2 Interest income and similar revenues: break-down attributable to insurance companies

(€/mil)
Caption/Technical type Performing financial assets Impaired Other Total Total
Debt Financing financial assets 2006 2005
securities assets
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 - - 13 -
7. Hedging derivatives (*) X X X () (2) -
8. Financial assets sold and not cancelled - - - - - -
9. Other assets X X X 1 1 5
Total 742 14 - (1) 755 816
(*) Represent the net effect of differentials on derivative hedging contracts.
1.1.3 Interest income and similar revenues: break-down attributable to other companies
In 2006 and 2005, the SANPAOLO IMI Group did not record such income.
1.2 Interest income and similar revenues: differentials on hedging transactions
(€/mil)
Caption/Sector Banking Insurance Other Total
group companies companies 2006
A. Positive differentials relative to transactions involving:
A.1 Micro-hedges of the fair value of assets 230 - - 230
A.2 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-hedges of cash flows from assets - - - -
A.5 Micro-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) ) - (435)
B.2 Micro-hedges of the fair value of liabilities (1,607) - - (1,607)
B.3 Macro-hedges of interest rate risk (13) - - (13)
B.4 Micro-hedges of cash flows from assets (1) - - (1)
B.5 Micro-hedges of cash flows from liabilities 9) - - 9)
B.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 similar 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 financial profit earned on financial leasing agreements totaled 1,038 million euro (698 million euro in 2005). This profit is gross

of the cost of collection.

1.3.3 Interest income on loans 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

(€/mil)

Caption/Technical type Debts Securities Other Total Total

liabilities 2006 2005
1. Due to banks (1,296) X (1 (1,297) (912)
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 9) 9) (8)
8. Hedging derivatives (*) X X - - -
Total (2,896) (1,939) (51) (4,886) (3,668)

(*) Represent the net effect of differentials on derivative hedging contracts.

Interest matured on financial liabilities associated with assets sold and not cancelled (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 similar charges: break-down attributable to insurance companies

(€/mil)

Caption/Technical type Debts 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 to 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 hedging contracts.

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 2006, interest expenses on liabilities in currencies totaled 1,087 million euro (577 million in 2005).

1.6.2 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.



Consolidated Financial Statements — Part C - Information on the consolidated statement on income - Section 2 | 189

SECTION 2 - COMMISSIONS — CAPTIONS 40 AND 50

Commissions: contribution by type of asset (*)

(€/mil)
Total Total
2006 2005
40. Commission income 4,084 3,970
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 contributions of the banking group and the insurance business are measured as two sub-sets of consolidated results. In the tables of these Notes however,
accounts referring to third parties for each of the two segments are illustrated after netting between the two Group areas.
(**) In the reclassified statement of income, the contribution of insurance was included among the results of the insurance business.

2.1 Commission income: break-down

2.1.1 Commission income: break-down attributable to the banking group

(e/mil)
Type of service/Value Total Total
2006 2005
a) Guarantees granted 113 101
b) Credit derivatives - -
¢) Management, dealing and advisory services: 2,302 2,174
1. financial instruments trading 88 71
2. currency dealing 32 30
3. portfolio management 1,657 1,535
3.1 individual 299 276
3.2 collective 1,358 1,259
4. custody and administration of securities 54 60
5. depositary bank 109 128
6. placement of securities 87 102
7. orders collection 88 84
8. advisory services 13 26
9. distribution of third party services 174 138
9.1 portfolio management 31 9
9.1.1 individual 11 -
9.1.2 collective 20 9
9.2 insurance products 142 129
9.3 other products 1 -
d) Collection and payment services 363 356
e) Servicing for securitization operations - -
f) Services for factoring transactions - -
g) Tax collection services - -
h) Other services 958 952
Total 3,736 3,583

Break-down of the caption other services relating to the banking group (e/mil)
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

(€/mil)
Type of service/Value Total Total
2006 2005
a) Guarantees granted - -
b) Credit derivatives - -
¢) Management, dealing and advisory services: - 8
1. financial instruments trading - -
2. currency dealing - -
3. portfolio management - -
3.1 individual - -
3.2 collective - -
4. custody and administration of securities - -
5. depositary bank - -
6. placement of securities - -
7. orders collection - -
8. advisory services - -
9. distribution of third party services - 8
9.1 portfolio management - 8
9.1.1 individual - -
9.1.2 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 - -
h) Other services 348 379
Total 348 387

Break-down of the caption other services relating to insurance companies (e/mil)
Total Total
2006 2005
Relating 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 SANPAOLO 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

(€/mil)
Channel/Sector Total Total
2006 2005
a) With own operating points: 1,221 1,143
1. portfolio 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. portfolio management 575 518
2. placement of securities 20 11
3. third party services and products 69 46
¢) Other 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 Commission expense: break-down
2.3.1 Commission expense: break-down attributable to the banking group
(€/mil)
Service/Sector Total Total
2006 2005
a) Guarantees received (54) (13)
b) Credit derivatives - -
¢) Management and dealing services (537) (487)
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 (€/mil)
Total Total
2006 2005
Dealing activities on loan transactions 9) (12)
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

(€/mil)
Service/Sector Total Total
2006 2005
a) Guarantees received - -
b) Credit derivatives - -
¢) Management and dealing services (4) (1)
1. financial instruments trading - -
2. currency dealing - -
3. portfolio management: 4 -
3.1 own portfolio - R
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 services - -
e) Other services (104) (87)
Total (108) (88)

Break-down of the item other services relating to insurance companies (€/mil)
Total Total
2006 2005
Relating to policies with a significant financial 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 SANPAOLO IMI Group did not record such expenses.

SECTION 3 - DIVIDENDS AND OTHER REVENUES - CAPTION 70

In the reclassified 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 Dividends and other revenues: break-down

(€/mil)
Caption/Income Banking group Insurance companies Other companies Total 2006 Total 2005
Dividends Income Dividends Income Dividends Income Dividends Income Dividends Income
from O.L.C.R. from O.L.C.R. from O.L.C.R. from O.L.C.R. from O.L.C.R.
quotas quotas quotas quotas quotas
A. Financial assets held for trading 8 14 - - - - 8 14 317 -
B. Available-for-sale financial assets 105 - 63 1 - - 168 1 99 1
C. Financial assets designated
as at fair value - - 67 1 - - 67 1 58
D. Equity shareholdings - X - X - X - X - X

Total 113 14 130 2 - - 243 16 474 1
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SECTION 4 - PROFITS (LOSSES) ON FINANCIAL TRADING ACTIVITIES — CAPTION 80

In the reclassified statement of income recorded in the Report on Operations, the caption “Profits (losses) on financial 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 reclassified statement of income can be found in the cor-
responding Attachment.

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

(€/mil)

Asset/Income component Capital gains Profit on Capital losses Losses on Profit (loss)

(A) trading (B) (@) trading (D) [(A+B) - (C+D)]

1. Financial assets held for trading 91 336 (48) (265) 114

1.1 Debt securities 16 119 41) (111) 17)

1.2 Equities 6 102 (1 (69) 38

1.3 0O.L.C.R. quotas 69 105 (6) (77) 91

1.4 Financing - - - - =

1.5 Other - 10 - (8) 2

2. Financial liabilities held for trading 13 131 (17) (119) 8

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 1,539 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)

- Other 477 116 (301) (204) 88

4.2 Credit derivatives 62 8 (68) (30) (28)

Total 3,209 48,628 (2,658) (48,532) 703
4.1.2 Profits (losses) on financial trading activities: break-down attributable to insurance companies

(€/mil)

Asset/Income component Capital gains Profit on Capital losses Losses on Profit (loss)

(A) trading (B) Q) trading (D) [(A+B) - (C+D)]

1. Financial assets held for trading - 1 - - 1

1.1 Debt securities - 1 - - 1

1.2 Equities - - - - -

1.3 O.L.C.R. quotas - - - - -

1.4 Financing - - - - -

1.5 Other - - - - -

2. Financial liabilities held for trading - - - - -

2.1 Debt securities - - - - -

2.2 Debts - - - - -

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) (6) 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 SANPAOLO IMI Group did not record any such items.

In 2006 and 2005 no significant losses or writedowns were recorded in financial trading activities due to impairment of debtor’s credit
status.

SECTION 5 - FAIR VALUE ADJUSTMENTS IN HEDGE ACCOUNTING - CAPTION 90

In the reclassified statement of income illustrated 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 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.

5.1 Fair value adjustments in hedge accounting: break-down

(€/mil)

Income component/Value Banking Insurance Other Total Total
group companies companies 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 financial liabilities (fair value) 602 - - 602 304
A.4 Cash flow hedge financial derivatives - - - - -
A.5 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 derivatives (189) (46) - (235) (784)
B.2 Hedged financial assets (fair value) (850) (26) - (876) (80)
B.3 Hedged financial liabilities (fair value) (5) - - (5) (22)
B.4 Cash flow hedge financial derivatives - - - - -
B.5 Currency 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

(€/mil)
Caption/Income component Banking group Insurance companies Other companies Total 2006 Total 2005
Profits  Losses Net  Profits  Losses Net  Profits  Losses Net  Profits  Losses Net  Profits  Losses Net
Income Income Income Income Income
Financial assets
1. Loans to banks (*) 6 - 6 - - - - - - 6 - 6 - (M (1)
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 (81) (18) - - - 102 (83) 19 152 (18) 134
3.2 Equities 291 - 291 160 (20) 140 - — - 451 (20) 431 201 (22) 179
3.3 0O.L.C.R. quotas 3 - 3 3 - 3 - - - 6 - 6 36 (3) 33
3.4 Financing - - - - - - - - - - - - 1 - 1
4. Financial assets
held to maturity - - - - - - - - - - - - - - -
Total assets 420 (9) 411 226 (101) 125 - - - 646 (110) 536 463 (59) 404
Financial liabilities
1. Due to banks - - - - - - - - - - - - - - -
2. Due to customers -2 ® - - - - - - - @ @ - mM
3. Securities issued 9 3) 6 - - - - - - 9 3) 6 (14) 9)
Total liabilities 9 (5) 4 - - - - - - 9 (5) 4 (15)  (10)

(*) In addition to profits/losses from disposals, also includes penalties for early settlement of debts.

Note that in the 2005 reclassified statement of income 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

AS 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 illustrated in the Report on Operations under the caption “Net result of insurance activities”.

The caption “Profits (losses) on financial assets and liabilities designated as at fair value” for the banking group is included, together with

other components, under caption D “Dividends and income from other financial assets and liabilities” of the reclassified statement of

income.

For a detailed description of the reconstruction of the reclassified statement of income, see the relevant Attachment to the Consolidated

Financial Statements.
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7.1.1 Profits (losses) on financial assets and liabilities designated as at fair value: break-down attributable

to the banking group

(€/mil)
Asset/Income component Capital gains Profit on Capital losses Losses on Profit (loss)
(A) disposals (B) ©) disposals (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 - 1 (5) (15)
2.2 Due to banks - - - - -
2.3 Due to customers - - (1) - (1)
3. Other foreign currency financial assets and liabilities:
exchange differences X X X X -
4. Derivative instruments
4.1 Financial derivatives 14 (10 - 13
- on debt securities and interest rates 14 (10 - 13
- on equities and equity indices - - - - -
- on currencies 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
(€/mil)
Asset/Income component Capital gains Profit on Capital losses Losses on Profit (loss)
(A) disposals (B) (@] disposals (D) [(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 51 465 (163) (100) 253
1.3 0O.L.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 to 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 41 (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 69 (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

included in the scope of consolidation

In 2006 and 2005, the SANPAOLO IMI Group 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 8 - IMPAIRMENT LOSSES/WRITE-BACKS — CAPTION 130

8.1 Impairment losses/write-backs to loans: break-down

8.1.1 Net adjustments/write-backs to loans: break-down attributable to the banking group

(€/mil)
Transaction/Income component Adjustments Write-backs Total Total
Specific Portfolio Specific (*) Portfolio 2006 2005
Cancellations  Other Due to Other Due to Other
interest write-backs interest write-backs
A. Loans to banks - - (8) - - - 7 (1) 1
B. Loans to customers (8) (638) (189) 58 330 6 32 (409) (443)
C. Total (8) (638) (197) 58 330 6 39 (410) (442)
(*) In the reclassified statement of income illustrated in the Report on Operations, write-backs “due to interest” are included in net interest income.
8.1.2 Net adjustments/write-backs to loans: break-down attributable to insurance companies
(€/mil)
Transaction/Income component Adjustments Write-backs Total Total
Specific Portfolio Specific (*) Portfolio 2006 2005
Cancellations  Other Due to Other Due to Other
interest write-backs interest write-backs
A. Loans to banks - - - - - - - - -
B. Loans to customers - - - - - - - -
C. Total - - - - - - - -
(*) In the reclassified statement of income illustrated in the Report on Operations, write-backs “due to interest” are included in net interest income.
8.1.3 Net adjustments/write-backs to loans: attributable to other companies included in the scope of consolidation
In 2006 and 2005, the SANPAOLO IMI Group did not record such adjustments/write-backs.
8.2 Impairment losses/write-backs to available-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
(€/mil)
Transaction/Income component Adjustments Write-backs Total Total
Specific Specific 2006 2005
Cancellations Other Due to Other
interest write-backs
A. Debt securities - (5) - - (5) -
B. Equities - - X X - (1)
C. O.I.C.R. quotas - - X - - -
D. Financing to banks - - - - - -
E. Financing to customers - - - - - -
F. Total - (5) - - (5) (1
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8.2.2 Impairment losses/write-backs to available-for-sale financial assets: break-down attributable to insurance companies
In 2006 and 2005, the SANPAOLO IMI Group did not record such losses/write-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 SANPAOLO IMI Group did not record such losses/write-backs.

8.3 Impairment losses/write-backs to financial assets held to maturity: break-down

In 2006 and 2005, the SANPAOLO IMI Group did not record such losses/write-backs.

8.4 Impairment 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

(€/mil)

Transaction/Income component Adjustments Write-backs Total Total
Specific Portfolio Specific Portfolio 2006 2005

Cancellations ~ Other Due to Other Due to Other

interest write-backs interest write-backs
A. Guarantees granted - (10) 1) - 11 - 4 (6) -
B. Credit derivatives - - - - - - - - -
C. Commitments to grant finance - (35) - - 18 - - (17) (4)
D. Other transactions - (1) - - () - - (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 companies

(€/mil)

Transaction/Income component Adjustments Write-backs Total Total
Specific Portfolio Specific Portfolio 2006 2005

Cancellations ~ Other Due to Other Due to Other

interest write-backs interest write-backs
A. Guarantees granted - - - - - - - - -
B. Credit derivatives - - - - - - - - -
C. Commitments to grant finance - - - - - - - - -
D. Other transactions (1) (7) - - - - - (8) -
E. Total (1) (7) - - - - - (8) -

8.4.3 Impairment losses/write-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 to the Consolidated Financial Statements.

9.1 Net insurance premiums: break-down

(€/mil)

Premiums deriving from insurance business Direct work Indirect 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
A.2 Premiums ceded for reinsurance (-) (12) X 12) (5)
A.3 Total 2,813 - 2,813 3,568

B. Casualty branch 52 - 52 31
B.1 Gross accounted premiums (+) 99 - 99 61
B.2 Premiums ceded for reinsurance (-) (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 31

C. Total net premiums 2,865 - 2,865 3,599

SECTION 10 - BALANCE OF OTHER INCOME/CHARGES ARISING ON INSURANCE ACTIVITIES -
CAPTION 160

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 to the Consolidated Financial Statements.

10.1 Balance of other income/charges arising on insurance activities: break-down

(e/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) (4,496)
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10.2 Break-down of the sub-caption "Net change in technical reserves”
(€/mil)
Net change in technical reserves Total Total
2006 2005
1. Life branch
A. Mathematical reserves
A.1 Gross annual amount (838) (2,258)
A.2 (=) Amount reinsured with third parties 7 2
B. Other technical reserves
B.1 Gross annual amount = (136)
B.2 (-) Amount reinsured with third parties - 92
C. Technical reserves for investment 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"
(€/mil)
Charges associated to claims Total Total
2006 2005
Life branch: charges associated to claims, net of reinsurance ceded
A. Amounts paid
A.1 Gross annual amount (2,623) (1,968)
A.2 (-) 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 claims (2,649) (1,968)
Casualty branch: charges associated to claims, net of recoveries and reinsurance ceded
C. Amounts paid:
C.1 Gross annual amount (19) (15)
C.2 (=) Amount reinsured with third parties 4 4
D. Change in recoveries net of quotas borne by reinsurers - -
E. Change in damage fund
E.1 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 "Other income and charges arising on insurance activities"
(€/mil)
Total Total
2006 2005
Other income 70 17
10.4.1 Life branch 64 6
10.4.2 Casualty branch 6 11
Other expenses (285) (237)
10.4.1 Life branch (284) (231)
10.4.2 Casualty branch (1) (6)
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SECTION 11 - ADMINISTRATIVE COSTS — CAPTION 180 AND 185

11.1 Personnel costs: break-down

(€/mil)
Type of cost/Segment Banking Insurance Other Total Total
group companies companies 2006 2005
1) Employees

a) Wages and salaries (1,991) 47) - (2,038) (1,926)
b) Social security charges (517) 1) - (528) (504)
c) Provision for employee termination indemnities (44) - - (44) (38)
d) Welfare expenses (5) - - (5) (5)
e) Accruals to provision for termination indemnities (83) (1) - (84) (82)
f) Accruals to pension funds and similar funds (32) () - (34) (31
- defined contribution - (2) - ) (1M
- defined benefit (32) - - (32) (30)
g) Amounts paid to external complementary social security funds: (66) (1) - (67) (59)
- defined contribution (63) (1) - (64) (57)
- defined benefit (3) - - 3) )

h) Costs arising on payment agreements based
on own financial instruments (40) - - (40) (7)
i) Other benefits in favor of employees (527) (5) - (532) (95)
2) Other employees (7) (1) - (8) (7)
3) Directors (15) (1) - (16) (15)
Total (3,327) (69) - (3,396) (2,769)

Other benefits in favor of employees include 451 million euro for charges linked to the early retirement of employees following the merg-
er of SANPAOLO 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

(€/mil)
Banking Insurance Other Total Total
group companies companies 2006 2005
Employees 45,252 762 - 46,014 43,181
a. executives 837 40 - 877 821
b. total managers 15,005 299 - 15,304 13,673
- of which third and fourth level managers 4,967 148 - 5115 5016
c. remaining employees 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 43,426

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 included 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

(€/mil)
Total 2006 Total 2005

Employee termi- INTERNAL EXTERNAL Employee termi- INTERNAL EXTERNAL

nation indemnity PLANS PLANS  nation indemnity 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 losses =

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 already 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

(€/mil)

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 premises (30) (31
Maintenance of property owned by the Bank (26) (24)
Maintenance of leasehold 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)
Other 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 trade 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)
- stamp duties (217) (216)

- substitute tax (Pres. Decree 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 statement 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 following table.

(€/mil)
Total Total
2006 2005

Net provisions from reclassified financial statements (178) (141)

Restatement in the reclassified statement of income (*) (1) 90

Total (179) (51)

(*) In the 2005 reclassified statement of income, the utilization of the provisions set up for risks associated with Italenergia Bis was reclassified under "Dividends and
income from other financial assets and liabilities" together with other income/charges arising on that transaction. 2006 was affected by the restatement of charges
for the Intesa-Sanpaolo merger.

12.1 Net provisions for risks and charges: break-down

(€/mil)
Provisions Use 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

(e/mil)
Asset/Income component Depreciation Impairment Write-backs Profit (loss)
adjustments
A. Tangible assets
A.1 Owned by the Bank (213) - - (213)
- tangible assets (213) - - 213
- tangible assets held for investment - - - -
A.2 Leased (11) - - (11)
- tangible assets (11) - - 11)
- tangible assets held for investment - - - -
Total (224) - - (224)
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13.1.2 Net adjustments/write-backs to tangible assets: break-down attributable to insurance companies

(€/mil)
Asset/Income component Depreciation Impairment Write-backs Profit (loss)
adjustments
A. Tangible assets
A.1 Owned by the Bank (3) - - (3)
- tangible assets (2) - - (2)
- tangible assets held for investment (1) - - (1)
A.2 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 SANPAOLO 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 intangible assets: break-down
14.1 Net adjustments/write-backs to intangible assets: break-down attributable to the banking group
(€/mil)
Asset/Income component Amortization Impairment Write-backs Profit (loss)
adjustments
A. Intangible assets
A.1 Owned by the Bank (161) - - (161)
- generated internally (112) - - (112)
- other (49) - - (49)
A.2 Leased (1 - - (1)
Total (162) - - (162)
14.2 Net adjustments/write-backs to intangible assets: break-down attributable to insurance companies
(€/mil)
Asset/Income component Amortization Impairment Write-backs Profit (loss)
adjustments
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 