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PRESENTATION OF INFORMATION

Sanpaolo IMI S.p.A. (“Sanpaolo IMI” or the “Parent Bank”) publishes audited consolidated
financial statements which are included elsewhere in this annual report (the “Consolidated Financial
Statements”) for Sanpaolo IMI and its consolidated subsidiaries constituting the Sanpaolo IMI Group
(the “Sanpaolo IMI Group” or the “Group”) in euro, the lawful currency of Italy and eleven other
member states of the European Union (“EU”).

In this annual report, references to “U.S. dollars”, “dollars” or “$” are to the United States dollar;
references to “euro”, “Euro” or “€” are to the euro; and references to “lire” or “Lit.” are to the
Italian lira, the former Italian non-decimal denomination of the euro. On January 1, 1999, the Italian
lira became a member currency of the euro at a fixed conversion rate of €1 = Lit.1936.27. For
purposes of this annual report, “billion” means a thousand million. The noon buying rate in the City of
New York for cable transfers in foreign currencies as announced by the Federal Reserve Bank of New
York for customs purposes (the “Noon Buying Rate) for the euro in effect on June 15, 2004 was €1 =
$1.2139.

This annual report contains translations of certain euro amounts into U.S. dollars at specified
rates. Unless otherwise specified, the translations of euro into U.S. dollars have been made at the
Noon Buying Rate for the euro in effect on December 31, 2003, which was €1 = $1.2597. That rate
may differ from the actual rates during the year used in the preparation of Sanpaolo IMI’s
Consolidated Financial Statements, and dollar amounts in this annual report may differ from the actual
dollar amounts that were translated into euro in the preparation of the Consolidated Financial
Statements.

The Consolidated Financial Statements included in this annual report have been prepared in
accordance with generally accepted accounting principles in Italy, including Legislative Decree No. 87
of January 27, 1992, which implemented European Commission (“EC”) Directive 86/635, and the Bank
of Italy regulations of January 16, 1995, supplemented by the accounting principles issued by the
Consiglio Nazionale dei Dottori Commercialisti e dei Ragionieri (collectively, “Italian GAAP”), which
differ in certain significant respects from generally accepted accounting principles in the United States
(“U.S. GAAP”). For a summary of the significant differences between Italian GAAP and U.S. GAAP,
please see Note 31 on page F-176 to the Consolidated Financial Statements.

In this annual report we also present, primarily for purposes of management’s Operating and
Financial Review and Prospects, reclassified and pro forma income statement information. For an
explanation of the reconciliation between the audited and reclassified income statements, see Item 3.
A. “Selected Financial Data—Reconciliation Between Audited and Reclassified Income Statements” on
page 14 below. For an explanation of the basis on which the reclassified and pro forma income
statements were prepared, see Item 5. “Presentation of Results” on page 100 below and
“—Explanatory Notes to the Pro Forma Results” on page 150 below.

As used in this annual report, “Shares” means the ordinary shares of €2.8 par value of Sanpaolo
IMI and excludes the Azioni Privilegiate (as defined below).

From time to time, this annual report gives information concerning Sanpaolo IMI’s market share
in a particular market or segment. In such cases, the figures are derived from official sources, such as
the Bank of Italy, or industry bodies, such as the Italian Banking Association.

FORWARD-LOOKING STATEMENTS

The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking
statements. This annual report contains forward-looking statements which reflect management’s current
views on Sanpaolo IMI Group’s business, strategy and financial performance. Statements that are not
about facts or events that have already occurred, including statements about the Group’s or



management’s beliefs or expectations, are forward-looking statements. Words or phrases such as “will
likely result”, “are expected to”, “will continue”, “is anticipated”, “estimate”, “target”, “goal”,

“project” or similar expressions are intended to identify forward-looking statements but are not the
exclusive means of doing so. Forward-looking statements include, but are not limited to, statements

under the following headings:
* Item 3. “Key Information—B. Selected Statistical Information” on page 20 below;

* Item 4. “Information on Sanpaolo IMI—A. History and Developments of Sanpaolo IMI” on
page 63 below;

* Item 4. “Information on Sanpaolo IMI—C. Business Overview” on page 76 below;
e Item 5. “Operating and Financial Review and Prospects” on page 100 below;

e Item 8. “Financial Information—A. Consolidated Statements and Other Financial Information—
B. Legal Proceedings” on page 198 below, including statements regarding the likely effect of
matters discussed therein; and

* Item 11. “Quantitative and Qualitative Disclosures about Market Risk” on page 216 below.

The following important factors could cause the Group’s actual results to differ materially from
those projected or implied in any forward-looking statements:

* the impact of regulatory decisions and changes in the regulatory environment;

* the impact of political and economic developments in Italy and other countries in which the
Group operates;

* the impact of fluctuations in currency exchange, interest rates and the stock markets;

* the Group’s ability to successfully integrate the employees, products, services and systems of
recent mergers and acquisitions;

* the Group’s ability to achieve the expected return on the investments and capital expenditures it
has made in Italy and in foreign countries;

* the Group’s ability to successfully implement the 2003-2005 Plan (as defined below);

* the amount and timing of any future impairment charges related to the Group’s equity holdings,
goodwill and other assets; and

* changes in the competitive environment, particularly in Italy.

The foregoing factors should not be construed as exhaustive and speak only as of the date hereof.
The Group undertakes no obligation to release publicly the result of any revisions to these forward-
looking statements which may be made to reflect events or circumstances after the date hereof,
including, without limitation, changes in the Group’s business or acquisition strategy or planned capital
expenditures, or to reflect the occurrence of unanticipated events.

Certain forward-looking statements involve statements about risks and uncertainties that could
significantly affect expected results and are based upon assumptions of future events which may not
prove to be accurate. In particular, this document includes forward-looking statements relating, but not
limited, to the Group’s potential exposures to various types of market risk. Certain of the market risk
disclosures are dependent on choices about key model characteristics and assumptions and are subject
to various limitations. See Item 11. “Quantitative and Qualitative Disclosures about Market Risk” on
page 216 below. By their nature, certain of the market risk disclosures are only estimates and could be
materially different from what actually occurs in the future. As a result, actual future gains and losses
could differ materially from those that have been estimated and readers should not place undue
reliance on such forward-looking statements which speak only as of the date of this annual report.
Sanpaolo IMI assumes no responsibility for updating such forward-looking statements.



RISK FACTORS
Market declines and volatility can materially adversely affect revenues and prafits.

Conditions in the financial markets in Italy and elsewhere materially affect the Group’s businesses.
An overall market downturn can adversely affect the Group’s business and financial performance.
Market declines can adversely affect the credit quality of the Group’s assets and could increase the risk
that a greater number of the Group’s customers would default on their loans or other obligations.

Protracted market declines can reduce liquidity in the markets, making it harder to sell assets and
leading to material losses.

In some of the Group’s businesses, protracted adverse market movements, particularly asset price
declines, can reduce the level of activity in the market or reduce market liquidity. These developments
can lead to material losses if the Group cannot close out deteriorating positions in a timely way. This
may especially be the case for assets of the Group for which there are not very liquid markets to begin
with. Assets that are not traded on stock exchanges or other public trading markets, such as derivatives
contracts between banks, may have values that the Group calculates using models other than publicly
quoted prices. Monitoring the deterioration of prices of assets like these is difficult and could lead to
losses that the Group did not anticipate.

Even where losses are for the accounts of clients of the Group, the clients may fail to repay the Group,
leading to material losses for the Group, and the Group can be harmed.

While the Group’s clients would be responsible for losses the Group incurs in taking positions for
their accounts, the Group may be exposed to additional credit risk as a result of their need to cover
the losses. The Group’s business may also suffer if the Group’s clients lose money and the Group loses
the confidence of clients in its products and services.

The Group’s investment banking revenues may decline in adverse market or economic conditions.

The Group’s investment banking revenues, in the form of financial advisory and underwriting fees,
directly relate to the number and size of the transactions in which the Group participates and are
susceptible to adverse effects from sustained market downturns. These fees and other revenues are
generally linked to the value of the underlying assets and therefore decline as asset values decline. In
particular, the Group’s revenues and profitability could sustain material adverse effects from a
significant reduction in the number or size of debt and equity offerings and merger and acquisition
transactions.

The Group may generate lower revenues from brokerage and other commission- and fee-based businesses.

Market downturns are likely to lead to declines in the volume of transactions that the Group
executes for its customers and, therefore, to declines in the Group’s non-interest revenues. In addition,
because the fees that the Group charges for managing its clients’ portfolios are in many cases based on
the value or performance of those portfolios, a market downturn that reduces the value of the Group’s
clients’ portfolios or increases the amount of withdrawals would reduce the revenues the Group
receives from its asset management and private banking and custody businesses.

Even in the absence of a market downturn, below-market performance by the Group mutual funds
may result in increased withdrawals and reduced inflows, which would reduce the revenue the Group
receives from its asset management business.

The Group’s risk management policies, procedures and methods may leave the Group exposed to
unidentified or unanticipated risks, which could lead to material losses.

The Group has devoted significant resources to developing its risk management policies,
procedures and assessment methods and intends to continue to do so in the future. Nonetheless, the



Group’s risk management techniques and strategies may not be fully effective in mitigating the Group’s
risk exposure in all economic market environments or against all types of risk, including risk that the
Group fails to identify or anticipate. Some of the Group’s qualitative tools and metrics for managing
risk are based upon the Group’s use of observed historical market behavior. The Group applies
statistical and other tools to these observations to arrive at quantifications of its risk exposures. These
tools and metrics may fail to predict future risk exposures. These risk exposures could, for example,
arise from factors the Group did not anticipate or correctly evaluate in its statistical models. This would
limit the Group’s ability to manage its risks. The Group’s losses thus could be significantly greater than
the historical measures indicate. In addition, the Group’s quantified modeling does not take all risks
into account. The Group’s more qualitative approach to managing those risks could prove insufficient,
exposing it to material unanticipated losses. If existing or potential customers believe the Group’s risk
management is inadequate, they could take their business elsewhere. This could harm the Group’s
reputation as well as its revenues and profits.

Intense competition, especially in the Italian market, where the Group has the largest single concentration
of its businesses, could materially hurt the Group’s revenues and profitability.

Competition is intense in all of the Group’s primary business areas in Italy and the other countries
in which the Group conducts its business, including other European countries and the United States.
The Group derived approximately 90% of its net revenues in 2003 from Italy, a mature market where
competitive pressures have increased. If the Group is unable to continue to respond to the competitive
environment in Italy with attractive product and service offerings that are profitable for the Group, the
Group may lose market share in important areas of its business or incur losses on some or all of its
activities. In addition, downturns in the Italian economy could add to the competitive pressure,
through, for example, increased price pressure and lower business volumes for Sanpaolo IMI and its
competitors to try to capture.

The Group’s results are affected by events which are difficult to anticipate.

The Group’s earnings and business are affected by general economic conditions, the performance
of financial markets, interest rate levels, currency exchange rates, changes in laws and regulation,
changes in the policies of central banks, particularly the Bank of Italy and the European Central Bank
(the “ECB”), and competitive factors, in each case on a regional, national or international level. Each
of these factors can change the level of demand for the Group’s products and services, and change the
risk to the Group of providing such products and services. For instance, changes in general economic
conditions, the performance of financial markets, interest rate levels and the policies of central banks
may affect, positively or negatively, the Group’s financial performance by the demand for the Group’s
products and services, the credit quality of borrowers and counterparties, the interest rate margin
realized by the Group between its lending and borrowing costs, and the value of the Group’s
investment and trading portfolios. Changes in laws and regulations may affect, positively or negatively,
the Group’s ability to provide certain products and services, and the cost of complying with such laws
and regulations.

The Group has economic, financial market, credit, legal and other specialists who monitor
economic and market conditions and government policies and actions. However, because it is difficult
to predict with accuracy changes in economic or market conditions or in governmental policies and
actions, it is difficult for the Group to anticipate the effects that such changes could have on its
financial performance and business activities.

The Group is also exposed to operational risk. In order to conduct its activities, the Group must
be able to process operationally a large number of transactions, of varying complexity, across numerous
and diverse products and services, in different currencies, for different clients, subject to a number of
different legal and regulatory regimes, and in different locations. The Group’s systems and processes
are designed to ensure that the operational risks associated with its activities are appropriately



controlled. Any breakdown or weakness in these systems could negatively affect the Group’s financial
performance and business activities.

The Group is also exposed to market risk. For a discussion of market risk factors, please see
Item 11. “Quantitative and Qualitative Disclosures about Market Risk” on page 216.

In 2005, Sanpaolo IMI will adopt International Financial Reporting Standards (“IFRS”), which will
affect the financial results as IFRS differ in significant respects from Italian GAAP.

Sanpaolo IMI currently prepares financial statements in accordance with Italian GAAP. In
June 2002, the Council of Ministers of the EU adopted new regulations requiring all listed EU
companies, including Sanpaolo IMI, to apply IFRS (previously known as “International Accounting
Standards” or “IAS”) in preparing their consolidated financial statements from January 1, 2005.
Because IFRS emphasizes the measure of the fair value of certain assets and liabilities, applying these
standards to our financial statements may have a considerable impact on a number of important areas,
including, among others, goodwill and intangible assets, employee benefits and financial instruments,
accounting for share-based payments, long-term assets and business combinations. Because our financial
statements prepared in accordance with IFRS will differ from our financial statements prepared in
accordance with Italian GAAP, the methods used by the financial community to assets our financial
performance and value our publicly-traded securities could be affected.



PART 1
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISORS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3. KEY INFORMATION
A. Selected Financial Data

The Sanpaolo IMI Consolidated Financial Statements for the years ended December 31, 2001,
2002 and 2003 have been audited by PricewaterhouseCoopers S.p.A. (“PricewaterhouseCoopers”),
independent auditors.

The Sanpaolo IMI Consolidated Financial Statements for the years ended December 31, 1999 and
2000 have been audited by Arthur Andersen S.p.A., independent auditors.

The financial information set forth below has been selected from, and should be read in
conjunction with, the audited Consolidated Financial Statements and notes thereto included elsewhere
in this annual report. Certain financial information set forth below has been selected from the
reclassified income statements. For an explanation of the reconciliation between the audited and the
reclassified income statements, see: “Reconciliation Between Audited and Reclassified Income
Statements” on page 15 below.



Audited Consolidated Statement of Income

Interest income and similar revenues . . ...............
Interest expense and similar charges .................
Dividends and other revenues . .....................
—from shares, capital quotas and other equities . . . . . . . ..
—from equity INVESIMENLS . . .. ... vvuunennenn..
Commission inCOmMe . .............uiniiinnnn....
COommiSSION EXPEMNSE - « « v v v v v vt e e e e
Profits (losses) on financial transactions . ..............
Other operating income . .........................
Administrative costs . ... ... oo
—payroll . . ...
—other . ... ...
Adjustments to intangible and tangible fixed assets . . ... ..
Provisions for risks and charges .. ...................
Other operating eXpenses . ... ...........o.ooeeunen..
Adjustments to loans and provisions for guarantees and
COMMItMENtS. . . ..ottt e
Writebacks of adjustments to loans and provisions and
COMMItMENtS. . . ...ttt
Provisions to the allowance for probable loan losses . . . ...
Adjustments to financial fixed assets .................
Writebacks of adjustments to financial fixed assets . ... ...
Income from investments carried at equity . . ...........

Income from operating activities . .. .................

Extraordinary income . ............... .. ... ...,
Extraordinary €Xpenses . . ... ..........oouunneeonnn

Extraordinary items, net . . . ... ....................

Change in reserve for general banking risks . ...........
Income taxes ......... ... .. ... .. . i i
Minority interests . . ... . ... ..
Elimination of second half Income of the Banco di Napoli
GIOUD .« .ttt e

Netincome. .. ... ...... ... .. iiiinno..

Year Ended December, 31

2003 2002 2001 2000 1999
(millions of €)

7,443 8,693 8,016 7,622 5,966
(3,701) (4,955) (5,326) (5,123) (3,934)
309 565 397 231 250
223 410 263 169 148
86 155 134 62 102
3,722 3,467 3312 3452 2,587
(685)  (671) (714) (817)  (530)
198  (98) 105 165 103
396 422 280 250 224
(4,610) (4,648) (3,600) (3,076) (2,466)
(2,841) (2,856) (2,221) (1,929) (1,534)
(1,769) (1,792) (1,379) (L,147)  (932)
(642)  (753) (543) (389) (293)
(195)  (261) (136) (323)  (81)
6 (50 (36 (31 (40
(1,126)  (889)  (636) (647)  (664)
417 320 278 417 361
1)  @n 1y - ® (10
(158)  (569) (235)  (36)  (89)
218 8 2 15 2
197 137 79 87 118
1,700 091 1,232 1,789 1,504
548 575 660 451 367
(580) (248) (269) (55  (73)
32) 327 391 396 294
9 364 (1) 2 (1)
(657)  (450) (318) (785)  (685)
(48)  (43) (101)  (94) (62
— — — (16) —
972 889 1,203 1,292 1,050




Reclassified Consolidated Statement of Income

Year Ended December 31,

2003 2002 2001 2000 1999
(millions of €)

Interest income and similar revenue . . . ............... 7,417 8,728 8,114 7,695 5981
Interest expense and similar charges ................. (3,701) (4,955) (5,326) (5,123) (3,934)
Net interest iNCOME . . . .. ..o vt ittt 3,716 3,773 2788 2,572 2,047
Net commission and other dealing revenues . ........... 3,036 2,809 2,608 2,641 2,066
Profits/(losses) on financial transactions and dividends on

shares . . ... o 447 286 274 263 251
Profits/(losses) of companies carried at equity and dividends

on equity investments . ........... ..., 283 292 207 146 205
Net interest and other banking income. ............... 7,482 7,160 5877 5,622 4,569
Payroll . ... .. (2,841) (2,856) (2,221) (1,929) (1,534)
Other administrative costs . . ... ..........oouunn.... (1,512) (1,528) (1,180) (958) (763)
Indirect taxes and similar dues. ... .................. (257)  (264) (199) (189) (169)
Administrative Costs . . ... ... (4,610) (4,648) (3,600) (3,076) (2,466)
Other operating income, net .. ..................... 329 358 234 213 175
Adjustments to intangible and tangible fixed assets . ... ... (484) (510)  (393) (299) (293)
Operating iNCOME . . .« .ottt ittt e i e e e 2,717 2,360 2,118 2,460 1,985
Adjustments to goodwill, merger and consolidation

differences ........... . . ... (158)  (212)  (150) (90) —
Provisions for risks and charges . . ................... (195) (261) (136) (323) (81)
Adjustments to loans and provisions for guarantees and

commitments, Net . ............uutineei.. .. (724)  (604)  (368) (238) (313)
Adjustments to financial fixed assets, net .............. 60 (561) (233) (20) (87)
Income before extraordinary items . . . ................ 1,700 722 1,231 1,789 1,504
Net extraordinary inCome . ..............c..ouueeenn. (32) 296 392 396 294
Income before taxes and minority interests . . . .......... 1,668 1,018 1,623 2,185 1,798
Income taxes . . .........uiiiiiii (657)  (450) (318) (785)  (685)
Change in reserve for general banking risks ... ......... 9 364 €] 2 €))
Net income attributable to minority interest . ........... (48) (43) (101) (94) (62)
Reversal of second half income Banco di Napoli Group . . . — — — (16) —
Net income . .. ...ttt 972 889 1,203 1,292 1,050
U.S. GAAP
Income before taxes and minority interests under

US.GAAP . . . 996 (800) 790 1,833 1,558
Net interest income under U.S. GAAP. .. ............. 3,758 3,070 2,666 2,491 2251
Net income after minority interests under U.S. GAAP .. .. 750  (1,120) 571 1,003 842
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Per Share Data

The following table shows certain per Share and other data for the years indicated:

Income before extraordinary
items per Share at year end .
Income before extraordinary
items per Share outstanding
atyearend(l) ...........
Net income per Share at year
end............... . ...
Net income per Share
outstanding at year end(1) . .
Net income per average
number of Shares ........
Sanpaolo IMI Share price at
yearend(2) .............
Dividend per Share at year
end(3) ....... ... ...
Shareholders’” equity per Share
outstanding at year end(1) . .
Shares at yearend .........
Shares outstanding at year
end(l) ................
Average number of Shares . ..
ITALIAN GAAP
Basic earnings per share (in
euro)(4) ... ...
U.S. GAAP
Basic earnings/loss per share
(in euro)(4). .. ..........
Diluted earnings/loss per share
(in euro)(4). .. ..........

Year ended December 31,

2003 2002 2001 2000 1999
(in €, except for number of shares)
1.17 0.48 0.88 1.27 1.07
1.18 0.48 0.89 1.31 1.09
0.67 0.61 0.86 0.92 0.75
0.67 0.61 0.87 0.95 0.76
0.67 0.62 0.86 0.92 0.75
10.34 6.20 12.04 17.27 13.45
0.39 0.30 0.57 0.57 0.52
7.60 7.27 5.90 5.39 5.84
1,448,831,982 1,448,831,982 1,404,441,114 1,404,018,198 1,402,184,948
1,445,611,063 1,448,831,981 1,387,360,711 1,364,652,216 1,374,753,448
1,448,831,982 1,430,467,541 1,404,258,435 1,402,997,548 1,396,489,095
0.53 0.48 0.87 0.93 0.75
0.41(1) (0.68)(1) 0.41 0.74 0.60
0.41(1) (0.68)(1) 0.41 0.74 0.60

(1) Excludes ordinary shares issued by Sanpaolo IMI and held by Sanpaolo IMI and its subsidiaries.

(2) Prices at closing of trading session. Source: Borsa Italiana (Italian Stock Exchange).

(3) On June 1, 2002, 388,334,018 Shares were converted into Azioni Privilegiate (as defined below).
Please see Item 4. “A. History and Developments of Sanpaolo IMI—The Merged Group” on
page 65. The computation of Dividend per Share at the end of 2002 includes the Azioni
Privilegiate. The dividend was approved at the annual shareholders’ meeting held on April 29, 2004
and paid on May 27, 2003. The dividend per American Depositary Share (ADS) was U.S.$ 0.96 in

2003, U.S.$ 0.70 in 2002, U.S.$ 1.06 in 2001, U.S.$ 0.98 in 2000 and U.S.$ 0.94 in 1999.

(4) The computation of basic and diluted earnings/loss per share under both Italian and U.S. GAAP is
computed upon the average number of Sanpaolo IMI shares including the Azioni Privilegiate (as

defined below).
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Consolidated Balance Sheet and Other Data

The following table shows selected consolidated balance sheet data and other data at the dates
indicated. As explained in footnotes 1-6 following the table, the balance sheet data have been extracted
from our audited consolidated balance sheet, which is presented in the Consolidated Financial

Statements included in this annual report.

Consolidated Balance Sheet Data

Total assets . ............. .. ...
Total assets under U.S. GAAP. . ...............
Netloans(1). .. .. ... ..
Duetobanks(2) ............ oo,
Marketable debt securities and subordinated debt(3)
Minority interests(4) . . . . ..o vt

Capital(5) . . . o oo

Other reserves(0) ... ..ot
Shareholders’” equity under Italian GAAP ........
Capital stock under US. GAAP ...............
Shareholders’” equity under U.S. GAAP ..........

Consolidated Ratios
Profitability Ratios
Net interest margin(7) . ...............c......
Return on average total assets(8)...............
Return on assets at year-end(9) . . . .............
Return on average shareholders’ equity(10) . ... ...
Return on shareholders’ equity at year-end(11) . ...
Capital Ratio
Shareholders’ equity to total assets at year-end. . . ..

Credit Quality Data
Doubtful loans(12) .. ......... ... .. ...
Doubtful loans as a percentage of net loans(13) . . . .

At December 31,

2003 2002 2001 2000 1999

(millions of € except for percentages)
202,580 203,773 170,485 172,798 140,223
238,317 231,814 191,378 188,969 154,545
146,877 148,701 118,627 117,825 95,318
28,534 24,456 27,922 29,596 28,012
57,967 58,174 46,446 44,496 37,242
271 334 698 715 539
5,144 5,144 3,932 3,931 3,926
5851 5,393 4,544 4,119 4,446
10,995 10,537 8,476 8,050 8,372
5,135 5,130 3,884 3,821 3,845
15,557 14,934 11,607 11,639 11,626

238%  245% 220% 2.09%  1.80%
048% 043% 070% 093%  0.78%
048% 044% 071% 0.75%  0.75%
8.96%  828% 15.49% 16.79% 13.09%
8.84%  844% 14.19% 16.05% 12.54%

543%  517%  497%  4.66%  5.84%

2,571 2,892 1,948 2,157 3,009
1.75% 194% 1.64% 183% 3.16%

The following item numbers refer, where applicable, to the corresponding item numbers shown in
the Audited Consolidated Balance Sheet of Sanpaolo IMI at December 31, 2003, 2002, 2001, 2000 and

1999.

(1) The line item represents the sum of Item 30. “Due from banks” plus Item 40. “Loans to

customers”.

(2) The line item represents Item 10. “Due to banks”.

(3) The line item represents the sum of Item 30. “Securities issued” plus Item 110. “Subordinated

liabilities”.

(4) The line item represents Item 140. “Minority interest”.

(5) The line item represents Item 150. “Capital”.

(6) The line item represents the sum of Item 160. “Additional paid in capital” plus Item 170.
“Reserves” plus Item 100. “Reserve for general banking risks” plus Item 120. “Negative goodwill
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arising on consolidation” plus Item 130. “Negative goodwill arising on application of the equity
method” plus Item 180. “Revaluation reserves” plus Item 190. “Retained earnings” plus Item 200.
“Net income for the year”.

(7) Net interest margin is net interest income as a percentage of average interest-earning assets.

(8) Return on average total assets is net income after minority interests as a percentage of average
total assets.

(9) Return on assets at year end is net income after minority interests as a percentage of total assets
at year end.

(10) Return on average shareholders’ equity represents net income after minority interests as a
percentage of average shareholders’ equity. Average shareholders’ equity includes net income.

(11) Return on shareholders’ equity at year end represents net income after minority interests as a
percentage of shareholders’ equity at year end.

(12) The line item represents the sum of doubtful loans, including non-performing loans, problem
loans, loans currently being restructured, restructured loans and unsecured loans exposed to
country risk.

(13) The line item represents the doubtful loans (see note 12 above) as a percentage of the net loans
referred to in Item 30. “Due to banks” and Item 40. “Loans to customers”.
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Reconciliation Between Audited and Reclassified Income Statements

AUDITED INCOME STATEMENT RECLASSIFIED INCOME STATEMENT
Year ended December 31, 2003 Year ended December 31, 2003
(millions of €) Combination Breakdown (millions of €)
Reclassification
10. Interest income and similar revenues . . . . . ... 7,443 Interest income and similar revenues . . . ... .. 7,443
20. Interest expense and similar charges . . . . . . ... (3,701) Interest expense and similar charges . . . . . .. .. (3,701)
(26)1 Reversal of net interest income of Banca IMI Group . (26)
Net interest income . . . . . ... ... ...... 3,716
3722 C 20 J Net commission & other dealing revenues . . . . . . 3,036
(685)C (21)K
30. Dividends and other revenues
a) from shares, quotas and other equities . . . . . . 223 198 A 26 1 Profits/(losses) on financial transactions and
investment income . . . ... ... ... L. 447
b) from equity investments . . . . . . .. ... ... 86 197 B Profits/(losses) of companies carried at equity and
dividends on equity investments . . . . . .. ... 283
40. Commission income . . . . . ... ... ... 3,722 (3,722)C
50. Commission eXpense . . . . . . ... ... (685) 685 C
60. Profits (losses) on financial transactions . . . . . . . 198 (198)A
Net interest and other income . . . . . . ... ... 7,482
70. Other operating income . . . . . ... ....... 396 (396) D
80. Administrative costs
aypersonnel . . . ... ... L (2,841) Payroll . . . . . .. ... ... ... .. (2,841)
b)other . . ... ... ... ... . ... ... (1,769) 257 G Other administrative costs . . . . . . . . .. ..... (1,512)
(257)G Indirect taxes and similar dues - (257)
Administrative costs . . . . . ... ... ... ... (4,610)
396 D 21 K Other operating income, net . . . . . .. ...... 329
(68)D (20)J
90. Adjustments to intangible and tangible fixed assets . (642) 158 H Adjustments to intangible and tangible fixed assets . (484)
Operating income before provisions and certain
adjustments . . . . . ... ... ... ... 2,717
(158)H Adjustments to goodwill, merger and consolidation
differences . . . . . .. .. Lo L (158)
100. Provisions for risks and charges . . . .. ... ... (195) Provisions for risks and charges . . . .. ... ... (195)
110. Other operating expenses . . . . . . . ....... (68) 68 D
120. Adjustments to loans and provisions for guarantees 417 E Adjustments to loans and provisions for guarantees
and commitments . . .. ... ... ... ..., (1,126) (15)E and commitments . . . ... ... ... L. (724)
130. Writebacks of adjustments to loans and provisions
for guarantees and commitments . . . . .. ... 417 (417)E
140. Provisions to the allowance for probable loan losses . (15) 15 E
150. Adjustments to financial fixed assets . . . . . . ... (158) 218 F Adjustments to financial fixed assets, net . . . . . . 60
160. Writebacks of adjustments to financial fixed assets . 218 (2I8) F
170. Income (losses) from investments carried at equity . 197 (197)B
180. Income from operating activities . . . . . . . . . .. 1,700 Income before extraordinary items . . . . . . . . .. 1,700
190. Extraordinary income 548
200. Extraordinary expenses . . . . (580)
210. Extraordinary items, net . . . . . . ... ... ... 32) Net extraordinary income . . . ... ........ (32)
Income before taxes and minority interest 1,668
(657) Income taxes . . . . ... ........ .. (657)
230. Change in reserve for general banking risks . . . . . 9 Change in reserve for general banking risks . . . . . 9
240. Income taxes . . . .. ... ............. (657) 657
250. Minority interests (48) Net income attributable to minority interest . . . . . (48)
260. Netincome . . . . . ... .. ............ 972 Netincome . . . . .. ... ... .......... 972

(A) Combination of line items 30.a) “Dividends and other revenues from shares, capital quotas and other equities” and 60 “Profits (losses) on financial transactions” to form
“Profits/(losses) on financial transactions and investment income”.

(B) Combination of line items 30.b) “Dividends and other revenues from equity investments” and 170 “Income (losses) from investments carried at equity” to form “Profits/(losses)
of companies carried at equity and dividends on equity investments”.

(C) Combination of line items 40 “Commission income” and 50 “Commission expense” to form “Net commission and other dealing revenues”.
(D) Combination of line items 70 “Other operating income™ and 110 “Other operating expenses” to form “Other operating income, net”.

(E) Combination of line items 120 “Adjustments to loans and provisions for guarantees and commitments”, 130 “Writebacks of adjustments to loans and provisions for guarantees
and commitments” and 140 “Provisions to the allowance for probable loan losses” to form “Adjustments to loans and provisions for guarantees and commitments”.

(F) Combination of line items 150 “Adjustments to financial fixed assets” and 160 “Writebacks of adjustments to financial fixed assets” to form “Adjustments to financial fixed assets,
net”.

(G) Breakdown of line item 80.b) “Administrative costs—other” into “Other administrative costs” and “Indirect taxes and similar dues”.

(H) Breakdown of line item 90 “Adjustments to intangible and tangible fixed assets” into “Adjustments to intangible and tangible fixed assets” and “Adjustments to goodwill, merger
and consolidation differences”.

(I) Reclassification of positive net interest income of Banca IMI Group to “Profits/(losses) on financial transactions and investment income” as it is related to securities dealing
activities rather than banking activities.

(J) Reclassification of income earned from merchant banking and leasing activities from line item 70 “Other operating income™ to “Net commission and other dealing revenues” as
it is related to financing activities.

(K) Reclassification of expenses incurred in connection with merchant banking and leasing activities from line item “Other operating income, net” to “Net commission and other
dealing revenues” as they are related to financing activities.
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RECLASSIFIED INCOME STATEMENT
Year ended December 31, 2002

AUDITED INCOME STATEMENT
Year ended December 31, 2002

(millions of €) Combination Breakdown (millions of €)
Reclassification
10. Interest income and similar revenues . . . . . .. . 8,693 Interest income and similar revenues 8,693
20. Interest expense and similar charges . . . . . . ... (4,955) Interest expense and similar charges (4,955)
35 1 Reversal of net interest income of Banca IMI Group . 35
Net interest income . 3,773
3,467 27 J Net commission & other dealing revenues . . . . . . 2,809
671)C (14)K
30. Dividends and other revenues
a) from shares, quotas and other equities . . . . . . 410 (98)A 9 L Profits/(losses) on financial transactions and
351 investment income . . . . . ... ... ... L. 286
b) from equity investments . . . . . ... ... ... 155 137 B Profits/(losses) of companies carried at equity and
dividends on equity investments . . . . . .. ... 292
40. Commission income 3,467 (3,467)C
50. Commission expense . . . . (671) 671 C
60. Profits (losses) on financial transactions . . . . . . . (98) 98 A
Net interest and other income . . . . . . ... ... 7,160
70. Other operating income . . . . ... ........ 422 (422)D
80. Administrative costs
aypersonnel . . . ... ... L. (2,856) Payroll . . . . . . ... ... ... ..
b)other . .. ..... ... . ... ... (1,792) 264 G Other administrative costs . . . . . . . . ... ....
(264) G Indirect taxes and similar dues
Administrative costs . . . . . ... ... L (4,648)
422 D 14 K Other operating income, net 358
(50)D 277
(DN
90. Adjustments to intangible and tangible fixed assets . (753) 212 H 31 M Adjustments to intangible and tangible fixed assets . (510)
Operating income before provisions and certain
adjustments . . . . . ... ... ... ... 2,360
(2I12)H Adjustments to goodwill, merger and consolidation
differences . . . . . . ... Lo L (212)
100. Provisions for risks and charges . . . .. ... ... (261) Provisions for risks and charges . . . ... .. ... (261)
110. Other operating expenses . . . . . . .. ...... (50) 50 D
120. Adjustments to loans and provisions for guarantees 320 E (9)L Adjustments to loans and provisions for guarantees
and commitments . . . ... ... ... ... (889) (27) and commitments . . . ... ... ... (604)
1IN
130. Writebacks of adjustments to loans and provisions
for guarantees and commitments . . . . .. ... 320 (320)E
140. Provisions to the allowance for probable loan losses . 27 27 E
150. Adjustments to financial fixed assets . . . . . . ... (569) 8 F Adjustments to financial fixed assets, net . . . . . . (561)
160. Writebacks of adjustments to financial fixed assets 8 8)F
170. Income (losses) from investments carried at equity . 137 (137)B
180. Income from operating activities . . . . . . . . . .. 691 Income before extraordinary items . . . . . . . . .. 722
190. Extraordinary income . 575
200. Extraordinary expenses . . . . (248)
210. Extraordinary items, net 327 (31)M Net extraordinary income . . . ... .. 296
Income before taxes and minority interest R 1,018
(450) Income taxes . . . . . ... ......... R (450)
230. Change in reserve for general banking risks . . . . . 364 Change in reserve for general banking risks . . . . . 364
240. Income taxes . . . . . .. ... ... ........ (450) 450
250. Minority interests (43) Net income attributable to minority interest (43)
260. Netincome . . . . . ... ... ........... 889 Netincome . . . . .. ... ... .......... 889

(A) Combination of line items 30.a) “Dividends and other revenues from shares, capital quotas and other equities” and 60 “Profits (losses) on financial transactions” to form
“Profits/(losses) on financial transactions and investment income”.

(B) Combination of line items 30.b) “Dividends and other revenues from equity investments” and 170 “Income (losses) from investments carried at equity” to form “Profits/(losses)
of companies carried at equity and dividends on equity investments”.

C) Combination of line items 40 “Commission income” and 50 “Commission expense” to form “Net commission and other dealing revenues”.
P g
(D) Combination of line items 70 “Other operating income” and 110 “Other operating expenses” to form “Other operating income, net”.

(E) Combination of line items 120 “Adjustments to loans and provisions for guarantees and commitments”, 130 “Writebacks of adjustments to loans and provisions for guarantees
and commitments” and 140 “Provisions to the allowance for probable loan losses” to form “Adjustments to loans and provisions for guarantees and commitments”.

(F) Combination of line items 150 “Adjustments to financial fixed assets” and 160 “Writebacks of adjustments to financial fixed assets” to form “Adjustments to financial fixed assets,
net”.

(G) Breakdown of line item 80.b) “Administrative costs—other” into “Other administrative costs” and “Indirect taxes and similar dues”.

(H) Breakdown of line item 90 “Adjustments to intangible and tangible fixed assets” into “Adjustments to intangible and tangible fixed assets” and “Adjustments to goodwill, merger
and consolidation differences”.

(I) Reclassification of negative net interest income of Banca IMI Group to “Profits/(losses) on financial transactions and investment income” as it is related to securities dealing
activities rather than banking activities.

(J) Reclassification of income earned from merchant banking and leasing activities from line item 70 “Other operating income” to “Net commission and other dealing revenues” as
it is related to activities.

(K) Reclassification of expenses incurred in connection with merchant banking and leasing activities from line item “Other operating income, net” to “Net commission and other
dealing revenues” as they are related to financing activities.

(L) Reclassification of writedowns in the value of securities held as collateral for loans from line item “Profits/(losses) on financial transactions and investment income” to
“Adjustments to loans and provisions for guarantees and commitments” as they are considered to be adjustments to such loans.

(M) Reclassification from line item 90 “Adjustments to intangible and tangible fixed assets” to “Net extraordinary income” of (i) €9 million writedown in value of IMIWEB Bank in
light of its disposal and (ii) €22 million representing acceleration of depreciation of Banco di Napoli assets to align their depreciation with Sanpaolo IMI’s depreciation policy.

(N) Rounding.
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AUDITED INCOME STATEMENT RECLASSIFIED INCOME STATEMENT

Year ended December 31, 2001 Year ended December 31, 2001
(millions of €) Combination Breakdown (millions of €)
Reclassification
10. Interest income and similar revenues . . . . . . . . 8,016 4 L Interest income and similar revenues 8,020
20. Interest expense and similar charges . . . . . . ... (5,326) Interest expense and similar charges (5,326)
94 I Reversal of net interest income of Banca IMI Group . 94
Net interest income . . . . ... ... ... .... 2,788
3312 C 17 J Net commission & other dealing revenues 2,608
(714)C (7)K
30. Dividends and other revenues
a) from shares, quotas and other equities . . . . . . 263 105 A (94)1 Profits/(losses) on financial transactions and
investment income . . . . .. ... ... ... 274
b) from equity investments . . . . . . .. ... ... 134 79 B (2)M Profits/(losses) of companies carried at equity and
(4)L  dividends on equity investments . . . . . .. ... 207
40. Commission income . . . . ... ... .. 3,312 (3312)C
50. Commission expense . . . . . . .. ... ... ... (714) 714 C
60. Profits (losses) on financial transactions . . . . . . . 105 (105)A
Net interest and other income . . . . . . ... ... 5,877
70. Other operating income . . . . . ... ....... 280 (280) D
80. Administrative costs
a)ypersonnel . . ... ... L L L (2,221) Payroll . . . ... ... .. ... ... ... ... (2,221)
byother ... ........ ... ... ....... (1,379) 199 G Other administrative costs . . . . . . . ... ..... (1,180)
(199)G Indirect taxes and similar dues . . . . . . . . . ... (199)
Administrative costs . . . . .. ... .. R (3,600)
280 D 7 K Other operating income, net 234
(36) 17)J
90. Adjustments to intangible and tangible fixed assets . (543) 150 H Adjustments to intangible and tangible fixed assets . (393)
Operating income before provisions and certain
adjustments . . . . .. ... oL 2,118
(150)H Adjustments to goodwill, merger and consolidation
differences . . . . . . ... Lo (150)
100. Provisions for risks and charges . . . .. ... ... (136) Provisions for risks and charges . . . .. ... ... (136)
110. Other operating expenses . . . . . .. ....... (36) 36 D
120. Adjustments to loans and provisions for guarantees 1 N Adjustments to loans and provisions for guarantees
and commitments . . . ... ... ... ... (636) 278 E and commitments . . . ... ... ... ... (368)
(11)E
130. Writebacks of adjustments to loans and provisions
for guarantees and commitments . . . . . ... . 278 (278)E
140. Provisions to the allowance for probable loan losses . (11) 11 E
150. Adjustments to financial fixed assets . . . . . .. .. (235) 2F Adjustments to financial fixed assets, net . . . . .. (233)
160. Writebacks of adjustments to financial fixed assets . 2 (2)F
170. Income (losses) from investments carried at equity . 79 (79)B
180. Income from operating activities . . . . . .. .. .. 1,232 Income before extraordinary items. . . . . . . . .. 1,231
190. Extraordinary income 660
200. Extraordinary expenses . . . . (269)
210. Extraordinary items, net 391 2 M Net extraordinary income . . . ... ........ 392
()N
Income before taxes and minority interest . . . . . . 1,623
(318) Income taxes . . . . . . ... ... ..... L. (318)
230. Change in reserve for general banking risks . . . . . (1) Change in reserve for general banking risks . . . . . (1)
240. Income taxes . . . . .. ... ... .. ....... (318) 318
250. Minority interests (101) Net income attributable to minority interest (101)
260. Netincome . . . . . . . ... ... ... ...... 1,203 Net income 1,203

(A) Combination of line items 30.a) “Dividends and other revenues from shares, capital quotas and other equities” and 60 “Profits (losses) on financial transactions” to form
“Profits/(losses) on financial transactions and investment income”.

(B) Combination of line items 30.b) “Dividends and other revenues from equity investments” and 170 “Income (losses) from investments carried at equity” to form “Profits/(losses)
of companies carried at equity and dividends on equity investments”.

(C) Combination of line items 40 “Commission income” and 50 “Commission expense” to form “Net commission and other dealing revenues”.
(D) Combination of line items 70 “Other operating income” and 110 “Other operating expenses” to form “Other operating income, net”.

(E) Combination of line items 120 “Adjustments to loans and provisions for guarantees and commitments”, 130 “Writebacks of adjustments to loans and provisions for guarantees
and commitments” and 140 “Provisions to the allowance for probable loan losses” to form “Adjustments to loans and provisions for guarantees and commitments”.

(F) Combination of line items 150 “Adjustments to financial fixed assets” and 160 “Writebacks of adjustments to financial fixed assets” to form “Adjustments to financial fixed assets,
net”.

(G) Breakdown of line item 80.b) “Administrative costs—other” into “Other administrative costs” and “Indirect taxes and similar dues”.

(H) Breakdown of line item 90 “Adjustments to intangible and tangible fixed assets” into “Adjustments to intangible and tangible fixed assets” and ‘“Adjustments to goodwill, merger
and consolidation differences”.

(I) Reclassification of negative net interest income of Banca IMI Group to “Profits/(losses) on financial transactions and investment income” as it is related to securities dealing
activities rather than banking activities.

(J) Reclassification of income earned from merchant banking and leasing activities from line item 70 “Other operating income” to “Net commission and other dealing revenues” as
it is related to financing activities.

(K) Reclassification of expenses incurred in connection with merchant banking and leasing activities from line item “Other operating income, net” to “Net commission and other
dealing revenues” as they are related to financing activities.

(L) Reclassification of dividends from investments in which Group has less than 20% equity stake from “Profits/(losses) of companies carried at equity and dividends on equity
investments” to “Interest income and similar revenues” as they are treated as interest.

(M) Reclassification relates to dividends originally received by Cardine Banca and subsequently transferred to Sanpaolo IMI.

(N) Rounding.
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AUDITED INCOME STATEMENT RECLASSIFIED INCOME STATEMENT

Year ended December 31, 2000 Year ended December 31, 2000
(millions of €) Combination Breakdown (millions of €)
Reclassification
10. Interest income and similar revenues . . . . . . . . 7,622 4 L Interest income and similar revenues 7,626
20. Interest expense and similar charges . . . . . . ... (5,123) Interest expense and similar charges (5,123)
69 I Reversal of net interest income of Banca IMI Group . 69
Net interest income . . . . ... ... ... .... 2,572
3452 C 13 J Net commission & other dealing revenues 2,641
817)C (7)K
30. Dividends and other revenues
a) from shares, quotas and other equities . . . . . . 169 165 A (69)1 Profits/(losses) on financial transactions and
(2)N  investment income . . . . . . . . ... ... ... 263
b) from equity investments . . . . . . .. ... ... 62 87 B (4)1 Profits/(losses) of companies carried at equity and
I N  dividends on equity investments . . . . . .. ... 146
40. Commission income . . . . ... ... .. 3,452 (3452)C
50. Commission expense . . . . . . .. ... ... ... (817) 817 C
60. Profits (losses) on financial transactions . . . . . . . 165 (165)A
Net interest and other income . . . . . . ... ... 5,622
70. Other operating income . . . . . ... ....... 250 (250)D
80. Administrative costs
aypersonnel . . ... ... L. (1,929) Payroll . . . ... ... ... ... ... (1,929)
byother ... ........ ... ... ....... (1,147) 189 G Other administrative costs . . . . . . . ... ..... (958)
(189)G Indirect taxes and similar dues . . . . . . ... ... (189)
Administrative costs . . . . .. ... .. R (3,076)
250 D 7 K Other operating income, net 213
(31)D (13)J
90. Adjustments to intangible and tangible fixed assets . (389) 90 H Adjustments to intangible and tangible fixed assets . (299)
Operating income before provisions and certain
adjustments . . . . ... ... L 2,460
(90)H Adjustments to goodwill, merger and consolidation
differences . . . . . ... ... L (90)
100. Provisions for risks and charges . . . .. ... ... (323) Provisions for risks and charges . . . .. ... ... (323)
110. Other operating expenses . . . . . .. ....... (31) 31 D
120. Adjustments to loans and provisions for guarantees 417 E Adjustments to loans and provisions for guarantees
and commitments . . . ... .. ... ... ... (647) S)E and commitments . . . ... .. ... ... (238)
130. Writebacks of adjustments to loans and provisions
for guarantees and commitments . . . . .. ... 417 (417)E
140. Provisions to the allowance for probable loan losses . 8) S E
150. Adjustments to financial fixed assets . . . . . .. .. (36) 15 F 1 N Adjustments to financial fixed assets, net . . . . . . (20)
160. Writebacks of adjustments to financial fixed assets . 15 (15)F
170. Income (losses) from investments carried at equity . 87 (87)B
180. Income from operating activities . . . . . . ... .. 1,789 Income before extraordinary items . . . . . . . . .. 1,789
190. Extraordinary income . 451
200. Extraordinary expenses . . . . (55)
210. Extraordinary items, net 396 Net extraordinary income . . . ... ........ 396
Income before taxes and minority interest 2,185
(785) Income taxes . . . ... ... ...... . (785)
230. Change in reserve for general banking risks . . . . . 2 Change in reserve for general banking risks . . . . . 2
240. Income taxes . . . . . . ... ... . ........ (785) 785
250. Minority interests (94) Net income attributable to minority interest . . . . . (94)
255. Elimination of second half Income of the Banco di Reversal of second half income of the Banco di
Napoli Group (*) (16) Napoli Group (*) (16)
260. Netincome . . . . . . . ... ... ... ...... 1,292 Net income . . . . . . . ... ... .... . 1,292

(A) Combination of line items 30.a) “Dividends and other revenues from shares, capital quotas and other equities” and 60 “Profits (losses) on financial transactions” to form
“Profits/(losses) on financial transactions and investment income”.

(B) Combination of line items 30.b) “Dividends and other revenues from equity investments” and 170 “Income (losses) from investments carried at equity” to form “Profits/(losses)
of companies carried at equity and dividends on equity investments”.

(C) Combination of line items 40 “Commission income” and 50 “Commission expense” to form “Net commission and other dealing revenues”.
(D) Combination of line items 70 “Other operating income” and 110 “Other operating expenses” to form “Other operating income, net”.

(E) Combination of line items 120 “Adjustments to loans and provisions for guarantees and commitments”, 130 “Writebacks of adjustments to loans and provisions for guarantees
and commitments” and 140 “Provisions to the allowance for probable loan losses” to form “Adjustments to loans and provisions for guarantees and commitments”.

(F) Combination of line items 150 “Adjustments to financial fixed assets” and 160 “Writebacks of adjustments to financial fixed assets” to form “Adjustments to financial fixed assets,
net”.

(G) Breakdown of line item 80.b) “Administrative costs—other” into “Other administrative costs” and “Indirect taxes and similar dues”.

(H) Breakdown of line item 90 “Adjustments to intangible and tangible fixed assets” into “Adjustments to intangible and tangible fixed assets” and ‘“Adjustments to goodwill, merger
and consolidation differences”.

(I) Reclassification of negative net interest income of Banca IMI Group to “Profits/(losses) on financial transactions and investment income” as it is related to securities dealing
activities rather than banking activities.

(J) Reclassification of income earned from merchant banking and leasing activities from line item 70 “Other operating income” to “Net commission and other dealing revenues” as
it is related to financing activities.

(K

z

Reclassification of expenses incurred in connection with merchant banking and leasing activities from line item “Other operating income, net” to “Net commission and other
dealing revenues” as they are related to financing activities.

(L

N

Reclassification of dividends from investments in which Group has less than 20% equity stake from “Profits/(losses) of companies carried at equity and dividends on equity
investments” to “Interest income and similar revenues” as they are treated as interest.

N

<

Rounding

(*) This item refers to the special consolidation method used for the Banco di Napoli Group and relates to the net income of Banco di Napoli for the second half of 2000, that had
been included as part of the purchase price for Sanpaolo IMI’s successive purchases of its equity interests in Banco di Napoli.
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RECLASSIFIED INCOME STATEMENT
Year ended December 31, 1999

AUDITED INCOME STATEMENT
Year ended December 31, 1999

(millions of €) Combination Breakdown (millions of €)
Reclassification
10. Interest income and similar revenues . . . . . .. . 5,966 15 H Interest income and similar revenues 5,981
20. Interest expense and similar charges . . . . . . . .. (3,934) Interest expense and similar charges . . . (3,934)
Net interest income . . . . . ... ... 2,047
2587 C 46 J Net commission & other dealing revenues 2,066
(530)C (37)K
30. Dividends and other revenues
a) from shares, quotas and other equities . . . . . . 148 103 A Profits/(losses) on financial transactions and
investment income . . . . .. ... ... L. 251
b) from equity investments . . . . . ... ... ... 102 118 B (15)H Profits/(losses) of companies carried at equity and
dividends on equity investments . . . . . .. ... 205
40. Commission income . . . . .. ... ... ... 2,587 (2,587)C
50. Commission eXpense . . . . . . .. ... ... (530) 530 C
60. Profits (losses) on financial transactions . . . . . . . 103 (103)A
Net interest and other income . . . . . . ... ... 4,569
70. Other operating income . . . . ... ........ 224 (224)D
80. Administrative costs
aypersonnel . . . ... ... . L. (1,534) Payroll . . . . .. .. ... ... ... ... (1,534)
byother . .. ... . ... .. . (932) 169 G Other administrative costs . (763)
(169) G Indirect taxes and similar dues . . . . . .. ... .. (169)
Administrative costs . . . . .. ... ... ... .. (2,466)
224 D 37 K Other operating income, net . . . . . ... ..... 175
(40)D (46)J
90. Adjustments to intangible and tangible fixed assets . (293) Adjustments to intangible and tangible fixed assets . (293)
Operating income before provisions and certain
adjustments . . . . . ... ... ... L. 1,985
100. Provisions for risks and charges . . . .. ... ... (81) Provisions for risks and charges . . . .. ... ... (81)
110. Other operating expenses . . . . . . ........ (40) 40 D
120. Adjustments to loans and provisions for guarantees 361 E Adjustments to loans and provisions for guarantees
and commitments . . . ... ... ... (664) (10)E and commitments . . . ... .. ... ... (313)
130. Writebacks of adjustments to loans and provisions
for guarantees and commitments . . . . . ... . 361 (361)E
140. Provisions to the allowance for probable loan losses . (10) 10 E
150. Adjustments to financial fixed assets . . . . . .. .. (89) 2F Adjustments to financial fixed assets, net . . . . .. 87)
160. Writebacks of adjustments to financial fixed assets . 2 (2)F
170. Income (losses) from investments carried at equity . 118 (118)B
180. Income from operating activities . . . . . ... ... 1,504 Income before extraordinary items. . . . . . . . .. 1,504
190. Extraordinary income . . . . ... ... ... ... 367
200. Extraordinary expenses . . . . . ... ... ... .. (73)
210. Extraordinary items, net . . . . . . ... ... ... 294 Net extraordinary income . . . . ... ....... 294
Income before taxes and minority interest 1,798
(685) Income taxes . . . . ... ........ R (685)
230. Change in reserve for general banking risks . . . . . (1) Change in reserve for general banking risks . . . . . (1)
240. Income taxes . . . . . ... ... .......... (685) 685
250. Minority interests (62) Net income attributable to minority interest . . . . . (62)
260. Netincome . . . . . .. ... ... ......... 1,050 Netincome . . . . . . . ... ... ......... 1,050

(A) Combination of line items 30.a) “Dividends and other revenues from shares, capital quotas and other equities” and 60 “Profits (losses) on financial transactions” to form
“Profits/(losses) on financial transactions and investment income”.

(B) Combination of line items 30.b) “Dividends and other revenues from equity investments” and 170 “Income (losses) form investments carried at equity” to form “Profits/(losses)
of companies carried at equity and dividends on equity investments”.

(C) Combination of line items 40 “Commission income” and 50 “Commission expense” to form “Net commission and other dealing revenues”.
(D) Combination of line items 70 “Other operating income” and 110 “Other operating expenses” to form “Other operating income, net”.

(E) Combination of line items 120 “Adjustments to loans and provisions for guarantees and commitments”, 130 “Writebacks of adjustments to loans and provisions for guarantees
and commitments” and 140 “Provisions to the allowance for probable loan losses” to form “Adjustments to loans and provisions for guarantees and commitments”.

(F) Combination of line items 150 “Adjustments to financial fixed assets” and 160 “Writebacks of adjustments to financial fixed assets” to form “Adjustments to financial fixed assets,
net”

(G) Breakdown of line item 80.b) ‘Administrative costs—other” into “Other administrative costs” and “Indirect taxes and similar dues”.

(H) Reclassification of dividends from investments in which Group has less than 20% equity stake from “Profits/(losses) of companies carried at equity and dividends on equity
investments” to “Interest income and similar revenues” as they are treated as interest.

(J) Reclassification of income earned from merchant banking and leasing activities from line item 70 “Other operating income” to “Net commission and other dealing revenues” as
it is related to financing activities.

(K) Reclassification of expenses incurred in connection with merchant banking and leasing activities from line item “Other operating income, net” to “Net commission and other
dealing revenues” as they relate to financing activities.
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Exchange Rates

The following table shows, for the periods indicated, certain information regarding the noon

buying rate for the euro, expressed in U.S. dollars per euro.

At Period
Year ended December 31, High Low Average(1) End
1090 . . e 1.1812 1.0016  1.0588 1.0070
2000 . . . e 1.0335 0.8270  0.9207 0.9388
2000 . . e 0.9535 0.8425  0.8909 0.8901
2002 . . e 1.0485 0.8594  0.9495 1.0485
2003 . . e 1.2597 1.0361 1.1411 1.2597
2004 (through June 15, 2004) 1.2853 1.1801 1.2253 1.2139

(1) Average of the rates for the last business day of each month in the period.

The following table shows the high and low exchange rates between the euro and the U.S. dollar,

expressed in U.S. dollars per euro, during the last six months:

Month High

January 2004 . . . ... 1.2853
February 2004 . . ... e 1.2848
March 2004 . . . .. 1.2431
April 2004 . . .o 1.2358
May 2004 . . . oo 1.2274
June 2004 (through June 15, 2004) . .. ... ... 1.2320

Low

1.2389
1.2426
1.2088
1.1802
1.1801
1.2011

Beginning January 4, 1999, the Shares commenced trading on the mercato telematico azionario

(“Telematico™), managed by Borsa Italiana S.p.A. (“Borsa Italiana”) in euro. Fluctuations in the

exchange rate between the euro and the U.S. dollar will affect the U.S. dollar equivalent of the euro
price of the Shares and the price of the Sanpaolo IMI American Depositary Shares (“ADSs”) on the

New York Stock Exchange (“NYSE”). Cash dividends will be paid by Sanpaolo IMI in euro, and

exchange rate fluctuations will also affect the U.S. dollar amounts received by owners of ADSs upon

conversion by the depositary of dividends on the underlying Sanpaolo IMI Shares.

B. Selected Statistical Information

Average Balances and Interest Rates

The following tables show, on the basis of Sanpaolo IMI’s reclassified financial statements average
balances and interest rates for the Group for the years ended December 31, 2003, 2002 and 2001. For
purposes of these tables, (i) average balances have been determined based on daily figures for interest-
earning assets and interest-bearing liabilities of Sanpaolo IMI, Sanpaolo Banco di Napoli S.p.A., Banca
Fideuram S.p.A. (“Banca Fideuram”), Banca Opi S.p.A. (“Banca Opi”), Banca Popolare dell’ Adriatico
S.p.A., Cassa di Risparmio di Padova e Rovigo S.p.A., Cassa di Risparmio di Venezia S.p.A., Cassa di
Risparmio in Bologna S.p.A., and Friulcassa S.p.A., and on quarterly figures for all the other assets and
liabilities of the Group; management believes that the average figures below present substantially the
same trend as would be presented by daily averages; (ii) interest income and expense in the following
tables vary from the amounts presented in the Consolidated Financial Statements (see footnotes to
tables below for further details); (iii) tax-exempt income has not been calculated on a tax-equivalent
basis because the effect of such calculations would not be significant; and (iv) the average balance of
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non-accruing loans has been included in the average balance of non-interest-earning assets (see
footnotes to tables below for further details).

Year ended December 31,
2003 2002(1) 2001

Average Average Average Average Average Average
Balance Interest(2) Yield Balance Interest(2) Yield Balance Interest(2) Yield

(millions of €, except percentages)

Assets:
Interest-earning assets
Loans and leases to non-credit

institutions . . . . ........... 116,659 6,034 5.17%116,467 6,756 5.80% 89,839 5,721 6.37%
—Euro . ................ 109,224 5,790 5.30%105,796 6,386 6.04% 79,444 5,214 6.56%
—Noneuro . ............. 7,435 244 3.28% 10,671 370 347% 10,395 507 4.88%
Interest-earning deposits and loans
to credit institutions . . . ... ... 12,452 260 2.09% 12,120 399 3.29% 15,388 654 4.25%
—FEuro................. 7,095 161 2.27% 11,421 386 3.38% 13,417 564 4.20%
—Noneuro .............. 5,357 99 1.85% 699 13 1.86% 1,971 90 4.57%
Reverse repurchase agreements . . . 10,787 253 2.35% 5,992 185 3.09% 2,798 126 4.50%
—FEuro................. 10,281 247 2.40% 5,264 173 3.29% 2,201 98 4.45%
—Noneuro .............. 506 6 1.19% 728 12 1.65% 597 28 4.69%
Trading account securities and
investment . . . ............ 14,528 460 3.17% 16,722 726 434% 14,563 743 5.10%
—Euro . ................ 11,559 385 3.33% 12,393 575 4.64% 10,253 507 4.94%
—Noneuro . ............. 2,969 75 2.53% 4,329 151 349% 4,310 236 5.48%
Other interest-earning assets from
Banco di Napoli(3) ......... 1,551 58 3.74% 2,735 100 3.66% 3,874 196 5.06%
Total interest-earning assets . . . . . 155,977 7,065 4.53%154,036 8,166 5.30% 126,462 7,440 5.88%
—FEuro................. 139,710 6,641 4.75%137,609 7,620 5.54% 109,189 6,579 6.03%
—Noneuro . ............. 16,267 424 2.61% 16,427 546 332% 17,273 861 4.98%
Non-interest-earning assets(4) . . . . 47,004 53,329 45,047
Total assets . .............. 202,981 207,365 171,509

(1) Certain items for the year ended December 31, 2002 have been reclassified in order to make them consistent with and
comparable to the methodology used for preparing the average balances and yields for the year ended December 31, 2003.
These changes include the reclassification of the former Cardine Group’s non-accruing loans from interest-earning assets to
non-interest-earning assets, as well as, within interest-earning assets, the reclassification of capitalization certificates from
securities to loans.

(2) Total interest income varies by €378 million, €527 million and €576 million from income as shown in the consolidated
financial statements for the years ended December 31, 2003, 2002 and 2001, respectively, due to the following differences:

a. reclassification of interest income of Banca IMI that relates to securities dealing activities of €402 million, €447 million
and €538 million in 2003, 2002 and 2001, respectively;

b. reclassification of interest income (and expense) on derivatives contracts hedging interest rate risk, which in the
consolidated financial statements are netted together, but which in the above table are netted against interest income
(or expense) of the respective assets or liabilities hedged by the derivatives. Such amounts decreased interest income
and increase interest expense by €24 million, €80 million and €42 million in 2003, 2002 and 2001, respectively; and

c. reclassification of certain dividends from investments in which Sanpaolo IMI has a less than 20% stake of €4 million in
2001.

(3) This line item comprises the credits from Societa per la Gestione delle Attivita (“SGA”). SGA is the company established to
recover non-performing loans of Banco di Napoli. See Note 19 to the Consolidated Financial Statements on page F-117.
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(4) For the years ended December 31, 2003 and 2002, the average balance of non-accruing loans is included in the average
balance of non-interest earning assets. For the year ended December 31, 2001, the average balance of non-accruing loans is
included in the average balance of loans and leases to non-credit institutions.

Year ended December 31,
2003 2002 2001

Average Average Average Average Average Average
Balance Interest(1) Rate Balance Interest(l1) Rate Balance Interest(l1) Rate

(millions of €, except percentages)

Liabilities and shareholders’ equity:

Interest-bearing liabilities

Short-term borrowings and
medium- and long-term debt

from non-credit institutions . ... 66,822 763 1.14% 66,888 1,022 1.53% 52,586 1,319 2.51%
—FEuro . .......... ... ... 61,644 682 1.11% 60,742 866 1.43% 45,291 1,032 2.28%
—Non Euro. . ............ 5,178 81 1.56% 6,146 156 2.54% 7,295 287 3.93%

Deposits, short-term borrowings
and medium- and long-term debt

from credit institutions . . .. ... 24,177 576 2.38% 19,643 596 3.03% 18,014 847 4.70%
—Euro . ................ 15,938 393 247% 12,792 416 3.25% 10,725 514 4.79%
—Non Euro. ............. 8,239 183 2.22% 6,851 180 2.63% 7,289 333 4.57%

Repurchase agreements . . . ... .. 11,214 248 2.21% 8,671 290 3.34% 7,109 313 4.40%
—Euro . ................ 11,214 248 221% 8,671 290 334% 7,109 313 4.40%
—Non Euro. ............. — — n.a. — — n.a. — — n.a.

Securities and subordinated
liabilities(2) . . ............ 50,010 1,762 3.52% 54,085 2,485 459% 42,035 2,173 5.17%
—Euro . ............. ... 48,526 1,723 3.55% 51,864 2,406 4.64% 39,225 2,017 5.14%
—Noneuro . ............. 1,484 39 2.63% 2,221 79 3.56% 2,810 156 5.55%

Total interest-bearing liabilities . . . 152,223 3,349 2.20% 149,287 4,393 2.94% 119,744 4,652 3.88%
—Euro . ............. ... 137,322 3,046 2.22% 134,069 3,978 2.97% 102,350 3,876 3.79%
—Non-Euro. . ............ 14,901 303 2.03% 15,218 415 2.73% 17,394 776 4.46%

Non-interest-bearing liabilities:

Other liabilities . . ........... 39,596 46,853 43,255

Minority interest in consolidated
subsidiaries . . ............ 313 490 742

Total non-interest-bearing liabilities 39,909 47,343 43,997

Shareholders’ equity:

Common shares . . . .......... 5,144 5,144 3,931

Other shareholders’ equity . . . ... 5,705 5,591 3,837

Total shareholders’ equity(3) . . . . . 10,849 10,735 7,768

Total liabilities and shareholders’
equity . . .. ... 202,981 207,365 171,509

(1) Total interest expense varies by €352 million, €562 million and €674 million from expense as shown in the Consolidated
Financial Statements for the years ended December 31, 2003, 2002 and 2001, respectively, due to the following differences:

a. reclassification of interest expense of Banca IMI that relates to securities dealing activities of €376 million, €482 million
and €632 million in 2003, 2002 and 2001, respectively; and

b. reclassification of interest income (and expense) on derivatives contracts hedging interest rate risk, which in the
consolidated financial statements are netted together, but which in the above table are netted against interest income
(or expense) of the respective assets or liabilities hedged by the derivatives. Such amounts decrease interest income and
increase interest expense by €24 million, €80 million and €42 million in 2003, 2002 and 2001, respectively.

(2) This item comprises issued debt securities and subordinated debt.

(3) Average shareholders’ equity includes net income.
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Change in Net Interest Income—Volume and Rate Analysis

The following table shows the allocation, by category of interest-earning assets and interest-bearing
liabilities and by currency, of changes in the Group’s net interest income among changes in average
volume, changes in average rate and changes in rate/volume for the year ended December 31, 2003
compared to the year ended December 31, 2002 and for the year ended December 31, 2002 compared
to the year ended December 31, 2001.

Year ended December 31,

2003/2002 2002/2001
Increase/(decrease) due to changes in Increase/(decrease) due to changes in
Volume/ Net Volume/ Net

Volume(1) Rate(2) Rate(3) Change(4) Volume(l) Rate(2) Rate(3) Change(4)
(millions of €)

Interest Income

Loans and leases to non-credit institutions . 11 (734) 1 (722) 1,696 (512)  (149) 1,035
—Euro ....... .. . . o L 207 (783)  (20) (596) 1,729 (413)  (144) 1,172
—Non-Euro . . ................. (112) (20) 6 (126) 13 (147) 3) (137)

Interest earning deposits and loans to credit
institutions . . .. ... .. L L L. 11 (145) Q) (139) (139) (148) 32 (255)
—Euro ....... . Lo o oo (146) (127) 48 (225) (84) (110) 16 (178)
—Non-Euro . .. ....... ... .. ... 87 0 1) 86 (58) (53) 34 (77)

Reverse repurchase agreements . ... .. .. 148 (44)  (36) 68 144 39) (46) 59
—Euro ....... . o o oL 165 “47n 74 136 (26) (35) 75
—Non-Euro . .. ....... ... .. ... 4) 3) 1 (6) 6 (18) “4) (16)

Trading account securities and investment . . (95) (196) 25 (266) 110 (111) (16) 17)
—Euro ....... . Lo o oo (39) (162) 11 (190) 106 (31) @) 68
—Non-Euro . .. ....... ... .. ... (47) (42) 13 (76) 1 (86) 0 (85)

Other interest earnings from Banco di
Napoli(S) . . . ....... ... . (43) 2 1) (42) (58) (54) 16 (96)

Total interest income . . .. ........... 103 (1,186)  (18) (1,101) 1,621 (733)  (162) 726
—FEuro ....... ... o L 116 (1,087) ®) 979) 1,714 (535)  (138) 1,041
—Non-Euro . . ................. ) (117) 0 (122) (42) (287) 14 (315)

Interest Expense
Short-term borrowings and medium- and
long-term debt from non-credit

institutions . . ... ... ... (1) (261) 3 (259) 359 (515)  (141) (297)
—BUIO ot 13 (194 (3 (184) 352 (385)  (133) (166)
—NOn-BUrO . . ..o (25) (60) 10 (75) @4s5)  (101) 15 (131)

Deposits, short-term borrowings and
medium- and long-term debt from

institutions . . .. ... . L L L 137 (128)  (29) (20) 71 (301) (27) (251)
—Euro ....... . . oL 102 (100)  (25) (23) 99 (165) (32) (98)
—Non-Euro . . ........ ... ... . 37 (28) (6) 3 (20) (141) 8 (153)
Repurchase agreements . . ........... 85 “98) (29 (42) 69 (75) 17 (23)
—Euro ...... ... oo 85 98)  (29) (42) 69 (75) (17) (23)
—Non-Euro . . ................. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Securities and subordinated liabilities(6) . . . (187) (579) 43 (723) 623 (244) (67) 312
—Euro ....... . . o oo (155) (565) 37 (683) 650 (196) (65) 389
—Non-Euro . . ................. (26) (21) 7 (40) (33) (56) 12 (77)
Total interest expense: . . .. .......... 86 (1,105)  (25) (1,044) 1,146 (1,126)  (279) (259)
—Euro ....... . . o oo 97 (1,006)  (23) (932) 1,202 (839) (261) 102
—Non-Euro . . ................. ) (107) 4 (112) 97) (301) 37 (361)

(1) Volume: corresponds to the average balance for the year minus the average balance for the previous year, multiplied by the
average yield for such year.

(2) Rate: corresponds to the average yield for the year minus the average yield for the previous year, multiplied by the average
balance for such year.
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(3) Volume/Rate: corresponds to “Net Change” minus “Volume” and minus “Rate”.
(4) Net Change: corresponds to the interest for the year minus the interest for the previous year.

(5) This line item comprises interest from SGA. SGA is the company established to recover non-performing loans of Banco di
Napoli. See Note 19 to the Consolidated Financial Statements on page F-117.

(6) This item comprises senior debt securities and subordinated debt.

Interest-Earning Assets: Margin and Spread

The following table shows the Group’s average yield, net yield and spread, including the effect of
hedging, for the years ended December 31, 2003, 2002 and 2001.

Year ended
December 31,

2003 2002 2001

(percentages)
Average yield(1) . . ..ot 453 530 5.88
—EUTO . . e 475 554 6.03
—INON-CUIO . . ettt e e e e e e 2.61 332 4098
Net Vield(2) . oot e e 238 245 220
—EUTO . . e 257 265 248
—INON-CUIO . . ettt e e e e e e 0.74 0.80 0.49
Spread(3) . .o 233 236 2.00
—EUTO . . e 253 257 224
—INON-CUIO . . .ttt e e e e e e 058 0.59 0.52

(1) Average yield is interest income as a percentage of average interest-earning assets.
(2) Net yield is net interest income as a percentage of average interest-earning assets.

(3) Spread is the difference between average yield and the average cost of interest-bearing liabilities.

Return on Equity and Assets

The following table shows certain selected financial ratios which have been derived from average
balance sheet information and the Consolidated Financial Statements.

Year ended December 31,
2003 2002 2001

(percentages)
Net income as percentage of:
Average total assets . . .. ... e 048 043 0.70
Average shareholders’ equity(1) . ......... ... 896 828 1549
Dividends as percentage of netincome . ............... ... ... ...... 58.21 49.18 66.28
Average shareholders’ equity as a percentage of average total assets(1) ....... 534 518 453

(1) Average shareholders’ equity includes net income.

Securities Portfolio

At December 31, 2003, securities held by the Group were carried on the Group’s consolidated
balance sheet at a book value of €25,258 million, representing 12.47% of its total assets. The aggregate
book value and the aggregate market value of securities held by the Group issued by the Italian
government and Italian government agencies were €12,519 million, and €9,019 million, respectively, at
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December 31, 2003, and €12,583 million and €9,101 million, respectively, at December 31, 2002. The
Group does not otherwise hold securities issued or guaranteed by any one entity or obligor, other than
the Italian government, whose carrying value represents more than 10% of consolidated shareholders’
equity determined under Italian GAAP.

Book and fair value

The following table shows the book value and the fair value of the Group’s securities by type and
domicile of issuer at the dates indicated. For a discussion of how the Group values its securities, see
Note 9 on page F-11 to the Consolidated Financial Statements.

Year ended December 31,
2003 2002 2001

Fair Fair Fair
Book Value Value Book Value Value Book Value Value

(millions of €)

Domestic:
Government . .. ........ 12,519 12,583 9,019 9,101 11,343 11,369
Corporate and other securities ............ 5,299 5,325 3,756 3,787 2,723 2,731
Equities and others(1) .................. 1,210 1,210 1,593 1,594 1,039 1,039
Total domestic . .............v ..., 19,028 19,118 14,368 14,482 15,105 15,139
International:
Government . .. ...t 1,319 1,322 2,075 2,092 1,738 1,743
Corporate and other securities ............ 3,374 3,385 5,115 5,124 4,785 4,802
Equities and others(1) .................. 1,537 1,542 1,002 1,005 489 490
Total international . .................... 6,230 6,249 8192 8,221 7,012 7,035
Total Securities . . . ... 25,258 25,367 22,560 22,703 22,117 22,174

(1) This line item excludes treasury Shares held by the Group at December 31, 2003, 2002 and 2001
with a book value of €34 million, €31 million, €304 million, respectively, and a fair value of
€34 million, €31 million, €221 million, respectively.
Maturity and weighted average yield

The following table shows the maturities and weighted average yield of the securities held by the
Group by type and domicile of issuer at December 31, 2003. The yield on tax-exempt obligations has
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not been calculated on a tax-equivalent basis because the effect of such a calculation would not be
significant.

At December 31, 2003

Amount(1)
maturing
Maturing Maturing between Maturing
within between one five years after Total

one year  and five years and ten years ten years amount

(millions of €, except percentages)

Domestic:
Government ............... ..., 3,643 6,591 1,831 454 12,519
Corporate and other securities .......... 1,032 3,127 899 241 5,299
Equities and others .................. 1,210(2) — — = 1,210
Total domestic . .. ................... 5,885 9,718 2,730 695 19,028

International:
Government .. ........ ... 292 419 531 77 1,319
Corporate and other securities . ......... 1,115 1,756 402 101 3,374
Equities and others . ................. 1,537(2) — — = 1,537
Total international . .................. 2,944 2,175 933 178 6,230
Total Securities . .................... 8,829 11,893 3,603 873 25,258
Total Securities (market value) .......... 8,906 11,904 3,667 890 25,367
Weighted average yield(3) ............. 2.88% 3.60% 3.84% 3.80% 3.45%

(1) Based on book value unless otherwise indicated.
(2) Not subject to maturity. Customarily classified in this column.

(3) Based on book value.

Loan Portfolio

The Group’s loan portfolio includes securities purchased under agreements to resell and loans to
other banks. Loans, including principal not yet due and principal and interest due but not yet collected,
are stated at their net carrying amount, taking into account the financial condition of borrowers in
difficulty and any debt-servicing problems faced by individual industrial sectors or the country in which
such borrowers are residents, See “—Risk Elements in the Loan Portfolio—Non-accrual of interest” on
page 47 below and Note 9 to the Consolidated Financial Statements on page F-11. The assessment
performed also takes into consideration any guarantees received, market prices (where applicable) and
general difficulties experienced by the different categories of borrowers. Net carrying amount is
determined following a detailed review of loans outstanding during the year, considering the degree of
risk associated with the various forms of lending and the risk of default inherent in loans that are
currently performing normally. The net carrying amount of doubtful loans, excluding loan exposed to
country risk, takes into consideration not only the likelihood of eventual recovery, but also any total or
partial failure to generate income and delayed repayments of doubtful loans. These value adjustments
are made directly to the loan value, and not against any reserve account.

When it has been determined that a loan is impaired, the Group makes either a value adjustment
to the loan, which is charged directly to income, or a provision, which is charged to income through the
allowance for probable loan losses. See “—Risk Elements in the Loan Portfolio—Allowance for
probable loan losses and value adjustments to Loans” on page 51 below. In this Selected Statistical
Information section, the term “net loans” refers to the amount of loans shown on the face of the
balance sheet. Net loans are net of any value adjustments (losses charged directly to income) and net
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of any allowance for probable loan losses. The term “total loans” refers to loans net of any value
adjustments, but before deduction of the allowance for probable loan losses. Total loans do not appear
on the face of the balance sheet, but are set forth under “Total loans to customers” and “Total loans to
banks” in Note 11 to the Consolidated Financial Statements.

At December 31, 2003, the Group’s net loans amounted to €146,877 million (72.50% of total
assets). The allowance for loan losses amounted to €4,930 million (3.25% of total loans). Total domestic
loans amounted to €125,676 million (82.79% of total loans), while total international loans amounted to
€26,131 million. At December 31, 2003, secured loans to customers other than banks amounted to
€62,205 million, equal to approximately 42.35% of the Group’s total net loans. In addition to loans, at
December 31, 2003 the Group had loan commitments (certain and not certain to be called) amounting
to €25,839 million and guarantees amounting to €19,912 million.

Loans by Location and Type of Borrower

The following table shows, at the dates indicated, the Group’s total loans divided into domestic
and international loans, broken down by loans to the public sector, banks and other private sector
customers.

At December 31,

2003 2002
% of % of
Total Total Net Total Total Net
loans loans Allowance loans(1) loans loans Allowance loans(1)
(a) (b) (a-b) (a) (b) (a-b)
(millions of €, except for percentages)
Domestic:
Government and other public entities . 13,479 8.88 47 13,432 13,065 8.52 15 13,050
Banks and credit institutions . ...... 6,874 4.53 2 6,872 5,132 3.35 2 5,130
Non-financial business . . . ......... 98,577(2) 64.94 4519 94,058(3) 92,882(6) 60.57 4,041 88,841(7)
Other . ......... .. ... ...... 6,746 4.44 108 6,638 10,030 6.54 114 9,916
Total domestic . . ............... 125,676 82.79 4,676 121,000 121,109 7898 4,172 116,937
International:
Government . ................. 398 0.26 4 394 438 0.29 7 431
Banks and credit institutions . ... ... 15,430 10.16 25 15,405 16,904 11.02 34 16,870
Other ......... ... ... .. ..... 10,303(4) 6.79 225 10,078(5) 14,886(8) 9.71 423 14,463(9)
Total international . ............. 26,131 17.21 254 25,877 32,228 21.02 464 31,764
Total domestic and international . ... 151,807 100.00 4,930 146,877 153,337 100.00 4,636 148,701
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At December 31,

2001 2000
% of % of
Total Total Net Total Total Net
loans loans Allowance loans(1) loans loans Allowance loans(1)
(a) (b) (a-b) (a) (b) (a-b)
(millions of €, except for percentages)
Domestic:
Government and other public
entities . . . ... ... ..., 11,957 9.81 9 11,948 11,948 9.83 3 11,945
Banks and credit institutions . . . . . 8,718 7.15 1 8,717 9,863 8.12 1 9,862
Non-financial business . ........ 61,395(10) 50.37 2,761 58,634(11) 62,654(14) 51.57 3,253 59,401(16)
(15)
Other .................... 10,150 8.33 115 10,035 10,325 8.50 94 10,231
Total domestic . ............. 92,220 75.65 2,886 89,334 94,790 78.02 3,351 91,439
International:
Government . . .............. 595 0.49 8 587 818 0.67 7 811
Banks and credit institutions . . . . . 12,891 10.58 36 12,855 9,281 7.64 24 9,257
Other .................... 16,192(12) 13.28 341 15,851(13) 16,602(17) 13.67 284 16,318(18)
Total international ........... 29,678 24.35 385 29,293 26,701 21.98 315 26,386
Total domestic and international . . 121,898 100.00 3,271 118,627 121,491 100.00 3,666 117,825
At December 31, 1999
Total % of Total
loans loans Allowance  Net loans(1)
(a) (b) (a-b)
(millions of €)
Domestic:
Government and other public entities . ............... 9,487 9.60 1 9,486
Banks and credit institutions . . . . ........ .. ... .. . ... 10,264 10.39 1 10,263
Non-financial business . ............... .. ......... 50,500(19) 51.13 2,986 47,514
Other . ... 3,996 4.05 129 3,867
Total domestic . . ... ... ... ... ... . . ... ... 74,247 75.17 3,117 71,130
International:
GOVernment . . ... ...ttt e 463 0.47 9 454
Banks and credit institutions . . . . ......... ... . ... ... 12,048 12.20 167 11,881
Other . ... e 12,018(19) 12.17 165 11,853
Total international . . . ........................... 24,529(20) 24.83 341 24,188
Total domestic and international . . . ... .............. 98,776 100.00 3,458 95,318

(1) As appears on the face of the consolidated balance sheet on page F-3.

(2) Comprises: Manufacturing €28,797 million, Wholesale and retail €26,811 million, Building and
construction industry €7,779 million, Transportation €4,839 million, Agriculture €2,334 million,
Communications €1,742 million and Non-commercial loans and mortgages to individuals

(©)

€26,275 million.

Comprises: Manufacturing €27,385 million, Wholesale and retail €25,588 million, Building and
construction industry €7,098 million, Transportation €4,715 million, Agriculture €2,106 million,
Communications €1,729 million and Non-commercial loans and mortgages to individuals

€25,437 million.
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(4) Comprises: non-financial businesses (€6,287 million), financial institutions (€3,624 million) and
non-commercial loans and mortgages to individuals (€392 million).

(5) Comprises: non-financial businesses (€6,111 million), financial institutions (€3,583 million) and
non-commercial loans and mortgages to individuals (€384 million).

(6) Comprises: manufacturing €29,295 million, wholesale and retail €23,037 million, building and
construction industry €7,230 million, transportation €4,871 million, agriculture €2,271 million,
communications €1,178 million and non-commercial loans and mortgages to individuals
€25,000 million.

(7) Comprises: manufacturing €28,306 million, wholesale and retail €21,802 million, building and
construction industry €6,558 million, transportation €4,790 million, agriculture €2,043 million,
communications €1,171 million and non-commercial loans and mortgages to individuals
€24,171 million.

(8) Comprises: non-financial businesses (€9,319 million), financial institutions (€4,133 million) and
non-commercial loans and mortgages to individuals (€1,434 million).

(9) Comprises: non-financial businesses (€9,010 million), financial institutions (€4,069 million) and
non-commercial loans and mortgages to individuals (€1,384 million).

(10) Comprises: manufacturing €22,168 million, wholesale and retail €14,161 million, building and
construction industry €4,356 million, transportation €2,971 million, agriculture €1,437 million,
communications €1,340 million and non-commercial loans and mortgages to individuals
€14,962 million.

(11) Comprises: manufacturing €21,376 million, wholesale and retail €13,334 million, building and
construction industry €3,832 million, transportation €2,912 million, agriculture €1,264 million,
communications €1,308 million and non-commercial loans and mortgages to individuals
€14,608 million.

(12) Comprises: non-financial businesses (€11,234 million), financial institutions (€3,679 million) and
non-commercial loans and mortgages to individuals (€1,279 million).

(13) Comprises: non-financial businesses (€10,952 million), financial institutions (€3,633 million) and
non-commercial loans and mortgages to individuals (€1,266 million).

(14) Comprises: manufacturing €22,792 million, wholesale and retail €15,475 million, building and
construction industry €4,784 million, transportation €2,468 million, agriculture €1,575 million,
communications €1,431 million and non-commercial loans and mortgages to individuals
€14,129 million.

(15) This balance includes €2.2 billion previously classified as loans to local government and other
public entities, which is more appropriately classified as loans to domestic non-financial businesses.

(16) Comprises: manufacturing €22,131 million, wholesale and retail €14,472 million, building and
construction industry €3,901 million, transportation €2,389 million, agriculture €1,400 million,
communications €1,424 million and non-commercial loans and mortgages to individuals
€13,684 million.

(17) Comprises: non-financial businesses (€10,321 million), financial institutions (€4,538 million) and
non-commercial loans and mortgages to individuals (€1,743 million).

(18) Comprises: non-financial businesses (€10,178 million), financial institutions (€4,534 million) and
non-commercial loans and mortgages to individuals (€1,606 million).
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(19) Breakdowns for domestic non-financial businesses and international: other are not available for

1999.

(20) This balance includes €1.0 billion previously classified as loans to international: government, which

is more appropriately classified as loans to international: other.

Loans by Type of Facility

The following table shows, at the dates indicated, the net loans of the Group by type of facility.

At December 31,

Net loans(1) 2003 2002 2001
(millions of €, except percentages)

Installment loans . ...................... 64,642 44.01% 59,651 40.11% 45,760 38.57%
Other fixed-term loans . .................. 22,791 15.52% 28,024 18.85% 25,509 21.50%
Loanstobanks......................... 12,147  827% 10,326 6.94% 14,800 12.48%
Current account overdrafts .. .............. 17,492 1191% 17,574 11.82% 10,581 8.92%
Reverse repurchase agreements(2)........... 11,815  8.04% 14,262  9.59% 10,482  8.84%
Advances with recourse .................. 2,557  1.74% 3,484 234% 27781 2.34%
Import-export loans . .................... 3,111 2.12% 3,090 2.08% 2,465 2.08%
Finance leases . ........................ 4594 313% 4,266 2.87% 2,253 1.90%
Consumer credit and personal loans . ........ 3433 234% 3,782  254% 1,250 1.05%
Discounted notes . ...................... 943  0.64% 1,067 0.72% 968  0.82%
Factoring loans. . . ......... ... ... ..... 2,105 1.43% 1,717 1.15% 798  0.67%
Subordinated loans(2). . .. ................ 76 0.05% 123 0.08% 49 0.04%
Non-performing loans(2). ................. 1,171 0.80% 1,335 0.90% 931  0.78%
Netloans............ ... .. ... 146,877 100.00 148,701 100.00% 118,627 100.00%

At December 31,

Net loans(1) 2000 1999
(millions of €, except percentages)

Installment loans. . .. ... 45,045  38.23% 37,110  38.93%
Other fixed-term loans .. .......... ... ... o, 27,636  23.46% 14,594 1531%
Loanstobanks . ........... ... . 14,332 12.16% 16,580  17.39%
Current account overdrafts . ........................... 11,732 9.96% 9,681 10.16%
Reverse repurchase agreements(2) . ... ................... 7,767 6.59% 7,334 7.69%
Advances with recourse . . . ........ ... ... .. ... 2,890 245% 2,201 2.31%
Import-export loans. . ............ ... ... . L 2,531 215% 1,579 1.66%
Finance leases . ........... ..t 1,877 1.59% 1,695 1.78%
Consumer credit and personal loans. .. ................... 1,128 0.96% 969 1.02%
Discounted NOtes . .. ... ...ttt 1,090 0.93% 1,089 1.14%
Factoring loans . .. ....... ... ... . . . i i 707 0.60% 721 0.76%
Subordinated loans(2) . . .. ... ... 74 0.06% 71 0.07%
Non-performing loans(2) . .............. .. 1,016 0.86% 1,694 1.78%
Net loans . . ... ... 117,825 100.00% 95,318 100.00%

(1) As appears in the consolidated balance sheet on page F-3.

(2) Includes such loans to banks.
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The following table shows net loans by maturity at December 31, 2003.

At December 31, 2003

Between one and Greater than
Net loans(1) Within one year five years five years Total
S (millions of €, except percentages)
Installment loans . . .. ............ 9,655 12.57% 28,005 73.61% 26,982 84.29% 64,642 44.01%
Other fixed-term loans. . .......... 16,982 22.11% 3,224 8.47% 2,585 8.07% 22,791 15.52%
Loanstobanks . ................ 10,422 13.57% 911  239% 814 2.54% 12,147 8.27%
Current account overdrafts . ....... 17,467 22.74% 23 0.06% 2 0.01% 17,492 11.91%
Reverse repurchase agreements(2) ... 11,815 15.38% 0 0.00% 0 0.00% 11,815 8.04%
Advances with recourse .. ......... 2,556  3.33% 1 0.00% 0 0.00% 2557 1.74%
Import-export loans . . . ........... 2,998  3.90% 70 0.18% 43 0.13% 3,111 212%
Finance leases. . ................ 1,110 145% 2341 6.15% 1,143 357% 4,594 3.13%
Consumer credit and personal loans . . 1,440 1.87% 1,755 4.61% 238 0.74% 3,433 2.34%
Discounted notes . .............. 876 1.14% 67 0.18% 0 0.00% 943  0.64%
Factoring loans . ................ 1,487 194% 448 1.18% 170 0.53% 2,105 1.43%
Subordinated loans(2) . ........... 0 0.00% 36 0.09% 40 0.12% 76  0.05%
Non-performing loans(3) .......... 0 0.00% 1,171 3.08% 0 000% 1,171 0.80%
Netloans . .................... 76,808 100.00% 38,052 100.00% 32,017 100.00% 146,877 100.00%

(1) As appears in the consolidated balance sheet on page F-3.
(2) Includes subordinated loans to banks.

(3) Includes non-performing loans to banks. For purposes of this table, all non-performing loans are
included in the column “Between one and five years”. These numbers refer only to net loans and
therefore differ from the figures for non-performing loans shown under “—Risk Elements in the
Loan Portfolio” below in the table setting forth Total Loans.

A brief description of the facility classifications reflected in these tables follows.

Installment loans include mortgage loans to individuals and private entities, and loans to
government and other public entities and to non-financial businesses.

Mortgage loans consist primarily of (1) residential mortgages to individuals for private residences,
(2) loans to co-operative institutions in the housing industry, and (3) commercial construction loans, all
of which are secured by the underlying real property. Residential mortgages to individuals for private
residences are typically repaid in monthly installments. Loans to co-operative institutions and small
building companies in the housing industry and commercial construction loans secured by the
underlying real property are usually repaid in six-month installments. Retail residential mortgages have
a maximum loan to value ratio of 75% (less than the 80% recommended by current Italian regulations)
with maturities of up to 30 years, at fixed or floating rates of interest (or a combination of the two, at
the customer’s option).

The process for recovering against collateral through the Italian legal system often consists of a
series of judicial auctions, which successively reduce the ultimate potential recovery and which currently
last an average of five and one-half years. Sanpaolo IMI’s policy is to limit the value of each loan to
75% of the value of the premises, in the case of mortgages to individuals and loans to co-operative
institutions and small building companies in the housing industry; up to 50% of the cost of construction
at the time of loan origination, in the case of commercial construction loans; and up to 75% of
renovation costs at the time of loan origination, in the case of mortgage loans to finance renovation
costs. These limits are reduced if appropriate in light of credit analyses performed on each borrower.

30



Sanpaolo IMI believes that the value of the collateral on its mortgage loans covers its exposure, and
takes a provision or adjustment whenever such coverage is no longer deemed to be sufficient.

The other categories of installment loans—loans to government and other public entities, and
loans to non-financial businesses—are medium- and long-term loans, primarily at variable rates and
primarily in euro. Loans to government and other public entities are extended almost exclusively by
Sanpaolo IMI’s subsidiary, Banca OPI, with a particular concentration on financing investments and
infrastructure projects. Loans to government consist primarily of loans to the Italian government and,
to a lesser extent, other governments (mostly OECD members). Loans to other public entities consist
primarily of loans to Italian regional, provincial and municipal governments.

Other fixed-term loans represent single, fixed-term extensions of credit, at fixed rates, with interest
payable at reimbursement of the loan. These loans are generally extended in euro to counterparties in
Italy with initial maturities of less than one year, and may be secured by collateral with a value
commensurate with that of the loan. This type of facility is primarily extended to large corporates,
small- and medium-sized enterprises, small businesses and to a lesser extent to the Italian government
and other public entities.

Loans to banks include all types of loans to banking and credit institutions, with the exception of
repurchase agreements and, to a lesser extent, subordinated loans. These loans consist almost
exclusively of interbank time deposits with terms of less than one year, with the remainder being
demand deposits. These facilities are unsecured.

Current account overdrafts are facilities whereby Sanpaolo IMI agrees on a revocable basis to
extend credit up to a specified limit through a current account of the borrower. The borrower may use
this facility on a revolving basis, making periodic payments and further drawdowns. Although not
generally the case, Sanpaolo IMI may require the current account overdraft to be secured. These
facilities are variable rate, with interest payments debited quarterly to the current account. They are
extended almost exclusively in euro to companies (large corporates, small and medium enterprises, and
small businesses) and households primarily in Italy and to a lesser extent in other OECD countries.

Reverse repurchase agreements are agreements whereby the customer sells securities to Sanpaolo
IMI and agrees to repurchase from Sanpaolo IMI equivalent securities at an agreed price and a stated
time. Securities are generally represented by Italian government or other high-grade securities. This
type of financing is secured by virtue of the Bank having the property rights in the purchased securities.
These reverse repurchase transactions are primarily in euro and generally with a duration of 120 days
or less. Counterparties are primarily OECD banking and credit institutions and secondarily other
financial institutions.

Advances with recourse are extensions of credit on current accounts to non-financial businesses
(large corporates, small and medium enterprises, and small businesses) on presentation of checks,
promissory notes or other negotiable instruments, subject to Sanpaolo IMI’s right to revoke the
extension of credit in the event it is unable to obtain payment on the relevant negotiable instrument.
The instruments presented for payment generally have a maturity of not longer than 12 months.
Interest is fixed-rate and paid in advance. The majority of these extensions of credit are in euro to
counterparties resident in Italy.

Import-export loans consist of letters of credit and other forms of credit documentation typically
used in foreign trade. These facilities generally are in euro, with a maturity of one year or less at fixed
rates, and are secured by irrevocable assignments of the borrower’s related receivables. Counterparties
are generally non-financial businesses (large corporates, small and medium enterprises, and small
businesses) primarily resident in Italy.

Finance leases are extensions of credit which, measured by value, primarily relate to real estate and
industrial machinery, and measured by number of transactions, primarily relate to means of
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transportation. Finance leases are primarily in euro with an initial maturity greater than 24 months and
are secured by the asset that is the subject of the lease. Counterparties are non-financial businesses
(large corporates, small and medium enterprises, and small businesses) primarily resident in Italy.
These extensions of credit are made through specialized subsidiaries of Sanpaolo IMI.

Consumer credit and personal loans are loans in euro with maturities generally between one and
three years and occasionally up to five years, primarily to individuals resident in Italy for consumer and
personal use. Consumer credit loans are generally unsecured.

Discounted notes are extensions of credit in which Sanpaolo IMI in effect purchases at a
discounted rate from the borrower outstanding debt and to the borrower by a third party. These are
short-term exposures, primarily less than one year, at fixed rates in euro to non-financial businesses
(large corporates, small and medium enterprises, and small businesses) resident in Italy.

Factoring loans include both factoring in the strict sense as well as assignments of receivables.
Factoring is a type of financial service whereby a firm sells or transfers title to its accounts receivable to
another party (the factor), which then acts as principal, not as agent. The receivables are sold without
recourse, meaning that the factor must bear the risk of collection. The purchase is made at a discount
to the account’s value. Assignments of receivables represented by invoices or cash orders are essentially
advances on current accounts (with or without recourse) to non-financial businesses (large corporates,
small and medium enterprises, and small businesses) upon presentation of the relevant documents. The
majority of these exposures are in euro at fixed rates to companies resident in Italy, primarily with
maturities of less than one year.

Subordinated loans are junior in priority to other debt, i.e., repayable only after other debts with a
higher claim on assets of the debtor have been satisfied. A subordinated creditor thus assumes more
risk than a non-subordinated creditor. Subordinated loans are made in euro, primarily at variable rates,
to Italian and other European banks and financial institutions, with a maturity of not less than five
years.

Non-performing loans (sofferenze) are loans to borrowers who are bankrupt (even in the absence of
a court ruling to that effect) or in substantially equivalent condition, without regard to any financial
loss projections prepared by the borrower. Non-performing loan exposures are primarily in euro to
counterparties resident in Italy, primarily non-financial businesses (large corporates, small and medium
enterprises, and small businesses). The amount shown in this line item in the tables above represent the
total amount of non-performing loans of the Group, net of value adjustments to the unsecured portion
of such loans.

Loans by Category of Borrower

At December 31, 2003, the largest 20 total exposures accounted for 19.58% of Sanpaolo IMI
Group’s total loan portfolio while the largest 50 total loan exposures accounted for 26.10%.

The largest exposure relates to loans granted to the Italian government. The loans granted to the
Italian government as of December 31, 2003, were €7.2 billion, increasing to €12.7 billion (which
includes €1.01 billion of Italian government guarantees extended in connection with SGA, see Note 19
to the Consolidated Financial Statements of page F-117) if guarantees of the Italian government
provided to Sanpaolo IMI in respect of borrowers other than governmental entities are taken into
account. At December 31, 2003 the loans granted to the Italian government, without taking into
account the guarantees of the Italian government for non-governmental borrowers, accounted for
4.87% of Sanpaolo IMI Group’s net loans.

At December 31, 2003, the Group had three “significant risk exposures”, defined by the Bank of
Italy as risk-weighted exposures that exceeded 10% of consolidated shareholders’ equity for supervisory

32



purposes. See Item 4. “C. Business Overview—Italian Banking Regulation and Corporate Governance
Principles—Lending Limits” on page 91 below.

The Group’s three “significant risk exposures” for supervisory purposes as of December 31, 2003
amounted to a total of €7.29 billion and related to major Italian oil and gas, utilities and transportation

groups.

The following table shows, at the dates indicated, the distribution of the Group’s net loans by

category of borrower:

Loans by category of borrower

Net Loans(1)

Governments ... ...
Other public entities . . . .............

Total government and other public
entities . . . ....... .. .. ... .. ...

Banks and credit institutions . .........
Total banks and credit institutions . . ...

Building and construction . ...........
Wholesale and retail . . ..............
Manufacturing .. .......... .. ... ...
Communications(3) . .. ..............
Transportation . ...................
Agriculture . . . ... ... L oL oL
Foreign non-financial businesses . ... ...

Total non-financial companies and small
businesses. .. ...................

Non-bank financial institutions ........
Total non-bank financial institutions . . . .

Non-commercial loans and mortgages to
individuals . ....................

At December 31,

2003 2002 2001
(millions of €, except percentages)

7,551 5.14% 7,237 4.87% 5,342 4.50%
6,275 4.27% 6,244 4.20% 7,193 6.07%
13,826 9.41% 13,481 9.07% 12,535  10.57%
22277  1517% 22,000 14.79% 21,571 18.18%
22,277  15.17% 22,000 14.79% 21,571  18.18%
7,098 4.83% 6,558 4.41% 3,832 3.23%
25,588  17.42% 21,802 14.66% 13,334 11.24%
27,385  18.65% 28,306  19.04% 21,376  18.02%
1,729 1.18% 1,171 0.79% 1,308 1.10%
4,715 321% 4,790 3.22% 2,912 2.46%
2,106 1.43% 2,043 1.37% 1,264 1.07%
6,111 4.16% 9,010 6.06% 10,952 9.23%
74,732  50.88% 73,680 49.55% 54,978  46.35%
10,221 6.96% 13,985 9.40% 13,669 11.52%
10,221 6.96% 13,985 9.40% 13,669  11.52%
24964  17.00% 24,586  16.53% 15,489  13.06%
857 0.58% 969 0.65% 385 0.32%
25,821  17.58% 25,555 17.19% 15,874  13.38%
146,877 100.00% 148,701 100.00% 118,627 100.00%
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At December 31,

Net Loans(1) 2000(2) 1999
(millions of €, except percentages)

GOVEINMENTS . . v v ot e e e e e e e e e e e e e 5,093 4.32% 4,471 4.69%
Other public entities . . .......... ... ... 7,663 6.50% 5,469 5.74%
Total government and other public entities . . . ... .......... 12,756 10.82% 9,940 10.43%
Banks and credit institutions . ............. ... ... . ..., 19,119 16.23% 22,144  23.23%
Total banks and credit institutions . . . ... ................ 19,119 16.23% 22,144  23.23%
Building and construction . ........... ... ... o ... 3,901 331% 3,711 3.89%
Wholesale and retail . .............. ... ... .. ........ 14,472 1228% 11,353 11.91%
Manufacturing. . ... ... ... 22,131 18.78% 17,081 17.92%
Communications(3) . . ... ...ttt 1,424 121% 1,389 1.46%
Transportation. . . . ... ... e 2,389 2.03% 1,592 1.67%
Agriculture . ... ... 1,400 1.19% 865 0.91%
Foreign non-financial businesses . . .. .................... 10,178 8.64% 7,269 7.63%
Total non-financial companies and small businesses . ........ 55,895 47.44% 43,260 45.39%
Non-bank financial institutions . . . . ..................... 14,765 12.53% 6,751 7.08%
Total non-bank financial institutions .................... 14,765 12.53% 6,751 7.08%
Non-commercial loans and mortgages to individuals ......... 14,736 1251% 12,361  12.97%
Other . ..o 554 0.47% 862 0.90%
Other . .. ... . e 15,290 12.98% 13,223  13.87%

Total . . ... ... . 117,825 100.0% 95,318 100.00%

(1) As appears on the face of the consolidated balance sheet on page F-3.

(2) The categories included for 2000 are reclassified to take into account the classifications used by

Banca OPI to provide a more consistent comparison.

(3) Includes telecommunications.

For purposes of its loan and credit risk management policy, Sanpaolo IMI groups borrowers into

five main categories: (i) government and other public entities; (ii) banks and credit institutions;

(iii) non-financial companies and small businesses; (iv) non-banking financial institutions; and (v) loans
to individuals and others. A brief description of these categories of borrowers follows. For a summary
of Sanpaolo IMI’s loan and credit risk management policy, see Item 11 “Credit Risk Management and
Control” on page 221 below.

Governments and other public entities

This category consists of two sub-categories, “governments” and “other public entities”.
Governments consist of the Republic of Italy, which accounts for the majority of the exposure to this
sub-category, and foreign countries, primarily OECD members. Other public entities consist of Italian
regions, provinces and cities.

Sanpaolo IMI extends credit to governments and other public entities almost exclusively through
its subsidiary, Banca OPI, with a particular focus on financing investments and infrastructure projects.

The primary type of facility for this category of borrowers is installment loans and, to a much
lesser extent, other fixed-term loans. Both types of credit extensions to governments and other public
entities are in the majority of cases secured by guarantees of the Republic of Italy or other forms of
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security, such as pledges of or escrow arrangements with respect to such receivables as, typically, tax
receipts. Loans to this category of borrowers are generally considered to present a relatively moderate
credit risk.

Banks and credit institutions

Borrowers in this category include Italian and foreign institutions that take deposits and extend
credit. In the last few years loans to banks and credit institutions have been made primarily to foreign
institutions in the euro zone. The principal types of facility extend to this category of borrowers are
loans to banks and reverse repurchase agreements.

Non-financial companies and small businesses

This category consists of large corporates, small and medium enterprises, and small businesses, and
is divided into seven sub-categories of economic activity: (i) building and construction, (ii) wholesale
and retail, (iii) manufacturing, (iv) communications, (v) transportation, (vi) agriculture and (vii) foreign
non-financial businesses.

Building and construction includes residential and commercial real estate developments, and public
works project and engineering companies. Loans to the latter sector are made by Banca OPI and are
considered to present a greater credit risk than Banca OPI’s other main category of borrowers.

Wholesale and retail includes wholesale and retail trading companies as well as commercial agents
and other intermediaries.

Manufacturing includes companies in the energy, mining and extraction, chemical, industrial
machinery and transport production, food, textiles, paper, plastic, rubber and lumber sectors and, to a
limited extent, the electronic information technology sectors.

Communications includes telecommunications companies.

Transportation includes road transport and railway companies, maritime and internal shipping
lines, passenger and cargo airlines, oil and gas pipelines, and related transportation services such as
travel agencies, and warehouse and custody services.

Agriculture includes livestock farming, fishing and forestry.

Foreign non-financial businesses are grouped into a single category of borrowers. Extensions of
credit to this category consist primarily of import-export loans.

Extensions of credit to non-financial companies and small businesses are made in the form of
installment loans, discounted notes, finance leases, other fixed-term loans, advances with recourse and
factoring.

Financial institutions other than banks

This category includes securities firms (broker-dealers), insurance, leasing and factoring companies.
Extensions of credit to non-bank financial institutions consist primarily of reverse repurchase
agreements and other fixed-term loans.

Other

This category includes loans to individuals and to families for non-commercial purposes, as well as
to non-profit organizations. Extensions of credit to this category consist primarily of installment loans,
current account overdrafts and personal loans.
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Loans by Geographic Area

The following table shows, at the dates indicated, the geographic distribution of net loans
(including securities purchased under agreement to resell and loans to banks) by general location of the
customer as reported to the Bank of Italy:

Net loans(1)

Loans to residents(2):
Northern Italy

Central Italy. . . . ............
Southern Italy. . . . ...........

Total to residents(2) . .. ........
Loans to non-residents(2) . . . . ... ..

Total to residents and non-residents . . .

At December 31,

2003 2002 2001 2000 1999
(millions of €, except percentages)
74,803  61.8% 70,375 60.2% 45359 50.8% 42,460 46.4% 42,646 59.8%
28,024  232% 22,100 189% 18,927 212% 22876 25.0% 21,445 30.1%
18,173  15.0% 24,462 209% 25,049 28.0% 26,132 28.6% 7,238 10.1%
121,000 100.0% 116,937 100.0% 89,335 100.0% 91,468 100.0% 71,329 100.0%
25,877 31,764 29,292 26,357 23,989
146,877 148,701 118,627 117,825 95,318

(1) Net loans are total loans net of any value adjustments and net of any allowance for probable loan losses. The amount of net
loans is the loan amount that appears on the face of the balance sheet.

(2) Including banks.

Interest Rate Sensitivity

The following table shows, at the dates indicated, a breakdown of the amounts outstanding of fixed
rate and floating rate loans due after one year.

Net loans(1)

At December 31, 2003

Domestic  International Total
(millions of €)
22,251 704 22,955
42,402 4,712 47,114
64,653 5,416 70,069

At December 31, 2002

Domestic  International Total
(millions of €)

21,593 2,713 24,306

37,491 4,564 42,055

59,084 7,277 66,361

At December 31, 2001

Domestic  International Total
(millions of €)

17,517 6,733 24,250

27,693 1,423 29,116

45,210 8,156 53,366

(1) Net loans are total loans net of any value adjustments and net of any allowance for probable loan
losses. The amount of net loans is the loan amount that appears on the face of the balance sheet.
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Foreign Country Outstandings

For the years ended December 31, 2003, 2002 and 2001, foreign country outstandings are those
outstandings (i) to residents outside of Italy in euros or in a currency different from the currency of the
borrower and (ii) in the local currency of the borrower but not hedged or funded in such currency by a
counterparty resident in the same country. Foreign country outstandings include outstandings in euros
in countries (other than Italy) which have adopted the euro as their currency, and which have been
funded, in euros, in a country different from the country in which the amounts are outstanding. The
outstandings include net loans to customers and to banks, other advances, securities and other
monetary assets, but exclude finance provided within the Group, and loans guaranteed by SACE (an
Italian government agency which provides export credit insurance) or by supranational organizations.

The following table shows, at the dates indicated, the aggregate amount of the Group’s cross-
border outstandings where outstandings in the borrower’s country exceeded 1% of the Group’s total
assets. The geographic breakdown is based on the country of the borrower or guarantor of ultimate
risk.

At December 31,

2003 2002 2001
% of % of % of
Loans and monetary assets (millions of €) total assets (millions of €) total assets (millions of €) total assets
France(1) .................. 4,599 2.27 2,344 1.15 2,029 1.19
Germany(1l) ................ 2,623 1.29 1,637 0.80 348 0.20
Luxembourg(1l) . ............. 2,532 1.25 n.a. n.a. n.a. n.a.
United Kingdom . ............ 3,936 1.94 3,438 1.69 1,799 1.06

(1) These are countries which have adopted the euro. The outstanding amounts have been funded in
euros in Italy or in other countries which have adopted the euro.

The following table shows, at the dates indicated, the total amount for each type of borrower and
the aggregate amount of the Group’s cross-border outstandings where outstandings in the borrower’s
country exceeded 0.75% of the Group’s total assets. Undrawn lines of credit are disclosed to the extent
that management considers them to be material. The geographic breakdown is based on the country of
the borrower or the guarantor of ultimate risk.

At December 31, 2003
Banks and Commercial Net local

credit industrial  country Guarantees and
Loans and monetary assets Government institutions and others claims Total commitments
(millions of €)

Belgium(1) . ... ooeoe e — 79 17 1,529 1,625 75
France(1) ........ ... .. .. ..... — 226 34 4,339 4,599 1,805
Germany(1l) ..................... — 425 10 2,188 2,623 1,618
Luxembourg(1l) ... ................ — 243 42 2,247 2,532 530
United Kingdom . . ................ — 3,070 695 171 3,936 2,295
United States . ................... — 88 124 256 468 5,607
Total . ... —

4,131 922 10,730 15,783 11,930
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At December 31, 2002

Banks and Commercial Net local
credit industrial  country Guarantees and
Loans and monetary assets Government institutions and others claims Total commitments

(millions of €)

France(l) . ....... ... .. ... 2 908 412 1,022 2,344 1,649
United Kingdom . . ................. — 3,078 345 15 3,438 1,065
United States .. ................... — 433 54 359 846 148
Germany(1l) . ........... .. ... .. .. — 1,582 43 12 1,637 506
Total ....... ... . 2 6,001 854 1,408 8,265 3,368
At December 31, 2001
Banks and Commercial Net local
credit industrial  country Guarantees and
Loans and monetary assets Government institutions and others claims Total commitments
(millions of €)
France(1) ........ ... . ......... 2 221 711 1,095 2,029 1,421
United Kingdom. . ................. — 1,298 482 19 1,799 697
United States . . ................... 45 450 105 683 1,283 54
Germany(1l) ............ .. ........ — 189 11 148 348 205
Total o oo 47 2,158 1,309 1,945 5,459 2,377

(1) These are countries which have adopted the euro. The outstanding amounts have been founded in
euros in Italy or in other countries which have adopted the euro.
Risk Elements in the Loan Portfolio

The Group analyzes the risk elements in its loan portfolio based on Italian regulations and
industry practice and on applicable local regulations and industry practices in other countries where the
Group does business. Its loan classification policies and procedures differ in significant respects from
those followed by banks in the United States.

The Group classifies its loan portfolio into five broad categories:
* in bonis, or performing loans;

* restructured loans or loans in course of restructuring;

* incagli, or problem loans;

* sofferenze, or non-performing loans; and

* loans exposed to country risk.

The following discussion and tables show, at the dates indicated, the Group’s total classified loans
by category of loan classification, except for loans exposed to country risk, which are discussed in
“loans exposed to country risk” above. The tables below follow U.S. practice and show total loans that
are past due by more than 90 days. With the exception of total loans that are past due by more than
90 days, all other information in this section of the annual report, including credit quality ratios, follows
Italian regulations and industry practices which (in comparison to U.S. practice and in the absence of
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information which may enable the management to assess the financial difficulties of borrowers) result
in fewer loans classified in the applicable categories.

At December 31,
Total Loans(1) 2003 2002 2001 2000 1999
(millions of €, except percentages)

Loans past due by more than 90 days (but still classified as
in bonis):

Domestic . .. ... e 876 837 581 758 262
Outstanding principal(2). . .. ..... .o 759 718 497 551 208
Unpaid installments(3) . ... ... ... 117 119 84 207 54

International . . . . ... .. ... 8 2 9 73 1
Outstanding principal(2). . .. ..... .o 8 — 8 68 1
Unpaid installments(3) . ... ... ... — 2 1 5 —

Total ... e 884 839 590 831 263

Restructured loans or loans in course of restructuring
—domestiC ... ... 195 295 182 131 112
—International ........... . ... ... 22 8 5 8 43

Total ... 217 303 187 139 155

Problem loans (incagli)

—domestiC . .. ... 1,691 1,644 987 1,213 1,532
—International .......... .. .. ... .. .. . 131 123 103 128 13

Total ... 1,822 1,767 1,090 1,341 1,545

Non-performing loans (sofferenze)

—domestiC ... ... 4203 3,856 2,730 3,331 3,972
—International . ........ ... ... . .. 167 449 350 225 185
Total ... 4370 4,305 3,080 3,556 4,157

Total loans overdue by more than 90 days, non-performing,

restructured loans and loans in course of restructuring, and

problem loans .. ......... ... 7,293 7,214 4,947 5,867 6,120
As a percentage of all total loans . . ..................... 48% 47% 41% 48% 62%

(1) Total loans are loans net of any value adjustments but before deduction for the allowance for
probable loan losses. Total loans do not appear on the face of the balance sheet, but are set forth
in Note 11 to the Consolidated Financial Statements under “Total loans to customers” and “Total
loans to banks” on page F-23.

(2) Outstanding principal consists of installments of principal (but not interest) which have not yet
come due.

(3) Unpaid installments consist of installments of principal and interest (including default interest)
which have come due but have not been paid. See Note 11 to the Consolidated Financial
Statements.

At year-end 2003, loans past due by more than 90 days were €884 million, an increase of 5.4%
compared to 2002. The increase is primarily attributable to the Parent Bank.
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At year-end 2003, non-performing loans were €4,370 million, an increase of 1.5% compared to
2002. This result is substantially due to the following factors:

* an increase of €430 million relating to the banking networks of Sanpaolo IMI, Banca Popolare
dell’Adriatico, Cassa di Risparmio di Padova e Rovigo, Cassa di Risparmio in Bologna, Cassa di
Risparmio di Venezia, Fiulcassa and Sanpaolo Banco di Napoli (collectively, the “Sanpaolo
Commercial Banking Networks”);

* an increase of €26 million relating to Cassa dei Risparmi di Forli and to Inter-Europa Bank,
which were included in the scope of consolidation area during the year;

* a decrease of €244 million relating to the non-consolidation of Banque Sanpaolo and its
subsidiaries Sanpaolo Bail and Sanpaolo Mur, as well as Finconsumo Banca and its subsidiary
FC Factor, which were excluded from the scope of consolidation during the year because they
were divested; and

* the sale of non performing loans completed by subsidiaries for a total sale price of €81 million
(carried in the financial statements for a total gross value of €150 million).

In the discussion of the loan classifications of the Sanpaolo Commercial Banking Networks that
follows, we also explain how each classification is treated for purposes of the loan loss allowance. The
loan loss allowance comprises a specific allowance and a general allowance. The specific allowance is
applied to loans that are considered to be impaired and are individually evaluated for impairment on a
case-by-case basis. The general allowance is applied to portfolios of other loans to reflect losses that
have been incurred but not specifically identified.

In bonis, or performing loans

In bonis, or performing loans includes loans past due by more than 90 days which are not otherwise
classified.

Under Italian banking practice and Bank of Italy regulations, a loan may be classified as in bonis,
even though the loan is 90 days past due as to principal, interest or both. Under these circumstances,
the loan is still in bonis, but it generates default interest. The Sanpaolo Commercial Banking Networks
write down the entire amount of such default interest, regardless of the possibility of the default
interest being paid. The Sanpaolo Commercial Banking Networks do not write down the regular
interest on such loans because they are still considered performing.

The Sanpaolo Commercial Banking Networks classify loans past due by more than 90 days as in
bonis if:

* in its discretion, the applicable bank believes that the borrower does not have debt servicing
problems;

* the Bank of Italy regulations do not require the applicable bank to consider the loan as a
problem loan (incagli) in view of the nature of the transaction (the term of the delay in the
payment is shorter than prescribed by the Italian regulators); and

* in management’s view, the borrower is not experiencing financial difficulties, whether temporary
or not.

If a loan that is overdue by more than 90 days fails to satisfy any of the above criteria, it will be
classified as incagli or sofferenze, as appropriate.

The Sanpaolo Commercial Banking Networks calculate a general provision against in bonis loans,
which reflects losses incurred within the portfolio that have not yet been specifically identified. The

40



allowance is determined based on loss factors taking into consideration historical performance of the
portfolio, and previous loss history and charge-off information.

These loss factors are developed at each evaluation date through a statistical migration model that
monitors the progression of loans over a specific time period based on the following inputs:

* the probability of performing loans which, based on the historical experience over the last five
years, are expected to become doubtful loans during the next year; and

* losses expected to be incurred on default based on actual loss history observed over the last five
years.
The results of the migration model are regularly back-tested against actual results to confirm the
effectiveness and accuracy of the methodology.

Management adjusts these loss factors developed for other qualitative or quantitative factors that
affect the collectibility of the performing portfolio as of the evaluation date, including the prevailing
economic and business conditions within Italy and those of other foreign countries where the Sanpaolo
IMI Group operates.

Restructured loans or loans in course of restructuring. These loans are subject to evaluation for
impairment on a case-by-case basis.

Incagli, or problem loans. These loans are subject to evaluation for impairment on a case-by-case
basis.

Sofferenze, or non-performing loans. These loans are subject to evaluation for impairment on a
case-by-case basis.

For loans classified as restructured or in the course of restructuring, incagli or sofferenze, a specific
allowance is generally created against loans individually evaluated for impairment by discounting the
estimated future cash flows (both principal and interest) expected to be received. Management
considers the likelihood of all possible outcomes in determining the best estimate of expected future
cash flows. Alternatively, for such that are collateral dependent, the amount of the allowance is
determined by comparison to the fair value of the collateral.

Loans exposed to country risk. Management also considers the additional credit risk on loans to
borrowers resident in countries with debt-servicing difficulties. An additional provision is calculated
taking into consideration the percentages specified by the Italian Banking Association and, in certain
cases, any underlying guarantees against specific loans. Any loan exposed to country risk, which is also
classified as restructured or in the course of restructuring, incagli or sofferenze is reported under the
relevant classification.

The five classifications above are currently used within the Sanpaolo IMI Group and are reported
in the explanatory notes to the financial statements for 2003 (see Note 11 to the Consolidated Financial
Statements on page F-23). The Sanpaolo IMI Group reports the amounts of loans falling within these
classifications to the Bank of Italy in accordance with applicable regulations.

For certain installment loans, management uses the non-payment of installments to determine
when a loan is classified as a problem or non-performing loan in the absence of other specific
information. These may result in loans being classified as such later than would be the case in the
United States. Since many loan payments are due only semi-annually, a significant proportion of
problem loans are loans where three semi-annual installments are overdue. The Sanpaolo IMI Group
does, however, classify many loans, particularly non-installment loans, when the delay in expected
payments is much shorter than the applicable period.

Management conducts periodic and systematic detailed reviews of the Sanpaolo IMI Group’s loan
portfolios to help identify credit risks and to evaluate the adequacy of the overall allowance for loan
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losses both centrally and at branch or subsidiary level (see Item 11. Quantitative and Qualitative
Disclosures about Market Risk on page 216 below).

Potential problem loans

The classification of risk elements in the loan portfolio as discussed herein is in compliance with
the applicable prudential standards determined by the Bank of Italy. Under such prudential standards,
as implemented by Sanpaolo IMI, potential problem loans are included among incagli or problem
loans. Management believes that the classification adequately reflects the risk elements contained in the
loan portfolio of the Sanpaolo IMI Group.

Guarantees and commitments

Guarantees and commitments giving rise to credit risk are recorded off balance sheet at the total
value of the exposure, while credit risk is assessed, and provisions are determined, on the same basis as
that applied to loans. Probable losses in relation to guarantees and commitments are covered by a
related provision. Where the Sanpaolo IMI Group has taken over the lending risk of a loan through
issuance of a guarantee, exposures to the debtors are also included as part of the commitments.

Non-performing Loans

Under the Bank of Italy regulations, as implemented by Sanpaolo IMI policies, Sanpaolo IMI
classifies a loan as non-performing (sofferenze):

* when the borrower is in insolvency proceedings;

* once Sanpaolo IMI or any other creditor initiates legal proceedings in respect of the debt of that
borrower; or

* if the borrower is experiencing serious financial difficulties that are not likely to be temporary,
even if Sanpaolo IMI has not yet initiated legal proceedings.

In addition, effective January 1, 2000 Sanpaolo IMI’s policy, which is derived from the Bank of
Italy regulations, has been to classify all loans with periodic payments, whether amortizing or not, as
non-performing when both (a) a borrower fails to pay a specified number of installments when due and
(b) the amount of the overdue payments, net of default interest, is equal to or above 20% of Sanpaolo
IMI’s exposure to the borrower (net of default interest).

The number of missed installments that will cause a loan to be treated as non-performing depends
upon the number of installments required contractually and the term of the loan, as follows:

Term of Term of
Installment period 36 months or less over 36 months
Monthly. . .. .. 8 10
Quarterly . . . ... 5 7
Semiannually .. ... .. ... . ... 3 4
Annually .. ... . 6 months after 2 6 months after 2
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The following table shows, at the dates indicated, the amount of Sanpaolo IMI Group’s
non-performing loans by customer group and economic sector and as a percentage of total
non-performing loans.

At December 31,

2003 2002 2001 2000 1999
% of total % of total % of total % of total % of total
non- non- non- non- non-
(millions performing (millions performing (millions performing (millions performing (millions performing

Total non-performing loans(1) of €) loans of €) loans of €) loans of €) loans of €) loans
Non-performing loans to non-

financial businesses and

individuals:
Building and construction industry . . 744 17.0 786 18.3 636 20.6 963 271 1,122 27.0
Wholesale and retail trade . . . . . .. 535 12.2 546 12.7 360 11.7 472 13.3 349 8.4
Other sales and distribution services. 505 11.6 471 10.9 375 12.2 341 9.6 500 12.0
Agriculture, forestry, fisheries . . . . . 258 5.9 274 6.4 206 6.7 206 5.8 159 3.8
Food, beverages, tobacco . . . ... .. 488 11.2 149 3.5 98 3.2 111 3.1 140 3.4
Textiles, footwear, clothing . . . .. .. 150 34 139 32 79 2.6 103 2.9 78 1.9
Hotels and public services . ... ... 114 2.6 130 3.0 83 2.7 82 2.3 91 22
Metals . .................. 80 1.8 78 1.8 48 1.6 68 1.9 65 1.6
Electronics, electrical goods, EDP . . 86 2.0 81 1.9 57 1.9 61 1.7 59 1.4
Transportation services . . ....... 69 1.6 55 1.3 39 1.3 58 1.6 57 1.4
Industrial and agricultural machine . 75 1.7 56 1.3 19 0.6 46 1.3 50 1.2
Mining, minerals . . .. ......... 86 2.0 75 1.7 36 12 46 1.3 25 0.6
Miscellaneous industrial products . . 91 2.1 71 1.6 35 1.1 43 1.2 35 0.8
Paper, printing, publishing . . . .. .. 44 1.0 42 1.0 32 1.0 38 1.1 34 0.8
Chemicals . ................ 40 0.9 44 1.0 24 0.8 33 0.9 14 0.3
Means of transport . .......... 45 1.0 37 0.9 25 0.8 31 0.9 35 0.8
Rubber, plastics. . . .. ......... 26 0.6 26 0.6 20 0.6 25 0.7 23 0.6
Oil and gas, electric utilities . . . . . . 16 0.4 17 0.4 18 0.6 23 0.6 21 0.5
Communications . . . .......... 3 0.1 1 — 2 0.1 2 0.1 1 —
Total to residents of Italy. . ... ... 3,455 79.1 3,078 71.5 2,192 712 2,752 774 2,858 68.7
Total to non-residents of Italy . . . . . 115 2.6 297 6.9 267 8.7 204 5.7 202 4.9
Total non-performing loans related

to non-financial businesses . . . .. 3,570 81.7 3,375 78.4 2,459 79.8 2,956 83.1 3,060 73.6
Other:
Individuals and other operators. . .. 665 15.2 765 17.8 471 15.3 498 14.0 943 227
Financial institutions . .. ....... 120 2.8 151 35 131 4.3 83 2.3 137 33
Credit institutions . . .......... 6 0.1 10 0.2 11 0.4 14 0.4 12 0.3
Other public agencies . . . .. ... .. 6 0.1 — — 5 0.2 2 0.1 5 0.1
Governments . .............. 3 0.1 4 0.1 3 0.1 3 0.1 . —
Total non-performing loans . ... .. 4370 1000 4305 1000 3,080 100.0 3,556  100.0 4,157  100.0

(1) Total loans are loans net of any value adjustments but before deduction for the allowance for probable loan losses. Total
loans do not appear on the face of the balance sheet, but are set forth in Note 11 to the Consolidated Financial Statements
under “Total loans to customers” and “Total loans to banks” on page F-23.

Problem Loans

Under the Bank of Italy guidelines, as implemented by the Sanpaolo Commercial Banking
Networks’ policies, the Sanpaolo Commercial Banking Networks classify a loan as a problem loan
(incagli) when the borrower is experiencing financial difficulties that are likely to be temporary and
which can be resolved within a reasonable time. A “reasonable time” is defined as a maximum of
12 months unless the applicable bank of the Sanpaolo Commercial Banking Networks has agreed with
the borrower on a rescheduling of payments and the borrower is making payments paying in
accordance with that schedule. A current account overdraft may be classified as a problem loan if the
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borrower has exceeded the established credit limit for a period of time that would suggest that the
borrower is experiencing financial difficulties.

Installment loans are classified as problem loans based on a variety of criteria, including as a result
of a borrower’s non-installment loan being classified as a problem loan; conversely, a non-installment
loan may be classified as a problem loan, among other reasons, as a result of a borrower’s installment
loan being classified as a problem loan.

In addition, the Sanpaolo Commercial Banking Networks’ policy has been to classify installment
loans, whether amortizing or not, as problem loans when both (a) a borrower fails to pay a specified
number of installments when due and (b) the amount of the overdue payments, net of default interest,
is equal to or above 20% of the exposure of the applicable bank of the Sanpaolo Commercial Banking
Networks to the borrower (net of default interest).

The number of missed installments that will cause a loan to be treated as a problem loan depends
upon the number of installments required contractually and the term of the loan, as follows:

Term of Term of
Installment period 36 months or less over 36 months
Monthly. . .. ... 5 7
Quarterly . . . ... 3 5
Semiannually .. ..... ... ... . ... 2 3
Annually .. ... . 6 months after 1 6 months after 1

Restructured loans or loans in course of restructuring

Under the Bank of Italy guidelines, the Sanpaolo Commercial Banking Networks classify a loan as
restructured when a syndicate of banks (or a single bank) agrees to a delay in payment of the loan or
re-negotiates the loan at lower-than-market rates; a loan is classified as in course of restructuring when
the borrower has applied for consolidation of debt to its banks not more than 12 months previously.

Non-accrual of interest

Non-performing loans. Generally, no interest is accrued on non-performing loans (i.e., all
non-performing loans are non-accrual loans). In the rare circumstances in which such interest is
accrued, it is fully provided for.

Problem Loans. Problem loans are not considered non-accrual loans. In accordance with Italian
civil and tax law, upon enforcement of loan contracts, the Group is required to continue to accrue
contractual interest on the non-overdue principal portion until such time as repayment of the entire
amount outstanding on the loans is accelerated (i.e., until the loans are classified as non-performing).
Such accrued but unpaid contractual interest is capitalized and included in the loan balances. The
Group policy provides that allowances on problem loans are based on the total loan value, which
includes both principal and accrued but unpaid interest. On an aggregate basis, the allowance on
problem loans thus covers the total amount of interest capitalized as part of the total loan value of
such loans. On an individual loan basis, the allowance for the period does not necessarily match the
related interest accrued in the year.

The amount of unpaid contractual interest with respect to problem and non-performing installment
loans included in income before the related allowance and adjustments was €56 million, €105 million,
€69 million, €69 million, and €66 million for the years ended December 31, 2003 through 1999,
respectively. Sanpaolo IMI does not separately track the amount of unpaid contractual interest accrued
with respect to problem non-installment loans because interest is generally capitalized and becomes
part of the principal amount of such loans on a more frequent (i.e., quarterly) basis than is the case for
problem installment loans.
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In accordance with Italian law, the Group is not entitled to, and therefore does not accrue,
contractual interest on loans for which repayment has been accelerated. However, the Group is entitled
to, and accrues, default interest on these loans as indicated below.

For installment loans, default interest (interessi di mora) is calculated at a penalty rate on all past
due payments of principal and contractual interest. For non-installment loans, default interest is
calculated at the contractual interest rate. The Group’s policy is to treat all default interest—whether
on installment loans or non-installment loans—as irrecoverable and, accordingly, provides for the full
amount of such interest through a matching specific allowance in the same income statement line item.
Accrual of default interest, therefore, has no net effect on Sanpaolo IMI’s income statement or balance
sheet.

The table below shows default interest accrued and provided for and the related balance sheet
amounts.

Income Statement amounts

For the year ended December 31,
2003 2002 2001 2000 1999
(millions of €)

Default interest . . . . ... v 156 184 143 148 176
Allowance for default interest . ........................... (156) (184) (143) (148) (176)
Net default interest . . . ... .ottt e 0 0 0 0 0

Balance Sheet amounts

At December 31,
2003 2002 2001 2000 1999
(millions of €)

Default interest . . . ... ..ot 904 754 594 868 980
Allowance for default interest . ........................... (904) (754) (594) (868) (980)
Net default interest . . . ... .. i 0 0 0 0 0

Payments of default interest are accounted for on a cash basis. The amount of default interest
collected by Sanpaolo IMI in 2003 was €42 million.

Neither contractual interest nor default interest is calculated on loans to borrowers who have been
declared bankrupt or are in bankruptcy proceedings. At December 31, 2003, approximately 34.8% of
Sanpaolo IMI Group’s total non-performing loans were to such borrowers.

Loans exposed to country risk

Loans exposed to country risk are set by the Italian Banking Association under the Bank of Italy
guidelines. Exceptions are made for exposures valued taking into consideration the risk covered by
underlying guarantees. The category of loans exposed to country risk does not include exposures which
are classified under restructured loans or loans in course of restructuring, problem loans (incagli) and
non-performing loans (sofferenze).

Country risk is classified in seven categories by the Bank of Italy, focusing in particular on credit
history, access to the international markets, ratios of debt to gross national product and to exports, debt
service ratio and potential and actual extraordinary events for each country. At December 31, 2003, the
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Group’s net exposure in all countries classified as presenting some risk by the Italian Banking
Association was €52 million.

At December 31, 2003

Adjustment Adjustment
Book value (net Total percentage (ABI  percentage
Loans exposed to country risk Total book value of secured loans) adjustments Net loan value /Bank of Italy) (Sanpaolo IMI)

(millions of euro except for percentages)

Algeria............. 17 2 — 2 15% 15%
Angola............. 12 2 1 1 30% 30%
Argentina . .......... 73 4 3 1 60% 75%
Brazil.............. 62 38 8 30 20% 20%
Costa Rica .......... 2 2 — 2 30% 0%
Lebanon............ 19 — — — 20% —
Pakistan . ........... 12 — — — 25% —
Peru............... 2 2 1 1 20% 20%
Philippines . ......... 9 2 — 2 15% 15%
Russia ............. 261 5 1 4 15% 15%
Serbia and Montenegro . 4 2 2 — 30% 100%
Venezuela. .......... 11 10 2 8 20% 20%
Other.............. 15 1 — 1 — —
Total .............. 499 70 18 52
At December 31, 2002
Adjustment Adjustment
Book value (net Total percentage (ABI  percentage

Loans exposed to country risk Total book value of secured loans) adjustments Net loan value /Bank of Italy) (Sanpaolo IMI)

(millions of euro except for percentages)

Algeria............. 8 4 1 3 15% 15%
Argentina . .......... 95 8 6 2 60% 75%
Brazil.............. 75 40 12 28 30% 30%
Cameroon .......... 2 2 2 — 30% 100%
Costa Rica .......... 2 2 — 2 30% 0%
Egypt.............. 54 26 4 22 15% 15%
Iran . .............. 60 1 — 1 15% 15%
Lebanon............ 32 1 — 1 30% 30%
Morocco. ... ... ... 70 15 2 13 15% 15%
Pakistan ............ 32 — — — 30% —
Philippines . ......... 11 1 — 1 15% 15%
Romania ........... 33 28 6 22 15% 20%
Russia ............. 363 1 — 1 20% 20%
Tunisia . ............ 8 6 — 6 15% 0%
Venezuela. .......... 14 12 4 8 25% 25%
Yugoslavia .......... 1 1 — 30% 100%
Other.............. 43 1 —

Total .............. 903 149 39 110
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At December 31, 2001

Adjustment Adjustment
Book value (net Total percentage (ABI  percentage
Loans exposed to country risk Total book value of secured loans) adjustments Net loan value /Bank of Italy) (Sanpaolo IMI)

(millions of euro except for percentages)

Algeria............. 9 6 1 5 20% 20%
Argentina . .......... 78 6 5 1 40% 83%
Bermuda ........... 30 — — — 20% —
Brazil.............. 128 66 16 50 25% 25%
Cameroon .......... 2 2 2 — 60% 100%
Cayman ............ 34 — — — 15% —
Egypt.............. 16 11 2 9 15% 15%
Indonesia . .......... 1 1 — 1 30% 30%
Iran ............... 59 — — — 20% —
Lebanon............ 49 1 — 1 15% 15%
Morocco. .. ..o ... 95 7 1 6 15% 15%
Philippines .......... 20 1 — 1 15% 15%
Russia ............. 381 1 — 1 25% 25%
Venezuela........... 19 15 3 12 20% 20%
Yugoslavia . ......... 1 1 1 — 30% 100%
Other.............. 104 2 — 2
Total .............. 1,026 120 31 89
At December 31, 2000
Adjustment Adjustment
Book value (net Total percentage (ABI  percentage

Loans exposed to country risk Total book value of secured loans) adjustments Net loan value /Bank of Italy) (Sanpaolo IMI)

(millions of euro except for percentages)

Algeria............. 44 6 1 5 20% 20%
Argentina . .......... 81 51 13 38 25% 25%
Brazil .............. 108 58 3 55 25% 5%
Cameroon .......... 3 3 3 — 30% 100%
Croatia............. 2 2 — 2 15% 15%
Egypt.............. 17 6 1 5 15% 15%
Lebanon............ 53 1 — 1 20% 20%
Morocco. ... ... 101 5 1 4 15% 15%
Pakistan . ........... 32 — — — 60% —
Philippines .......... 10 5 1 4 20% 20%
Qatar . ............. 56 22 4 18 20% 20%
South Africa......... 5 5 1 4 15% 15%
Russia ............. 457 2 1 1 60% 60%
Tunisia . ............ 10 8 — 8 15% 0%
Venezuela........... 16 13 3 10 20% 20%
Other.............. 94 6 2 4

Total .............. 1,089 193 34 159
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At December 31, 1999

Adjustment Adjustment
Book value (net Total percentage (ABI  percentage
Loans exposed to country risk Total book value of secured loans) adjustments Net loan value /Bank of Italy) (Sanpaolo IMI)

(millions of euro except for percentages)

Algeria............. 29 1 1 — 25% 100%
Angola............. 34 — — — 30% —
Argentina . .......... 39 2 — 2 20% 20%
Bahrain ............ 10 1 — 1 0% 0%
Bermuda ........... 7 — — — 20% —
Brazil . ............. 130 65 9 56 30% 14%
India .............. 7 3 1 2 15% 33%
Iran . .............. 66 4 1 3 20% 20%
Lebanon............ 44 1 — 1 15% 15%
Morocco. .. ... 123 6 1 5 15% 15%
Pakistan . ........... 22 — — — 60% —
Philippines .......... 5 5 1 4 15% 15%
Qatar . ............. 54 17 3 14 20% 20%
Russia ............. 616 182 155 27 90% 85%
South Africa......... 5 5 1 4 15% 15%
Tunisia .. ........... 21 16 1 15 15% 6%
Turkey ............. 44 7 — 7 0% 0%
Venezuela........... 21 7 1 6 20% 20%
Other.............. 302 14 8 6

Total .............. 1,579 336 183 153

Allowance for probable loan losses and value adjustments to loans

Under Italian tax law, allowances for probable losses in loans to customers and allowances for
provisions for general credit risk are immediately deductible from taxable income up to 0.6% of the
amount of loans to customers, net of write offs, at year-end, until the cumulative allowance for general
credit risk totals a maximum of 5% of the amount of such loans. The tax deductible amount of the
allowance for probable loan losses and adjustments to values of loans was €803 million, €556 million,
€525 million, €560 million and €503 million for the years ended December 31, 2003 through 1999,
respectively. Following changes in Italian tax law in 2000, allowances for probable loans losses over
0.6% may be deducted from taxable income on a straight-line basis over nine years. Generally,
provisions for loans to banks are not deductible from taxable income until the loss is realized. The
amount of the allowance accrued in excess of amounts deductible during the year is deductible over the
following nine years. At December 31, 2003, the amount of the allowance accrued during the period
and in the prior years and deductible over the next nine years is €925 million.

As noted in “—Loans exposed to country risk” above, the Sanpaolo IMI Group makes provisions
for loans exposed to country risk in accordance with percentages not lower than those set by the Italian
Banking Association under the Bank of Italy regulations, and these loans are shown net of such
provisions on the balance sheet. Such provisions are generally subject to the 0.6% deductibility limit.

Loans, including principal not yet due and principal and interest due but not yet collected, are
stated at their net carrying amount, taking into account the financial condition of borrowers in difficulty
and any debt-servicing problems faced by individual industrial sectors or the country in which such
borrowers are residents. Allowances for probable loan losses are shown in a notation on the balance
sheet, while value adjustments, which are made directly to the value of loans, are not separately noted,
except for value adjustments related to the current year.
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Guarantees, commitments, risks and charges are subject to valuation by Sanpaolo IMI Group using
the same criteria applicable to loans and, where necessary, a provision for probable losses is recorded
in the statement of income and balance sheet.

The following table shows, for the years indicated, details of the changes in the Group’s allowances
for probable loan losses as they affected the balance sheet and statement of income.

At and year ended December 31,
2003 2002 2001 2000 1999

(millions of €)

Opening balances . . ............ .. ... .. ... .. ... ..... 4,636 3,271 3,666 3,458 3,470
Provisions and adjustments to loans(1):

Reported provisions . ........... ..., 1,107 791 607 616 655
Value adjustments charged directly to income . ............. 5 12 15 18 9
Total provisions and adjustments to loans ................ 1,112 803 622 634 664
Writebacks of adjustments to loans(2):

Revaluations of loans .. ............. ... ... ... ..... (154)  (96) (134) (108) (138)
Collections . ............. (242) (206) (142) (307) (223)
Total writebacks of adjustments to loans . ................ (396) (302) (276) (415) (361)
Net adjustments toloans . . .. ......................... 716 501 346 219 303
Other charges:

Charge-offs(3) . ... ... (260) (363) (187) (238) (494)
Acquisitions and disposals . .. ..... ... . o oo (307) 1,029  (698) 15 (23)
Gross-up to reflect default interest . . . ................... 157 184 143 148 176
Other(4) . .. ... (12) 14 1 64 26
Total other charges ... ............... ... ............. (422) 864 (741) (11) (315)
Ending balances . ... ......... .. .. ... .. .. .. . . ... 4,930 4,636 3,271 3,666 3,458

(1) Reported provisions are the total of additional provisions for loan losses charged to the income
statement during the period for those loans where a higher allowance for loan losses was
recognized at the end of the period. Value adjustments charged directly to income reflect
adjustments to loans charged directly to the income statement during the period. The total
provisions and adjustments to loans is included in the total amount recorded in line item 120
“Adjustments to loans and provisions for guarantees and commitments” of the audited income
statement. A reconciliation of this line item is provided in Note 27 to the Consolidated Financial
Statements on page F-154.

(2) Revaluations of loans are the total of reversals of provisions credited to the income statement
during the period for those loans where a lower allowance for loan losses was recognized at the
end of the period, and the reinstatement of loans previously charged-off. Collections represent
receipts of amounts in excess of amounts previously expected to be collected. Such amounts are
recorded in line item 130 “Writebacks of adjustments to loans and provisions for guarantees and
commitments” of the audited income statement. A reconciliation of this line item is provided in
Note 27 to the Consolidated Financial Statements on page F-154.

(3) Charge-offs represent write-offs of loans which are no longer expected to be collected, based on
events occurring during the year.

(4) Other principally reflects foreign exchange differences.
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2003

The allowance for loan losses at December 31, 2003 was €4.9 billion, 6.3% higher than the
€4.6 billion at the end of 2002, primarily due to an allowance for net adjustments to loans of
€716 million. This increase was attributable to an increase in total provisions and adjustments to loans,
as a result of adverse economic trends and industry conditions. The effect of the increase in net
adjustments to loans was partially offset by a decrease of €307 million for acquisitions and disposals,
which included €179 million (€150 million in non-performing loans and €29 million in performing
loans) relating to the deconsolidation of Banque Sanpaolo and its subsidiaries Sanpaolo Bail and
Sanpaolo Mur, as well as Finconsumo Banca and its subsidiary FC Factor. For a summary of the main
changes in the scope of consolidation in 2003, see Item 5. “A. Results of Operations for the Three
Years Ended December 31, 2003—Changes in the Scope of Consolidation” on page 103 below. Loans
to the Parmalat group were classified as non-performing and, after a writedown of €273 million,
resulted in a charge-off of approximately €33 million, (corresponding to 90% of the Group’s gross
exposure to Parmalat). The loans to the Cirio group (gross exposure of €25 million) were also classified
as non-performing and were written down in full.

The total provisions and adjustments to loans of the Group grew to €1,112 million in 2003, an
increase of €309 million, or 38.5%, compared to 2002, as a result of an increase in specific adjustments
to the carrying amount of doubtful loans of €316 million, or 35.7%, as well as a decrease in accruals for
probable incurred losses on performing loans of €7 million, or 3.0%. The ratio of gross doubtful loans
to gross loans to customers remained stable at 5%, the same level shown in 2002, confirming the
substantial stability of the quality of the Group’s credit portfolio. A general reserve covers the risk
inherent in the performing loan portfolio. At year-end of 2003, this reserve was equal to €1,102 million,
corresponding to 0.09% of the performing loan portfolio (excluding loans to SGA), in line with 2002.
This reserve is intended to cover the risk of deterioration in creditworthiness inherent in the Group’s
loan portfolio, with particular reference to larger exposures to certain specific industrial sectors,
including the automotive sector (see Item 4. “B. Significant Developments in 2003—Fiat and
Italenergia” on page 69 below).

Of the €1,112 million of total provisions and adjustments to loans in 2003, €498 million related to
non-performing loans, €331 million to problem loans, €12 million to restructured and loans in course of
restructuring and €228 million to performing loans.

Total write-backs of adjustments to loans in 2003 were €396 million, an increase of €94 million, or
31%, compared to 2002. The increase is primarily the result of an increase in collections of loans of
17.5%, combined with an increase of €58 million, in the amount of loans revalued in 2003, as compared
to 2002. Write-backs of adjustments refer to downward revisions in the expected impairment in loan
value which consequently result in an adjustment to the overall allowance for loan losses.

At December 31, 2003, the allowance for loan losses on loans exposed to country risk decreased to
€18 million from €39 million in 2002, a decrease of 53.85%. The decrease is principally due to the
decrease in the gross value of loans exposed to country risk to €70 million from €149 million in 2002, a
53% decrease.

The allowance for loan losses as a percentage of total gross loans exposed to country risk at the
end of 2003 increased less than 1% compared to the end of 2002. The total gross loan exposure
towards banking and non-banking institutions resident in countries at risk decreased from €903 million
in 2002 to €499 million in 2003. The decrease is principally due to reimbursement of loans to some
countries at risk, such as Russia, Egypt, Morocco, Romania, Iran and Argentina.

50



2002

The allowance for loan losses at December 31, 2002 was €4.6 billion, 39.4% higher than the
€3.3 billion at the end of 2001. The increase in the allowance for loan losses was due primarily to the
consolidation of €970 million of allowance for loan losses from the former Cardine Group, which was
acquired by Sanpaolo IMI in 2002. Such amount is included entirely in “Other changes” in the line
item “Acquisitions and disposals” in the table above. Of the €970 million, €611 million relates to
non-performing loans, €161 million to problem loans, €25 million to restructured loans, €1 million to
unsecured loans exposed to country risk and €172 million to performing loans. The overall increase in
the allowance balance can also be attributed to the increase in total provision and adjustments to loans,
as a result of negative national and local economic trends and industry conditions.

The total provisions and adjustments to loans of the Group grew to €803 million in 2002, an
increase of €181 million, or 29.1%, compared to 2001, as a result of an increase in specific adjustments
to the carrying amount of doubtful loans of €157 million (of which €51 million relates to additional
provisions for Rawhide, an affiliate of Enron, Marconi Plc and the Cirio group), or 38.2%, as well as
an increase in accruals for probable incurred losses on performing loans of €24 million, or 11.4%. The
relatively greater increase in specific adjustments with respect to accruals for performing loans reflects
a further weakening of an already lackluster economy, which resulted in continued deterioration in
credit quality of outstanding loans. The additional accruals for losses on performing loans resulted in
an increase in the non-specific allowance to 0.9% of the net performing loan portfolio for a total
amount at year-end 2002 of €1,075 million, of which €1,064 million relates to non-bank institutions,
compared to an amount of €783 million at the end of 2001.

Of the €803 million of total provisions and adjustments to loans in 2002, €330 million related to
non-performing loans, €220 million to problem loans, €11 million to restructured and loans in course of
restructuring, €7 million to unsecured loans exposed to country risk and €235 million to performing
loans.

Total write-backs of adjustments to loans in 2002 were €302 million, an increase of €26 million, or
9%, compared to 2001. The increase is primarily the result of an increase in collections of loans of
45%, combined with a decrease in the amount of loans revalued in 2002 of €38 million as compared to
2001. Write-backs of adjustments refer to downward revisions in the expected impairment in loan value
which consequently result in an adjustment to the overall allowance for loan losses. The decrease in
loan revaluations of 28% is attributable to the same economic reasons outlined above for the provisions
and adjustments to loans.

At December 31, 2002, the allowance for loan losses on loans exposed to country risk increased to
€39 million from €31 million in 2001, an increase of 25.8%, principally related to the increase in the
gross value of loans exposed to country risk to €149 million from €120 million in 2001, an increase of
24.2%.

The allowance for loan losses as a percentage of total gross loans exposed to country risk at
year-end 2002 increased less than 1% compared to year-end 2001. This minor change reflects the effect
of the redistribution of the portfolio of loans among countries with different risk coverage ratios. Loans
in countries in Latin America (Brazil, Argentina and Venezuela) decreased while new loans in other
countries (primarily Romania, Egypt and Morocco) increased.

2001

The allowance for loan losses at December 31, 2001 was €3.3 billion, 10.8% lower than the
€3.7 billion at the end of 2000. The decrease was due principally to the sale by Sanpaolo IMI of 18,577
non-performing short-term positions. Such loans had a gross value of €640 million and a related
allowance for losses of €529 million. The overall decrease was due also to the deconsolidation of
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Sanpaolo Immobiliare S.p.A. (sold on July 2, 2001) for €175 million. Such decreases are recorded in
the caption Acquisitions and disposals in the table above.

The total provisions and adjustments to loans amounted to €622 million in 2001, a decrease of
€12 million, or 1.9%, compared to 2000. The decrease is primarily the result of two different
contributing factors: the decline in the accrual of specific provisions and adjustments of €69 million, or
14.4%, due partly to the sale of non-performing loans; and the increase in adjustments with respect to
the non-specific allowance to cover the probable risk of loss inherent in loans classified as performing.
As a result of the deterioration in the economic environment, adjustments totaling €211 million were
made in 2001 compared to €154 million in 2000, or an increase of 37%. Such adjustments covered
0.8% of net performing loans. The Group’s non-specific allowance for coverage of such risks totaled
€783 million at December 31, 2001, of which €774 million related to non-bank institutions, compared to
a non-specific allowance of €629 million at the end of 2000.

Of the €622 million of total provisions and adjustments to loans in 2001, €218 million related to
non-performing loans—this amount includes specific adjustments made to the position in Enron for
€52 million, which raised the coverage of the non-guaranteed portion of the loans to Enron to
€60 million—€159 million to problem loans, €21 million to restructured and loans in course of
restructuring, €13 million to unsecured loans exposed to country risk and €211 million to performing
loans.

Total writebacks of adjustments to loans in 2001 were €276 million, a decrease of €139 million, or
33.5%, compared to 2000. The decrease was due primarily to significantly lower collections of loans in
2001 (€142 million) compared to 2000 (€307 million) as a result of the above-mentioned sale of loans.

The total allowance for loan losses included €192 million related to the impairment due to the
discounting of classified loans, a decrease of €117 million, or 37.9%, compared to 2000. In particular,
write-downs for the same kind of impairment totaled €164 million (compared to €235 million in 2000)
on non-performing loans, €21 million (compared to €64 million in 2000) on problem loans and
€7 million (compared to €10 million in 2000) on restructured and loans in course of restructuring.

At December 31, 2001, the allowance for loan losses on loans exposed to country risk decreased by
8.8% from €34 million at year-end 2000, to €31 million, as a result of a 37.8% decrease in the amount
of gross positions in loans exposed to country risk from €193 million at year-end 2000 to €120 million
at year-end 2001.

The allowance for loan losses as a percentage of total gross loans exposed to country risk at
year-end 2001 of 25.8% increased considerably compared to 17.6% at year-end 2000, primarily due to
the economic crisis in Latin America where the gross positions increased (to 72.5% of total loans
exposed to country risk, compared to 63.2% at December 31, 2000), resulting in a risk coverage ratio
higher than in the previous year.

2000

The allowance for loan losses at December 31, 2000 was €3.7 billion, 5.7% higher than the
€3.5 billion at the end of 1999. The increase in the allowance for loan losses was due primarily to the
consolidation of €867 million of allowance from the former Banco di Napoli Group, of which
€605 million for non-performing loans, €99 million for problem loans, €5 million for restructured loans,
€2 million for unsecured loans to risk countries and €156 million for performing loans.

The total provisions and adjustments to loans decreased to €634 million in 2000, a decrease of
€30 million, or 4.5%, compared to 1999. The Group’s non-specific allowance for coverage of such risks
amounted to €629 million, of which €622 million related to non-bank institutions, compared to a
non-specific allowance of €303 million at the end of 1999.
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Of the €634 million of total provisions and adjustments to loans in 2000, €371 million related to
non-performing loans, €87 million to problem loans, €6 million to restructured and loans in course of
restructuring, €16 to unsecured loans exposed to country risk and €154 million to performing loans.

Total writebacks of adjustments to loans in 2000 were €415 million, an increase of €54 million, or
15.0%, compared to 1999. The increase was due primarily to a significant increase in collections of
loans previously written down to €307 million, 37.7% higher than in 1999.

The total allowance for loan losses included €309 million related to the impairment due to the
discounting of classified loans, a decrease of €48 million, or 13.4%, compared to 1999. In particular,
write-downs for the same kind of impairment totaled €235 million (compared to: €262 million in 1999)
on non-performing loans, €64 million (compared to €74 million in 1999) on problem loans and
€10 million (compared to €21 million in 1999) on restructured and loans in course of restructuring.

At December 31, 2000, the allowance for loan losses on loans exposed to country risk decreased by
81.4% from €183 million at year-end 1999 to €34 million, as a result of a significant decrease in related
gross positions, which decreased 42.56% from €336 million at year-end 1999 to €193 million at year-end
2000.

At December 31, 2000, the allowance for loan losses for country risk was approximately 17.6% of
gross loans, a significant reduction from 54.5% at year-end 1999. The decrease was primarily the result
of the almost total charge-off of gross loans in Russia which, at December 31, 1999, totaled
€182 million, or 54.2% of total gross loans, €155 million of which was included in the allowance (such
amount being equal to 84.6% of the total allowance).

1999

The allowance for loan losses at December 31, 1999 was €3.46 billion, which was substantially
equal to the balance at year-end 1998 of €3.47 billion. The movement in the allowance for loan losses
in 1998 included the effect of the consolidation of the former IMI Group.

The total provisions and adjustments to loans decreased to €664 million in 1999, a decrease of
€99 million, or 13.0%, compared to year-end 1998. The Group’s non-specific allowance for coverage of
such risks amounted to €303 million, all related to non-bank institutions, compared to a non-specific
allowance of €334 million at the end of 1998.

Of the €664 million of total provisions and adjustments to loans in 1999, €382 million related to
non-performing loans, €194 million to problem loans, €16 million to restructured and loans in course of
restructuring, €56 million to unsecured loans exposed to country risk and €16 million to performing
loans.

Total writebacks of adjustments to loans in 1999 were €361 million, an increase of €107 million, or
42.1%, compared to 1998. The increase was principally due to an increase in collection of loans
previously written down to €223 million, 51.7% higher than in 1998.

Total allowance for loan losses related to the impairment due to the discounting of classified loans
was €357 million, a decrease of €106 million, or 22.9%, compared to 1998. In particular, write-downs
for the same kind of impairment totaled €262 million (compared to €334 million in 1998) on
non-performing loans, €74 million (compared to €109 million in 1998) on problem loans and
€21 million (compared to €20 million) on restructured and loans in course of restructuring.

At December 31, 1999, the allowance for loan losses on loans exposed to country risk increased by
32.6% from €138 million at year-end 1998 to €183 million, in spite of a 5.4% decrease in the amount of
gross positions in loans exposed to country risk from €355 million at year-end 1998 to €336 million at
year-end 1999.
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At December 31, 1999, the allowance for loan losses for country risk increased to approximately
54.5% of gross loans, as compared to 38.6% at year-end 1998. The increase was essentially the result of
the increase in positions in loans with country risk, such as those in Russia, which were only partially
compensated for by reductions in positions in loans in other countries such as Brazil.

The following tables show, at the dates indicated, a breakdown of the allowance for loan losses by

category.

Allowance for loan losses

Domestic

Building and construction industry ..............
Wholesale and retail . .......................

Manufacturing. . . ... ...
Transportation . . . .. ... . e
Agriculture ... ...
Communication . . . .......... ittt
Non commercial loans and mortgages to individuals ...........

Total non-financial businesses . . .. .. ...,
Government and other public entities . . . ...................
Credit institutions . .. ... ..ot i ittt e et et e
Other . .. e

Unallocated .............. . ... ...
International . . . .. ........ ... ... ... ... ....

Allowance for loan losses

Domestic

Building and construction industry . ............
Wholesale and retail . ......................
Manufacturing . . . ....... ... o Lo
Transportation. ... ......... ... ... .. ......
Agriculture . ... ... L
Communication . . ...,
Non commercial loans and mortgages to individuals

Total non-financial businesses . . . ..............
Government and other public entities . . .. .......
Credit institutions . . ...............ou.u....
Other .. ... .. e
Unallocated ............ ... . ... .. ...,
International . . . ..........................
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At December 31, 2003

Percent
Percent of total
Allowance allowance(1) loans(2)

(millions of €, except percentages)

592 12.01% 5.12%
972 19.72% 17.66%
1,064 21.58% 18.97%
71 1.44% 3.19%
207 4.20% 1.54%
11 0.22% 1.15%
717 14.54% 17.31%
3,634 73.711% 64.94%
11 0.22% 8.88%
2 0.04% 4.53%
81 1.64% 4.44%
978 19.85% —
224 4.54% 17.21%
4,930 100% 100%

At December 31, 2002

Percent of Percent total
Allowance allowance(1) loans(2)

(millions of €, except percentages)

602 12.98% 4.72%
944 20.36% 15.02%
707 15.25% 19.10%
55 1.19% 3.18%
208 4. 49% 1.48%
2 0.04% 0.77%
668 14.41% 16.30%
3,186 68.72% 60.57%
6 0.13% 8.52%
2 0.04% 3.35%
87 1.88% 6.54%
948 20.45% —
407 8.78% 21.02%
4,636 100% 100%




Allowance for loan losses

Domestic

Building and construction industry ....................
Wholesale and retail . ........ ... ... ... ... .. .....

Manufacturing. . .. ... .. .
Transportation . . . .. ... ... e
Agriculture .. ... ..
Communication . . ............. ..
Non commercial loans and mortgages to individuals .......

Total non-financial businesses . . .. .. ..................
Government and other public entities . . . ...............
Credit institutions . .. .. .. ..ttt
Other . ...
Unallocated . ........ ... . .. .. ...
International . . . ... ........ ... ... ... ... ... ... ...

Allowance for loan losses

Domestic

Building and construction industry . ..................

Wholesale and retail . ............ ... ... ... .......
Manufacturing . . . ... ... ..
Transportation . .. ....... ... .. ... i
Agriculture . ... ...
Communication . . .. ... vttt e
Households and others . ............ ... ... ... .....

Total non-financial businesses . . . ....................
Government and other public entities . . .. .............
Credit InStitutions . . ... ... ...\t
Other . ... e
Unallocated .. .......... .. i,
International . . . ... ...... ... ... .. ... ... ... . ....
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At December 31, 2001

Percent of Percent total
Allowance allowance(1) loans(2)

(millions of €, except percentages)

483 14.76% 3.57%
11.

683 20.88% 62%
18.

436 13.33% 19%

35 1.07% 2.44%

159 4.86% 1.18%

1 0.03% 1.10%

308 9.41% 12.27%

2,105 64.34% 50.37%

9 0.28% 9.81%

1 0.03% 7.15%

115 3.52% 8.33%
699 21.37% —

342 10.46% 24.35%

3,271 100% 100%

At December 31, 2000

Percent of Percent total
Allowance allowance(1) loans(2)

(millions of €, except percentages)

780 21.26% 3. 94%
12.
819 22.34% 73%
630 17.19% 18.76%
50 1.38% 2.03%
141 3.85% 1. 30%
1 0.03% 1.18%
320 8.72% 11.63%
2,741 74.77% 51.57%
3 0.08% 9.83%
1 0.03% 8.12%
94 2.56% 8. 50%
545 14.87% —
282 7.69% 21.98%
3,666 100% 100%




At December 31, 1999

Percent Percent total
Allowance for loan losses Allowance allowance(1) loans(2)

(millions of €, except percentages)

Domestic

Government and other public entities . . .................... 1 0.03% 9.60%
Credit Institutions . . ......... ...ttt 1 0.03% 10.39%
Non-financial businesses(3) . ............ ... 2,781 85.74% 51.13%
Other . ... 129 3.73% 4.05%
Unallocated . ....... ... 205 0.15% —
International . . . . ..... ... .. ... . ... . ... 341 10.32% 24.83%
Total . . . . ..o 3,458 100% 100%

(1) Allowance in category as percentage of aggregate allowances.
(2) Loans in category as percentage of total loans.
(3) Breakdown of non-financial businesses is not available for 1999.

The following table shows, certain credit quality ratios of the dates indicated:

At December 31,
2003 2002 2001 2000 1999

(percentages)

Loan loss allowance for non-performing loans as percentage of

total non-performing loans . . ....... ... ... ... ... .. 73.20 68.99 69.77 7143 59.25
Loan loss allowance for problem loans as percentage of total

problem loans . ........ .. ... ... ... i 3546 3198 26.88 34.15 32.10
Loan loss allowance for loans as percentage of total loans . . . .. 325 302 268 3.02 350
Non-performing loans as percentage of total loans:
Total . ... 288 281 253 293 421
Net .. 077 087 076 084 1.71
Problem loans as percentage of total loans:
Total . ... 120 115 089 1.10 1.56
Net .. 077 078 0.65 0.73 1.06
Net adjustments to loans as percentage of average loans and

leases to non-credit Institutions ...................... 061 043 039 030 044

The following table shows certain statistics related to total loans at dates indicated:

At December 31,

Total Loans(1) 2003 2002 2001 2000 1999
(millions of €, except percentages)
Totalloans. . ............. .. ... ... ...... 151,807 153,337 121,898 121,491 98,776
Net adjustments to loans as a percentage of total
loans ...... .. ... . 047%  033% 028%  018% 0.31%
Total allowance at the end of period as a percentage
oftotal loans . ............. ... ... .. .. ... 325%  3.02%  2.68%  3.02% 3.50%

(1) Total loans are loans net of any value adjustments but before deduction for the allowance for
possible loan losses. Total loans do not appear on the face of the balance sheet, but are set forth
in Note 11 to the Consolidated Financial Statements on page F-22 under “Total loans to
customers” and ‘“Total loans to banks”.
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Funding Sources

The principal components of the Group’s funding are customer deposits (demand and saving
accounts), repurchase agreements, certificates of deposit (“CDs”), bonds, subordinated debt and
interbank funding. Domestic current and saving accounts are primarily interest-bearing accounts. CDs
and bonds are issued both by Sanpaolo IMI, its international branches, Sanpaolo IMI Bank
(International) and Banca IMI Group, and have maturities ranging from three months to 10 years. The
Group’s retail customers are the main source of the Group’s funding.

At December 31, 2003, funding in euro represented approximately 87.89% of the Group’s total
funding.
The following table shows the source and type of the Group’s funding at the dates indicated:
At December 31,
2003 2002 2001

(millions of €, except percentages)

Customer funds:

Current accounts . .................. 53,968 3238% 52,197 31.05% 40,330  28.74%
Saving accounts . ................... 14,405 8.64% 18,116  10.78% 13,394 9.55%
Repurchase agreements. .. ............ 10,073 6.04% 12,917 7.68% 9,133 6.51%
CDS .o e 7.149 4.29% 7,310 4.35% 8,346 5.95%
Bonds ............... .. .. ... ..... 39,979  23.99% 39,447  23.46% 27,6095 19.74%
Commercial paper .................. 3,766 2.26% 4,139 2.46% 4,137 2.95%
Other(1) ....... ... 2,381 1.43% 2,924 1.74% 3,750 2.67%
Unsubordinated customer funds ........ 131,721 79.03% 137,050 81.52% 106,785 76.10%
Subordinated liabilities . .............. 6,414 3.85% 6,613 3.93% 5,607 4.00%
Total customer funds. ................ 138,135  82.88% 143,663 85.45% 112,392  80.10%
Due to banks:

Due to central banks . ............... 3,977 2.39% 1,775 1.06% 2,551 1.82%
Due to other banks. . ................ 24,557  14.73% 22,680 13.49% 25371  18.08%
Total due tobanks .................. 28,534  17.12% 24,455  14.55% 27,922  19.90%
Total funding . ..................... 166,669 100.00% 168,118 100.00% 140,313 100.00%

(1) Includes public funds administered at December 31, 2003, 2002 and 2001 amounting to
€175 million, €208 million, €100 million, respectively.
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The following table shows deposits at the dates indicated:

Domestic:

Non interest bearing demand deposits . .. ......
Interest bearing demand deposits
Savings deposits . .. ... ... o oL
Certificates of deposit. . . ..................

International:

Foreign demand deposits with government and
other public entities and with banks and credit
institutions

Other foreign demand deposits . . ............

Other foreign savings deposits and certificates of
deposits

At December 31,

2003 2002 2001
Average Average Average Average Average Average
balance rate balance rate balance rate

(millions of €, except percentages)

145 — 560 — 484 —
55,998  0.96% 45,639 2.43% 35,033 3.22%
17,510  1.50% 20,424 2.14% 18,345 3.45%

3457  197% 3352 295% 2386 3.25%
131 2.25% 198  2.06% 4  3.29%
2,194  223% 3587 1.76% 3,897 2.40%
13,955  2.24% 14,565 3.33% 13,434 4.21%

The following tables show short-term borrowings:

Amount outstanding at December 31,2003 ... ......... ... ... .......

Weighted average interest rate of the amount outstanding at December 31,

2003

Maximum amount outstanding at month-end during the year

Average amount outstanding during the year
Weighted average interest rate during the year

Amount outstanding at December 31,2002. .. ......... ... ... .......

Weighted average interest rate of the amount outstanding at December 31,

2002

Maximum amount outstanding at month-end during the year

Average amount outstanding during the year
Weighted average interest rate during the year

Amount outstanding at December 31,2001 . ........... ... ... .......

Weighted average interest rate of the amount outstanding at December 31,

2001

Maximum amount outstanding at month-end during the year

Average amount outstanding during the year
Weighted average interest rate during the year

At December 31, 2003

Repurchase  Commercial
agreements paper
(millions of €, except
percentages)
17,373 3,274
2.01% 1.40%
31,321 4372
22,333 2,904
2.29% 1.45%
At December 31, 2002
Repurchase = Commercial
agreements paper
(millions of €, except
percentages)
16,313 4,136
3.20% 2.41%
25,083 4,739
21,019 3,229
3.45% 2.67%
At December 31, 2001
Repurchase = Commercial
agreements paper
(millions of €, except
percentages)
14,230 3,549
3.46% 2.99%
22,075 4,599
16,726 3,701
3.96% 4.45%



ITEM 4. INFORMATION ON SANPAOLO IMI
A. History and Developments of Sanpaolo IMI
Incorporation, Length of Life and Domicile

Sanpaolo IMI is incorporated as a limited liability company (Societa per Azioni or S.p.A.) under
the laws of Italy. Sanpaolo IMI was created on November 1, 1998 by the merger of Istituto Bancario
San Paolo di Torino S.p.A. (“Sanpaolo”) and Istituto Mobiliare Italiano S.p.A. (“IMI”). Sanpaolo IMI
is the legal successor of both Sanpaolo and IMI. The life of Sanpaolo IMI, according to its charter, will
last until December 31, 2100.

Sanpaolo IMI is registered with the Company Registrar under number “06210280019” and with the
Bank of Italy as a bank and, together with its subsidiaries, as a banking group under numbers 5084,9,0
and 1025.6, respectively. Sanpaolo IMI is the reporting bank (“capogruppo”) of the Sanpaolo IMI
Group for regulatory purposes and, as capogruppo, is responsible for monitoring the Group’s activities
and maintaining the relationship with the Bank of Italy.

Sanpaolo IMI’s registered office is located at Piazza San Carlo 156, Turin and its secondary offices
are Viale dell’Arte 25, Rome, and Via Farini 22, Bologna. Sanpaolo IMI can be contacted by telephone
at +39-0115551.

History and Development

In the 1930s, the Italian banking industry went through a period of reorganization and regulation
in the course of which IMI was established as a public law entity (Ente di Diritto Pubblico) in 1931 and
Sanpaolo became a public law credit institution (Istituto di Credito di Diritto Pubblico) in 1932. In the
context of the reformed banking regulation, which lasted until the beginning of the 1990s, the main
focus of IMI’s activities was towards medium-and long-term lending to promote the development of the
Italian industrial sector, including lending for public works and export finance, while Sanpaolo’s
activities were directed more towards short-term commercial banking, together with certain separately
accounted sections for activities such as mortgage and industrial lending, in its home base of the
Piedmont region.

In the 1990s, certain reforms were introduced in the Italian banking sector. In particular, the Bank
of Italy relaxed certain restrictions on the opening of new branches and Sanpaolo was thus encouraged
to continue to expand beyond Piedmont. The Italian government also sought to encourage a greater
private sector involvement in banking through the conversion of charitable foundations with banking
businesses (such as Sanpaolo) into separate charities and businesses and through the sale of stakes in
state-controlled banks (such as IMI). These developments were to be effected through a series of legal
measures, including tax incentives, to strengthen the capital structure of the banking sector (the first of
which was Law No. 218 of July 30, 1990 (the “Amato Law”)) and through direct sales by the Italian
Ministry of Economy and Finance (the “Ministry of Economy and Finance”), previously known as the
Ministry of Treasury, of state-controlled holding companies.

Pursuant to the Amato Law, Sanpaolo was established as a Societa per Azioni as of December 31,
1991, under the name Istituto Bancario San Paolo di Torino Societa per Azioni. In 1992, approximately
21% of Sanpaolo’s share capital was floated in Italy and the shares traded on the Stock Exchange
Automated Quotation International System of the London Stock Exchange Limited (“SEAQ
International”).

The charitable foundation, Compagnia di San Paolo, indirectly remained majority shareholder until
1997, when six long-term shareholders and four medium-term shareholders purchased 22% of
Sanpaolo’s share capital, while a further 31% was sold in an Italian public offering and a global
institutional offering. Following the Bank of Italy’s approval, Sanpaolo became capogruppo.
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IMI became a Societa per Azioni in 1991. There was no public market for IMI’s shares prior to
1994. In that year, as part of the government’s direct privatization campaign, the Ministry of Treasury
and several other shareholders in IMI took part in a global offering (the “Global Offering”) of more
than one-third of IMI’s share capital. In connection with the Global Offering, IMI’s shares were listed
on the Italian Stock Exchange and its American Depository Shares (each ADS representing three
shares) were listed on the New York Stock Exchange, and the shares were also listed on SEAQ
International. In 1995, shares in IMI held by the Ministry of Treasury were privately placed with Italian
and European financial institutions and private industrial companies. In July 1996, IMI lead-managed
the third offering of its own shares by the Ministry of Treasury to institutional investors in Italy, Europe
and the United States.

The Merged Group

During the second half of the 1990s the banking sector in Italy and worldwide went through a
phase of rationalization and consolidation. In Europe, this consolidation was also influenced by the
introduction of the euro. In light of these developments, new Italian banking groups were created or
consolidated. The Italian Government and the Bank of Italy encouraged such developments. The
managements of both Sanpaolo and IMI determined that, to compete effectively in the changing Italian
and European banking environments, a larger size and an appropriate merger partner would be a
positive development and would also provide the basis for further aggregation and consolidation in the
sector.

The merger between Sanpaolo and IMI was completed as of November 1, 1998. For accounting
and tax purposes, the Merger became effective as of January 1, 1998. Sanpaolo IMI’s shares and ADSs
(each ADS representing two shares) are listed on, respectively, Mercato Telematico Azionario in Italy
and the New York Stock Exchange. The ADS depository is JPMorgan Chase Bank.

In 1999, in the context of the increasing consolidation of banking and financial services in Italy,
Sanpaolo IMI reached an agreement with Assicurazioni Generali S.p.A. (“Generali”’), an insurance
company, whereby Sanpaolo IMI would acquire control of the Banco di Napoli group, while Generali
would take over the insurance business of Istituto Nazionale delle Assicurazioni S.p.A. (“INA”).

During 2000, Sanpaolo IMI acquired control of the Banco di Napoli group. In 2002, Banco di
Napoli was merged into Sanpaolo IMI. The merger with Banco di Napoli became effective, for
corporate law purposes, as of December 31, 2002 and, for accounting purposes, as of January 1, 2002.
In 2003 the Sanpaolo and the Banco di Napoli networks were integrated and Sanpaolo Banco di Napoli
S.p.A. was incorporated. See “B. Significant Developments During 2003—Integration of distribution
networks—Integration of the Sanpaolo Network and the Banco di Napoli network and incorporation of
Sanpaolo Banco di Napoli”, below.

In January 2001, Sanpaolo IMI acquired a stake of approximately 11% in Cardine, the savings
bank resulting from the merger of the Casse Venete and CAER S.p.A., both operating in the North
East of Italy. In 2002, Cardine was merged into Sanpaolo IMI. The merger became effective, for
corporate law purposes, as of June 1, 2002 and, for accounting purposes, as of January 1, 2002.

In connection with the Cardine merger, the Compagnia di San Paolo and the two largest
shareholders of Cardine, the Fondazione Cassa di Risparmio di Padova e Rovigo and the Fondazione
Cassa di Risparmio in Bologna (collectively, the “Foundations™) agreed to the voluntary conversion
(the “Conversion”) of Shares held by the Foundations into preferred shares of a special class (the
“Azioni Privilegiate™).

The Conversion was made pursuant to Law 461 of December 23, 1998, enacted by legislative
decree 153 of May 17, 1999 (collectively, the “Ciampi Law”), which allows the ordinary shares of
banking institutions, such as Sanpaolo IMI, held by charitable banking foundations, such as the
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Foundations, to be converted into preferred shares of a special class. The Azioni Privilegiate have
priority over the Shares in respect of dividends and are currently entitled to vote only at extraordinary
shareholders’ meetings. In 2012, the Azioni Privilegiate held by the Foundations are scheduled to be
converted back into Shares with full voting rights. The Azioni Privilegiate will be converted into Shares,
by operation of law, if they are transferred to a different beneficial owner. If such a transfer occurred,
the conversion ratio of the Azioni Privilegiate into Shares would be one-to-one.

Following to the Conversion, as of December 31, 2003, the Foundations have a 15% interest in the
ordinary share capital of Sanpaolo IMI.

In Italy, there are no specific legal rules or accounting principles concerning the accounting
treatment of business combinations, including mergers. As a result, merger accounting in Italy has
developed on the basis of certain rules, including tax rules, specifically applicable to merger transactions
and combines aspects of the U.S. purchase and pooling of interests methods of accounting.

The Italian practice does not require a choice between two mutually exclusive methods but
depends rather on the provisions of the business combination agreement. Under Italian practice,
combinations that are effected through the exchange of shares, assets and liabilities (at historical
values) are generally aggregated, as in a consolidation process, net of intercompany eliminations;
shareholders’ equity is also aggregated, after elimination of cross-holdings.

The mergers by incorporation undertaken by Sanpaolo (and by Sanpaolo IMI, as applicable) were
accounted for, under Italian GAAP, as follows:

* the assets and liabilities of the merging companies were aggregated at their historical value with
intercompany eliminations; and

* the shareholders’ equity of the merging companies was aggregated at its historical value, taking
into consideration the cancellation of cross-ownerships.
B. Significant Developments During 2003
2003-2005 Plan

In February 2003, the Board of Directors of Sanpaolo IMI announced a business plan for
2003-2005 (the “2003-2005 Plan”). The initiatives of the Group in 2003 were aimed at the pursuit of
the targets of the 2003-2005 Plan. The targets of the 2003-2005 Plan include:

* improvement of the performance of domestic banking (Sanpaolo IMI’s core business),
* control of operating costs,
* greater exploitation of other Group assets (such as its insurance activities);
* active management of the investment portfolio, and
* transparent communication about and constant monitoring of the progress of the 2003-2005
Plan.
Integration of distribution networks

In 2003, the Group developed and rationalized its distribution networks in order to gradually
extend the model successfully adopted by the network of the Parent Bank and of Banco di Napoli
(collectively, the “Sanpaolo Network™). This model is based on the breakdown into territorial areas and
the specialization of operating points by customer segments.
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The model envisages that, when fully implemented, the Group’s territorial presence will cover
territorial areas and bank networks with efficient central structures, providing uniform supervision of
the respective territory.

Integration of the Sanpaolo Network and the Banco di Napoli network and incorporation of Sanpaolo
Banco di Napoli

The plan to integrate the distribution networks of the Group was first applied in the territorial
reorganization of the distribution structures of the Parent Bank and of Banco di Napoli, following the
merger between Sanpaolo IMI and Banco di Napoli on December 31, 2002.

In 2003, the branches of the Parent Bank and Banco di Napoli were integrated from a commercial,
credit, organizational and IT perspective. In particular:

* at the beginning of 2003, the network was reorganized into territorial areas with unitary
responsibility for the branches of the Parent Bank and Banco di Napoli;

* the organization model of the Sanpaolo Network was extended gradually to the Banco di Napoli
network; and

* the Sanpaolo IMI IT systems, including the MOI, were also extended to the Banco di Napoli
network.

During the second half of 2003, the newly incorporated Sanpaolo Banco di Napoli commenced its
activities. Sanpaolo Banco di Napoli is the only bank of the Group operating in mainland Southern
Italy.

Sanpaolo Banco di Napoli has 688 branches and 57 other operating points, and 5,813 employees
servicing more than one million retail customers and approximately 20,000 business customers. Net
shareholders’ equity of Sanpaolo Banco di Napoli was approximately €1.2 billion at the end of 2003.

Integration of the Cardine network
In 2003, the Group extended its distribution model to the North East regions of Italy.

On November 25, 2003, the merger by incorporation of Cardine Finanziaria into the Parent Bank
was approved. The merger became legally effective from December 31, 2003 and effective for
accounting and tax purposes from January 1, 2003. The goals of the merger were:

* realization of economies of scale, with the gradual centralization in the Parent Bank of the
operating support functions;

* the optimization of the exploitation of local brands, deeply rooted in the regional reference
markets; and

* the maximization of distribution synergies.

The merger, already envisaged in the 2003-2005 Plan, led to the creation of the North East
Territorial Direction, in support of the four bank networks (Cassa di Risparmio di Padova e Rovigo,
Cassa di Risparmio di Venezia, Cassa di Risparmio in Bologna and Friulcassa) operating in the
Triveneto (comprising the regions of Veneto, Friuli Venezia Giulia and Trentino Alto Adige) and Emilia
areas. The headquarters of the North East Territorial Direction, based in Padua, controls the
commercial and credit activities of the Group branches operating in that geographical area. It also
supports the development activities in its reference market, coordinating the distribution networks and
the other Group structures. The North East Territorial Direction became operative on January 1, 2004.
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Banca Popolare dell’Adriatico

On March 25, 2003, the Board of Directors of Sanpaolo IMI decided to proceed with a voluntary
public tender offer for the ordinary shares of Banca Popolare dell’Adriatico, a company in which the
Parent Bank already indirectly held 71.76% of the share capital.

The public tender offer was made for all of Banca Popolare dell’Adriatico’s outstanding ordinary
shares, excluding those already indirectly held by Sanpaolo IMI, at a price of €7.26 per share. Pursuant
to the offer, on June 18, 2003, the Sanpaolo IMI Group acquired 93.40% of Banca Popolare
dell’Adriatico’s outstanding ordinary shares, corresponding to 26.38% of Banca Popolare
dell’Adriatico’s share capital. Upon conclusion of the tender offer, Sanpaolo IMI’s stake in Banca
Popolare dell’Adriatico was 98.14%. Having exceeded the shareholding threshold of 98% required for a
“squeeze-out” pursuant to Italian law, Sanpaolo IMI exercised its right to purchase the remaining
shares of Banca Popolare dell’Adriatico in December 2003.

Development initiatives in Italy

In 2003, the partnership among Sanpaolo IMI, Cassa dei Risparmi di Forli and Cassa di Risparmio
di Firenze strengthened. On May 12, 2003, the transfer by Fondazione Cassa dei Risparmi di Forli (the
largest shareholder of Cassa dei Risparmi de Forli) of an 11.66% equity interest in Cassa dei Risparmi
di Forli to Sanpaolo IMI and Cassa di Risparmio di Firenze was completed. The transaction, linked
with the exercise of the first tranche of a put option granted to the Fondazione Cassa dei Risparmi di
Forli, involved 11,140,493 shares of Cassa dei Risparmi di Forli, for a total price of €90 million.
Sanpaolo IMI purchased 8,355,370 shares of Cassa dei Risparmi di Forli, equal to 8.75% of the
ordinary share capital of Cassa dei Risparmi di Forli, for €68 million. With the purchase, the stake in
Cassa dei Risparmi di Forli held by the Group rose from 21.02% to 29.77%.

On November 18, 2003, Sanpaolo IMI acquired 7% of the share capital of Banca delle Marche, in
accordance with an agreement signed in July 2003 with Banca delle Marche, Fondazione Cassa di
Risparmio di Jesi, Fondazione Cassa di Risparmio della Provincia di Macerata and Fondazione Cassa
di Risparmio di Pesaro. The purchase price was of €1.77 per share, representing a total investment of
€92 million. Sanpaolo IMI also granted Fondazione Cassa di Risparmio di Jesi, Fondazione Cassa di
Risparmio di Provincia di Macerata and Fondazione Cassa di Risparmio di Pesaro a put option on a
further 8% stake of Banca delle Marche. The option may be exercised until December 31, 2006. The
July 2003 agreement also provides for a collaboration agreement aimed at developing commercial and
operating synergies in wealth management, investment banking, corporate and international banking
and in the financing of public works.

Agreements and alliances with international partners
Santander Central Hispano

In 2003, Sanpaolo IMI and Santander Central Hispano S.A. (“SCH”) entered into a joint venture
agreement for the development of a pan-European project for the wholesale distribution of third-party
mutual funds. On October 9, 2003, Sanpaolo IMI and SCH entered into a purchase and sale agreement
for the acquisition by the Group of a 50% stake in All Funds Bank S.A. (“AFB”). AFB, wholly owned
by SCH, has a platform offering access to third- party funds available to institutional customers. The
agreement between Sanpaolo IMI and SCH also covers governance and the operational and
commercial relationships between AFB, Sanpaolo IMI and SCH. Sanpaolo IMI and SCH undertook to
ensure that each group’s unlisted subsidiaries refer exclusively to AFB for the distribution and
placement of third-party funds and for activities connected with such distribution and placement. The
purchase of 50% of AFB was completed on February 16, 2004. The purchase price paid by the Group
was €21 million.
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Eulia

In 2001, the Sanpaolo IMI Group entered into a strategic alliance with Eulia, the financial alliance
between the CDC group and the Caisse d’Epargne group (“GCE”) in France. The objective of the
alliance with Eulia was the development of industrial and commercial agreements in various banking
sectors. This alliance was ratified by a share exchange which was completed in December 2001.
Sanpaolo IMI acquired a 3.45% stake in CDC Ixis (holding subsidiary of the CDC group for market
activities) for €323 million, and CDC Ixis Italia Holding (a holding subsidiary of CDC Ixis), acquired a
1.529% stake in Sanpaolo IMI, also for €323 million.

In connection with the share exchange, the Sanpaolo IMI Group and the CDC/GCE groups
entered into a shareholders’ agreement. The shareholders’ agreement, whose original expiration date
was April 13, 2004, provided for Sanpaolo IMI to have, under certain circumstances, a put option
exercisable by June 13, 2004. The expiration of the shareholders’ agreement coincided with the
commencement of a reorganization process of the CDC/GCE groups, which will involve the creation of
a new banking group centered around Caisse Nationale des Caisses d’Epargne (“CNCE”). CNCE will
be, within the GCE group, the holding company that will control, among others, the companies
currently managed by CDC Ixis. CNCE will be organized pursuant to three “péle métiers” (Investment
and Financing Bank, Asset Management, and Banking Services & Securities).

The synergies and results that have been attained so far and the continuing strategic value of the
agreement with Eulia suggest that the relationship will continue. Since, as part of the reorganization
described above, CDC Ixis and Eulia will cease to exist, the Sanpaolo IMI Group’s investment will
need to be repositioned within the new GCE group. To that end, Sanpaolo IMI’s Board of Directors’
meeting on March 26, 2004 approved an extension of the shareholders’ agreement to September 30,
2004, in order to analyze the options and to take advantage of the opportunity of continuing
negotiations targeted at the repositioning of Sanpaolo IMI’s shareholding. This extension was
formalized in a document executed by the parties on April 19, 2004.

Sale of Banque Sanpaolo

On December 3, 2003, 60% of the Group’s French subsidiary, Banque Sanpaolo, was sold to
CNCE. The transaction, which generated a gross capital gain of €240 million for the Group, was made
pursuant to an agreement entered into on July 31, 2003 which valued 100% of Banque Sanpaolo at
€840 million. Pursuant to this agreement, CNCE has a call option, and Sanpaolo IMI has a put option,
on the remaining 40% of Banque Sanpaolo. The options are exercisable after four years, which may be
extended by two years, in exchange for cash or shares in CNCE or other companies of the GCE group.

The disposal, which is part of the strategic alliance with the CDC/GCE groups, enables the
creation of a significant partnership. The partnership is intended to create a leading entity in banking
services to small- and medium- sized companies on the French market, bringing together the market
penetration of the distribution network of the GCE group with the experience of Banque Sanpaolo in
the SME sector.

Initiatives to rationalize the Group structure

On June 30, 2003, Sanpaolo IMI, Banca Carige and Banco di Sardegna entered into an agreement
for the sale to the Sanpaolo IMI Group of the stakes in Eptaconsors held by Banca Carige and Banco
di Sardegna. The stakes correspond to 20.24% and 19.04% of Eptaconsors, respectively. Sanpaolo IMI,
which already held 60.72% of Eptaconsors, acquired full control over the company. The acquisition was
completed at a total price of €36 million.

In relation to the tax collection sector, effective October 1, 2003, the Ge.Ri.Co., Sanpaolo
Riscossioni Genova and Sanpaolo Riscossioni Prato (subsidiaries of Sanpaolo IMI active in the tax
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collection business) all merged into Esaban, which adopted the name GEST Line S.p.A. The
incorporation of the Group’s tax collection business into a single company increases operating efficiency
and enables economies of scale.

On December 3, 2003, the Group acquired all of the outstanding shares of Noricum Vita S.p.A.
(“Noricum Vita”), an insurance company which sells its own products through the branches of Cassa di
Risparmio in Bologna and Banca Popolare dell’Adriatico. The Group acquired a 51% stake in Noricum
Vita from Unipol Assicurazioni and a 5% stake in Noricom Vita from Reale Mutua. The Group
already controlled a 44% stake in Noricum Vita following the merger with Cardine Finanziaria. The
acquisition of the 56% stake cost €44 million.

Noricum Vita is the corporate vehicle through which the Insurance Restructuring (as defined
below) will be effected.

On December 16, 2003, the Board of Directors of Sanpaolo IMI approved the merger by
incorporation of IMI Bank (Luxembourg) into Sanpaolo Bank (Luxembourg). The merger permits the
integration and rationalization of the two companies. In addition, on the same date, the termination of
the activity of Sanpaolo Bank (Austria) was authorized.

Pursuant to the agreements of March 3, 2003 between Sanpaolo IMI and SCH, Sanpaolo IMI sold
its 50% stake in Finconsumo Banca to SCH, holder of the other 50%. The transaction, which is part of
the rationalization of the shareholdings of Sanpaolo IMI and SCH, took place in two phases. The sale
of a 20% stake was completed on September 8, 2003 at a price of €60 million, determining, at
consolidated level, a gross capital gain of €44 million. The 30% stake in Finconsumo Banca still held by
Sanpaolo IMI at the end of 2003 was sold to SCH pursuant to the exercise of a put option in January,
20 2004. The put option was provided for by the agreements of March 3, 2003. These agreements
established the mutual granting of put options to Sanpaolo IMI and of call options to SCH relating to
their respective stakes in Finconsumo Banca. The transaction was completed on January, 23 2004 at a
price of €80 million, representing, on a consolidated basis, a gross capital gain of €55 million for the
Group.

The extension of staff leaving incentives is part of the rationalization of the Group structure. In
2003, in accordance with the 2003-2005 Plan, the Group made use of the Fondo di solidarieta per il
sostegno del reddito, dell’'occupazione e della riconversione e riqualificazione professionale del Personale del
Credito (the “Solidarity Fund”). See Item 6. “D. Employees—Employment Agreements” on page 190
below. This enabled the Group to absorb excess personnel by offering staff leaving incentives, but also
to implement a rejuvenation of staff, the benefits of which, in terms of savings in personnel expenses,
represent the main cost synergies contemplated by the 2003-2005 Plan.

Development initiatives in foreign markets

On February 25, 2003, Sanpaolo IMI Internazionale approved the launch of a public tender offer
for the Hungarian bank Inter-Europa Bank, in which Sanpaolo IMI already owned a 32.5% stake. The
offer, launched on March 17, 2003 by Sanpaolo IMI Internazionale, was completed on April 15, 2003,
with the tender of a 52.7% stake in Inter-Europa Bank. Pursuant to the public offer, the Group holds
an 85.2% stake in Inter-Europa Bank. The cost of the acquisition was €31 million. Following further
purchases, the stake in Inter-Europa Bank held by the Group at the end of 2003 was €85.9%.

Fiat and Italenergia

The Fiat S.p.A. group (“Fiat”) is one of Italy’s largest industrial groups. Fiat’s core business, the
production of cars, is carried out by Fiat Auto S.p.A. (“Fiat Auto”). In the first quarter of 2004 the
Fiat group’s share of the European car market, in terms of sales, was 8.1%, in sixth place among
European car producers. Source: first quarter 2004 data of ACEA—European data base. In recent
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years, Fiat Auto has incurred significant losses. In June 2003, Fiat announced a restructuring plan
focused on its core business and divestment of non-core assets. After a consolidated loss of

€4.263 billion in 2002, Fiat registered consolidated losses of €1.948 billion in 2003 and €212 million in
the first quarter of 2004. As of December 31, 2003 and as of March 31, 2004, the net consolidated debt
of the Fiat group was €3.0 billion and €4.4 billion, respectively.

In 2002 and in 2003, Fiat’s group credit rating was downgraded to below investment grade by the
major rating agencies. The outlook attributed by the major rating agencies to Fiat’s debt is stable.

Fiat is controlled by IFIL which is controlled by, a shareholder of Sanpaolo IMI. See Item 7. “The
Major Shareholders” on page 193 below. Sanpaolo IMI and IFIL have, directly or indirectly, two
common directors/executive officer. Mr. Marocco, a Director of IFIL, was a director of Sanpaolo IMI
until April 29, 2004. Mr. Marrone is a Director of Sanpaolo IMI and is the chief executive officer of
IF1, an affiliate of IFIL. See Item 6. “A. Directors and Senior Management” on page 172 below.

IMI Investimenti, a company of the Sanpaolo IMI Group, in June 1999 entered into a non-binding
consultive agreement with IFIL, Assicurazioni Generali S.p.A. and Deutsche Bank relating to the
1.48% interest in Fiat held by IMI Investimenti. In 2003, the value of the stake of IMI Investimenti in
Fiat was subject to a write-down of €12.2 million. In July 2003, IMI Investimenti subscribed to its
attributable pro rata share (€27 million) of a €1,836 million capital increase of Fiat through a rights
offering. The capital increase was part of Fiat’s relaunch plan presented in June 2003. As of
December 31, 2003, the Group owned a total of 14.6 million Fiat shares (equal to 1.487% of Fiat’s
capital).

The Sanpaolo IMI Group, like other major Italian banking groups, has a material credit exposure
to the Fiat group. The exposure of the Sanpaolo IMI Group to Giovanni Agnelli & C. Sapa, a
shareholder of Sanpaolo IMI and the controlling shareholder of the Fiat group, (including the Group’s
1.487% equity interest in Fiat) was €1,229 million as of the end of 2002 the year before—as described
at pages 70-71 below—Sanpaolo IMI and other Italian banks entered into a series of transactions
designed to support Fiat’s strategic and industrial plan. Since the end of 2002, the Group’s exposure to
the Fiat group has been reduced.

The Fiat Framework Agreement

On May 27, 2002, Fiat, on the one hand, and Sanpaolo IMI, Capitalia S.p.A. (“Capitalia”) and
Banca Intesa S.p.A. (“Intesa”) on the other hand, entered into a framework agreement (the “Fiat
Framework Agreement”) which supports Fiat’s strategic and industrial plan. Unicredito Italiano S.p.A.
(“Unicredito” and, together with Sanpaolo IMI, Capitalia and Intesa, the “Participating Banks”) also
became a party to the Fiat Framework Agreement.

The Fiat Framework Agreement contemplated:
* An undertaking by Fiat to reach certain levels of net and gross indebtedness.

* An undertaking by the Participating Banks to grant the Fiat Convertible Facility (as described
below) and to acquire from Fiat a 51% equity interest in the European retail consumer loans
operations of FIDIS S.p.A. (“FIDIS”), the financial services and consumer credit holding
company of the Fiat group.

* An undertaking by Fiat to deconsolidate the debt of the Italenergia group from the Fiat group.

The Fiat Convertible Facility

Pursuant to the Fiat Framework Agreement, on July 26, 2002, the Participating Banks agreed to
grant to Fiat a €3 billion loan (the “Fiat Convertible Facility”’), consisting mainly of a conversion of
Fiat’s current short-term debt owed to the Participating Banks. The Fiat Convertible Facility is a
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mandatorily convertible facility. The maturity of the Fiat Convertible Facility is September 2005. The
Sanpaolo IMI Group’s participation in the Fiat Convertible Facility amounted to €400 million.

In addition to the Participating Banks, the Monte dei Paschi di Siena group, Banca Nazionale del
Lavoro S.p.A., ABN AMRO Bank N.V. and BNP Paribas S.A. participated in the Fiat Convertible
Facility.

The Fiat Convertible Facility contemplates, as its ordinary means of repayment, the conversion of
the outstanding unpaid balance, at the maturity date, into Fiat ordinary shares (the “New Fiat
Shares”). The number of New Fiat Shares that will be issued in repayment of the Fiat Convertible
Facility will correspond to (1) the arithmetic average between €14.44 (which represents an adjustment
from the originally agreed upon price of €15.5, the adjustment was made to take into consideration
Fiat’s rights issue of June 2003) and the weighted average of the share price of Fiat ordinary shares in
the six or three months preceding the issuance of the New Fiat Shares, divided by (2) the outstanding
balance at maturity. The average share price of Fiat ordinary shares in 2003 was €6.4376 per share. At
December 31, 2003, the Fiat Convertible Facility represented a loss of €153 million for the Sanpaolo
IMI Group. The potential loss of €153 million from the firm commitment relating to the Fiat
Convertible Facility has been entirely provided for by an appropriate allowance in the general reserve.

If Fiat issues the New Fiat Shares, the holders of the Fiat Convertible Facility will offer the New
Fiat Shares to the shareholders of Fiat in accordance with the pre-emptive rights granted by Italian law.

Sanpaolo IMI and IFIL have agreed that, if the New Fiat Shares are issued, IFIL will use its best
efforts to avoid the application of the provisions of Italian law relating to cross-ownership between
listed companies. See Item 10. “B. Foreign Investment—Securities Regulations” on page 209. IFIL has
agreed to use its best efforts to avoid, without financial cost to Sanpaolo IMI, limitations originating
from the cross-ownership between Sanpaolo IMI and Fiat and to allow Sanpaolo IMI to exercise full
voting rights in respect of any shares in Fiat that Sanpaolo IMI may hold.

Synesis Finanziaria/FIDIS Retail Italia

Pursuant to the Fiat Framework Agreement, the Participating Banks agreed to acquire a 51%
interest in FIDIS Retail Italia S.p.A (“FIDIS Retail Italia”) the holding company of Fidis’ European
retail consumer loans activity.

On May 14, 2003, the Participating Banks, each holding 25% of the equity, established a company
known as Synesis Finanziaria S.p.A. (“Synesis”) in order to acquire the interest in FIDIS Retail Italia.
On May 27, 2003, Synesis paid €253 million for a first tranche of the purchase price. A second tranche
of €118 million was paid on September 30, 2003. An agreed adjustment to the purchase price in
accordance with FIDIS Retail Italia financial results for the year 2003 is still in progress. The sale of
the 51% equity interest in FIDIS Retail Italia allowed the Fiat group to reduce its consolidated gross
financial indebtedness by approximately €6 billion

The Participating Banks and Fiat Auto have also entered into agreements relating to the corporate
governance of FIDIS Retail Italia. Pursuant to such agreements, the board of directors of FIDIS Retail
Italia consists of six members, out of which four are designated by Synesis and two by Fiat Auto. The
chairman of the board of directors, is one of the directors designated by Synesis; the deputy chairman
of the board of directors is one of the directors designated by Fiat Auto. Subject to certain exceptions
which require a qualified quorum, the board of directors of FIDIS Retail Italia adopts its resolutions,
including those relating to important corporate events, by simple majority. A qualified majority of 60%
of the share capital is required for certain decisions for which the extraordinary sharcholders’ meeting
of FIDIS Retail Italia is responsible.

Fiat Auto has a call option to buy back the 51% interest in FIDIS Retail Italia held by Synesis.
The call option can be exercised in certain periods between January 2004 and January 2006. The
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exercise price of the call option was set up to give the Participating Banks a predetermined return on
their investment.

In the event of a change in control of Fiat Auto or in case Fiat Auto’s selling of its 49% interest in
FIDIS Retail Italia, Fiat Auto will be required to purchase, or to cause a third party to purchase, the
51% interest in FIDIS Retail Italia held by Synesis at a price in line with the price contemplated by the
call option.

On May 20, 2003, the Participating Banks extended a three-year, €2.5 billion line of credit to
FIDIS Retail Italia. Each Participating Bank contributed equally to the line of credit. Because of the
extension of the line of credit, FIDIS Retail Italia was able to reimburse the intercompany lines of
credit guaranteed by Fiat.

Italenergia bis—Edison

Italenergia Bis S.p.A.(“Italenergia Bis”) is the holding company of Edison S.p.A. (“Edison”), the
holding company of Italy’s second largest energy group. Edison produces, imports and sells electric
power and hydrocarbons.

The current group structure is the result of a process that started in July 2001 with a public tender
offer to acquire Montedison S.p.A.—which at that time controlled Edison—through a vehicle called
Italenergia S.p.A., owned by Fiat (38.6%), Electricité de France (“EDF” 18%), Carlo Tassara (20%)
and by a group of three banks. Capitalia 9.6%, IMI Investimenti of the (Sanpaolo IMI Group) 7.8%,
and Banca Intesa 6%. Such banks are collectively referred to as the “Banking Shareholders”.

In June 2002, the Banking Shareholders, Fiat and EDF entered into an agreement for the
reorganization of the Edison group. The plan, completed in December 2002, provided for the creation
of a new holding company called (Italenergia Bis), where all shareholders of Italenergia transferred
their interests. Edison was merged into Italenergia and the new entity was called Edison S.p.A.(“New
Edison”).

Fiat sold to the Banking Shareholders a 14% interest in Italenergia Bis. As part of this transaction,
the Sanpaolo IMI Group purchased another 4.66% interest in Italenergia Bis, increasing its total equity
interest in Italenergia Bis from 7.82% to 12.48%.

Because of the sale, the stake held by Fiat in Italenergia decreased from 38% to 24%. Although
Fiat did not control the absolute majority of Italenergia, in accordance with the Bank of Italy’s
interpretation of the applicable large exposure regulations, before the sale, Italenergia group’s debt was
required to be consolidated with that of Fiat. The sale allowed Fiat to deconsolidate the Italenergia Bis
and Edison debt. This led to a €1,098 million decrease in the exposure of the Sanpaolo IMI Group to
the Fiat group and a concurrent increase in the Sanpaolo IMI Group’s exposure to Italenergia Bis by
the same amount.

In connection with the sale, the Banking Shareholders, Fiat and EDF entered into shareholders’
agreements. Such agreements among Italenergia Bis’ sharecholders include:

* Put and call options agreements among EDF and the Banking Shareholders relating to the
24.6% interest in Italenergia Bis held by the Banking Shareholders before the Fiat Sale. Each
Banking Shareholders pursuant to put and call options, will have the right to sell to EDF (put
options) its interest in Italenergia Bis. EDF will have the right to have each Banking
Shareholder sell (call options) such interests. The put options will be exercisable in
February 2005. The call options will be exercisable in March 2005. The exercise price of the put
and call options were set up to give the Participating Banks a predetermined return on their
investment. Furthermore, the exercise price of the put and call options allows the Participating
Banks to benefit from any potential up side relating to the performance of the Italenergia group.
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* Fiat’s option to sell to EDF its 24.6% interest in Italenergia Bis and options for the Banking
Shareholders to divest in favor of Fiat or EDF the 14% interest in Italenergia Bis acquired from
Fiat.

Corporate defaults of the Cirio group and the Parmalat group

Cirio S.p.A. (“Cirio”) and Parmalat S.p.A. (“Parmalat™) are large Italian companies active in the
food industry. Cirio and Parmalat defaulted on their corporate bonds in, respectively, November 2002
and December 2003. Cirio and Parmalat had, at the time of their defaults, €1,125 million and
€7,200 million of bonds outstanding, respectively. Both Cirio and Parmalat are currently subject to
bankruptcy procedures (amministrazione straordinaria). The Sanpaolo IMI Group, like the other major
Italian banking groups, has exposures to the Cirio group and the Parmalat group and is involved in
litigation proceedings ensuing from the defaults of Cirio and Parmalat. See Item 8. “B. Legal
Proceedings—Proceedings relating to the insolvencies of Cirio and Parmalat groups” on page 202
below.

As of December 31, 2003, the Sanpaolo IMI Group had approximately €306 million (including
€3.9 million to Parmatour S.p.A., an affiliate of Callisto Tanzi, the former chief executive officer of
Parmalat) and €25 million of outstanding loans to, respectively, the Parmalat group and the Cirio
group. In 2003, in connection with the exposures of the Sanpaolo IMI Group to the Parmalat group
and the Cirio group, provisions were made for, respectively, €273 million (approximately 90% of the
exposure to the Parmalat group) and €10 million (which, together with the provisions made previously,
resulted in a complete write-down of the exposure to the Cirio group).

To deal with the heavy repercussions of the Cirio and Parmalat defaults on investors’ portfolios,
the Group has taken several initiatives to protect investors. In 2003, Sanpaolo IMI issued an investment
policy, outlining the fundamental principles which govern the management of relationships with
investors. The policy focuses on the diversification of portfolios and the development of increased
investor awareness in relation to investment choices. Moreover, since 2002, cautious selection policies
have been adopted when offering customers securities for placement through the trading securities
portfolios offered to Group customers. Such policies are aligned with those adopted for proprietary
investments and the acceptance of credit risks.

The Bank has intensified its monitoring of the composition of customer portfolios, with the
objective of helping customers reducing, where appropriate, their risk profile through greater
diversification. With reference to the need for clear investor advisory activities, the banks belonging to
the Sanpaolo IMI Group have also joined the “Patfi Chiari”, an initiative promoted by ABI (the Italian
Bankers Association) to restore confidence in the Italian financial markets.

Recent Developments

Insurance Reorganization

On February 13, 2004, the Board of Directors of Sanpaolo IMI approved a project to reorganize
the Group’s insurance activities (the “Insurance Reorganization”). The Insurance Reorganization
provides for the concentration of all the life insurance companies and those active in the property and
casualty insurance business into a single holding company.

The Insurance Reorganization is expected to:

* rationalize the presence of the Group in the insurance market, leading to increased efficiency
and economies of scale;

* increase the focus of the Group on the insurance market; and

* anticipate the trends of the insurance market, creating the conditions to take advantage of the
opportunities for growth.
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Noricum Vita is the corporate vehicle identified for the realization of the Insurance
Reorganization (as defined below) in question. See: Developments in 2003, Initiatives to rationalize the
Group structure.

The Insurance Reorganization contemplates:

* the de-merger of the stake in Fideuram Vita S.p.A. (“FV”) in favor of the Parent Bank (as
outlined below);

* the de-merger of the stake in Sanpaolo Vita held by Sanpaolo Wealth Management in favor of
Noricum Vita; and

* the merger of Sanpaolo Vita and FV into Noricum Vita.

An important element of the Insurance Reorganization is the contribution to the insurance holding
company of FV. FV is a subsidiary of Banca Fideuram. Banca Fideuram is listed on the Italian Stock
Exchange. The Group controls 73.4% of Banca Fideuram. In order to contribute FV to the single
insurance holding company, the Boards of Directors of Sanpaolo IMI and of Banca Fideuram
approved, on May 18, 2004, a de-merger project of the equity interest held by Banca Fideuram in FV
in favor of Sanpaolo IMI. The project will be presented for approval to the extraordinary shareholders’
meetings of Sanpaolo IMI and Banca Fideuram. The extraordinary Sanpaolo IMI shareholders’ meeting
has been called for June 29, 2004 (first call) and June 30, 2004 (second call).

Based upon the figures as of December 31, 2003, the reference date used for valuation purposes in
the de-merger, the key financial terms of the de-merger are:

* the valuation attributed to the participation held by Banca Fideuram in FV (corresponding to
99.8% of the share capital of FV) €678.6 million (of which €603.0 million correspond to the
embedded value of the equity interest as of December 31, 2003, net of €8.7 million of dividends
distributed to Banca Fideuram by FV during the first quarter of 2004);

* the allocation to Banca Fideuram sharecholders, other than Sanpaolo IMI, of Sanpaolo IMI
Shares valued at €9.27 per Share, corresponding to the official average Share price (ex-dividend)
during the month preceding May 17, 2004; and

* the allocation to Banca Fideuram shareholders of Sanpaolo IMI Shares will be proportional to
the participation in Banca Fideuram held by each shareholder other than Sanpaolo IMI: the
exchange ratio has been fixed at 0.07470 Sanpaolo IMI Shares for each Banca Fideuram share.

The de-merger is expected to become effective in the fourth quarter of 2004, and is subject to
regulatory approval.

The information on the de-merger contained in this annual report on Form 20-F does not constitute an
offer of securities for sale in the United States or offer to acquire securities in the United States.

The securities that will be distributed pursuant to the de-merger have not been, and are not intended to
be, registered under the Securities Act of 1933, as amended (“Securities Act”), and may not be offered or
sold, directly or indirectly, into the United States except pursuant to an applicable exemption. The securities
are intended to be made available within the United States in connection with the de-merger pursuant to an
exemption from the registration requirements of the Securities Act.
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Agreements and alliances with international partners

For recent developments concerning the strategic alliance with Eulia, see “Developments in 2003,
Agreements and alliances with international partners, Eulia,” above.

New Organizational Model

Effective on May 1, 2004, the Group introduced a new organizational model. See “Organization by

Business Sectors” below.

Principal Capital Expenditures and Divestitures

The largest capital expenditures in 2003 related to the acquisition of a 25% equity stake in Synesis
Finanziaria S.p.A. for €93 million, the acquisition of a 7% equity stake in Banca delle Marche for
€92 million and an increase of the equity stake in Banca Popolare dell’Adriatico S.p.A. from 71.76% to
100% for €82 million. These capital expenditures were financed internally. From January 1, 2003
through the date of this annual report, there were no material principal capital expenditures. The
following table shows the Group’s principal capital expenditures for the years ended December 31, 2002
and 2001. For the year ended December 31, 2003 there were no principal capital expenditures. For
purposes of this table “principal capital expenditure” means any capital expenditure in excess of

€100 million.

Amount
Company Country Description Financing Invested
- (in millions
of €)
Capital Expenditures 2002
Banka Koper .. ............. Slovenia Increase of equity stake from Internal 116
15% to 62.1%
Banco di Napoli............. Italy Increase of saving shares from Internal 144
0.85% to 87.26%
Compagnia di San Paolo Italy Acquisition of 100% equity stake  Internal 230
Investimenti Patrimoniali Spa .
IMI Investimenti Spa . ........ Italy Increase of equity stake from Internal 179
51% to 100%
NHSSpa.................. Italy Increase of equity stake from Internal 127
51% to 100%
Italenergia Bis . .. ........... Italy Increase of equity stake from Internal 183
7.82% to 12.48%
Total 2002 . . ............... 979
Capital Expenditures 2001
Banca Cardine . . ............ Italy Acquisition of 10.9% equity stake Internal 516
Cassa dei Risparmi di Forli .... Ttaly Acquisition of 21% equity stake Internal 169
N Italy Acquisition of 0.26% equity stake Internal 143
CDCIXIS.............. ... France  Acquisition of 3.88% equity stake Internal 323
Italenergia . .. .............. Italy Acquisition of 7.82% equity stake Internal 248
Total 2001 .. ............... 1,399
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The following table shows the Group’s principal capital divestitures for the years ended
December 31, 2003, 2002 and 2001.

For purposes of this table “Principal Capital Divestiture” means any Capital Divestiture in excess
of €100 million.

Company Description Proceeds

(millions of €)

Capital Divestitures 2003. . ......................

Banque Sanpaolo S A......... .. ... . o L Sale of 60% equity stake 500
Total 2003 S
Capital Divestitures 2002

Cardine Banca Spa .. ......... ... ... ... ..... Sale of 8.61% equity stake 473
Banca Agricola Mantovana . ..................... Sale of 8.49% equity stake 110
Total 2002. . . . ... ... .. 583
Capital Divestitures 2001

Montedison . ........ .. ... . . i Sale of 6.2% equity stake 339
Beni Stabili............... .. ... .. L. Sale of 10.7% equity stake 111

Total 2001 . . . ..ot 450

From January 1, 2004 through June 15, 2004, there were neither Principal Capital Expenditures
nor Principal Capital Divestitures.

Public Tender Offers

No public tender offer in respect of Sanpaolo IMI’s Shares has been made from January 1, 2003 to
date.

C. Business Overview

At December 31, 2003, the Group was one of the leading banking groups in Italy by total assets
(€202.6 billion), loans to customers (€124.6 billion) and customers’ financial assets (€368 billion), of
which 35.8% was represented by direct customer deposits (€131.7 billion), 39% by assets under
management (€143.7 billion) and 25.2% by assets under administration (€92.6 billion). At the same
date, the Group had 3,168 branches in Italy, together with 104 branches and 18 representative offices
abroad.

Sanpaolo IMI Group is a full service banking group which provides a broad range of credit and
financial products and services to its customers in Italy and abroad. The Group’s business consists of
banking, asset management and capital markets activities, as well as certain other banking-related
services. The Group’s principal banking operations are retail banking, corporate banking (including
advisory and project finance), investment banking, merchant banking, asset management (including
private banking services and insurance), mortgage banking and medium- and long-term lending. In
addition, the Group has an active treasury and trading operation. Sanpaolo IMTI’s capital markets
activities including acting as a specialist in the Italian government bond market, as a leading
underwriter and trader in the Italian domestic equity market, and as lead manager in Eurobond issues
and warrants.
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Organization by Business Sectors

As of December 31, 2003, the Group was active in four business sectors. Each business sector
comprised different business areas. Each business area had, within the Group, a certain level of
autonomy and was subject to individual monitoring and budgeting activities.

Business Sector Business Areas

Domestic Banking Networks . ............... Sanpaolo Network and consumer banking
Former Cardine bank networks
Banca OPI

Large groups and structured finance
Other Italian networks
Tax collection activities

Personal Financial Services .. ............... Banca Fideuram

Wealth Management and Financial Markets . . . . . Sanpaolo IMI Wealth Management
Eptafund
Banca IMI

Sanpaolo IMI private equity

International Activities .................... Foreign network
Sanpaolo IMI Internazionale

As of December 31, 2003, the Group’s four business sectors were structured as follows:

* Domestic Banking Networks. This business sector provides national coverage through over 3,000
branches. It includes:

* the Sanpaolo Network and Consumer Banking Business Area, which is widespread in North
West Italy, and, through Sanpaolo Banca di Napoli, in the mainland South of Italy; and

* the former Cardine bank networks, which is widespread in North East Italy.
The Domestic Banking Network business sector also includes:

* the Banca OPI Business Area, which provides consultancy, medium- to long-term project
financing and financing for public entities;

* the Other Italian Networks Business Area, covering the Group’s participation in Cassa di
Risparmio di Firenze and in Cassa dei Risparmi di Forli;

* the Large Groups and Structured Finance Business Area; and
¢ the Tax Collection Activities Business Area.

* Personal Financial Services. This business sector’s activities are carried out through the networks
of financial planners of the Banca Fideuram Business Area servicing customers with a medium-
to high-savings potential.

* Wealth Management and Financial Markets. This business sector includes:

¢ the Sanpaolo IMI Wealth Management Business Area, providing asset management
products and services to the Group’s own distribution structures, to institutional investors
and third-party networks;

* the Eptafund Business Area, operating mainly in asset management;

* the Banca IMI Business Area, the Group’s investment bank; and
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* the Sanpaolo IMI Private Equity Business Area, in which the private equity activities of the
Group have been concentrated;

* [nternational Activities. This sector includes:
* the Foreign Network Business Area, involved in corporate lending; and

* the Sanpaolo IMI Internazionale Business Area, established to develop and supervise the
Group’s activities in geographical areas and foreign countries of strategic interest, such as
Central Eastern Europe and the Mediterranean.

The Group also has Central Functions, which include:

* the Parent Bank functions which are responsible for the Group’s strategy, holding activities
(through IMI Investimenti) and all the activities for the direction, management and control of
the Group;

* IMI Investimenti is the holding company of the large strategic stakes in unaffiliated companies
held by the Group. IMI Investimenti manages the major industrial holdings of the Group with
particular reference to the amount, the impact in terms of “significant exposures”, and the
strategic importance attributed by the Group.

* the shareholdings not held by IMI Investimenti which include, among others, a 2.9% stake in
SCH and a 3.4% stake in CDC Ixis;

* the treasury functions; and

e the MOI.
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The following chart provides an overview of the internal operational organization of the Sanpaolo

IMI Group as of December 31, 2003:

DOMESTIC BANKING NETWORKS

SANPAOLO NETWORK AND CONSUMER BANKING
- Sanpaolo Network

- Parent Bank

- Sanpaolo Banco di Napoli

Sanpaolo Leasint

- Finemiro Banca (97%)

Sanpaolo Bank (Luxembourg) (2)

Sanpaolo Bank (Austria) (3)

- Sanpaolo Bank (Switzerland)

FORMER CARDINE BANK NETWORKS (4)
- Cassa di Risparmio di Padova e Rovigo

- Cassa di Risparmio in Bologna

- Cassa di Risparmio di Venezia

- Banca Popolare dell’Adriatico

- Friulcassa

BANCA OPI

LARGE GROUPS AND STRUCTURED FINANCE
- Parent Bank

OTHER ITALIAN NETWORKS

- Cassa di Risparmio di Firenze (19.5%)

- Cassa dei Risparmi di Forli (29.8%)

- Banca delle Marche (7%)

TAX COLLECTION

- Parent Bank

- GEST Line

CENTRAL FUNCTIONS
PARENT BANK FUNCTIONS

SHAREHOLDING INVESTMENTS
- SCH (Spain; 2.9%)
- CDC Ixis (France; 3.4%)
- Banque Sanpaolo (France; 40%)
- Finconsumo Banca (30%) (1)
- Other shareholdings

TREASURY
- Parent Bank
- Sanpaolo IMI US Financial (United States)
- Sanpaolo IMI Bank International
(Madeira, Portugal)

MACCHINA OPERATIVA INTEGRATA
(INTEGRATED OPERATING VEHICLE)

IMI INVESTIMENTI

PERSONAL FINANCIAL SERVICES
BANCA FIDEURAM (73.4%)

- Sanpaolo Invest SIM

Banque Privée Fideuram Wargny (France)
Fideuram Investimenti

Fideuram Vita

- Fideuram Bank (Luxembourg)
Fideuram Assicurazioni

Fideuram Fiduciaria

Fideuram Bank Suisse (Switzerland)

- Fideuram Gestions (Luxembourg)

- Fideuram Asset Management (Ireland)
Sanpaolo Invest Ireland (Ireland)

WEALTH MANAGEMENT AND FINANCIAL MARKETS
SANPAOLO IMI WEALTH MANAGEMENT

- Sanpaolo IMI Asset Management

- Sanpaolo Vita

- Sanpaolo Life (Ireland)

- Sanpaolo IMI Wealth Management (Luxembourg)
- Sanpaolo IMI Institutional Asset Management

- Sanpaolo IMI Alternative Investments
EPTAFUND

BANCA IMI

- IMI Bank (Luxembourg) (2)

- IMI Investments (Luxembourg)

- IMI Capital Markets USA (United States)

- Banca IMI Securities (United States)
SANPAOLO IMI PRIVATE EQUITY

- LDV Holding (Netherlands)

INTERNATIONAL ACTIVITIES

FOREIGN NETWORK

- Parent Bank

- Sanpaolo IMI Bank Ireland (Ireland)
SANPAOLO IMI INTERNAZIONALE

- Banka Koper (Slovenia; 62.6%) (5)

- Inter-Europa Bank (Hungary; 85.9%)

- Sanpaolo IMI Bank Romania (Romania; 97.9%)

(1) The sale of the 30% stake in Finconsumo Banca to SCH was completed on January 23, 2004.




(2) The merger by incorporation of IMI Bank (Luxembourg) into Sanpaolo Bank (Luxembourg) was
approved on December 16, 2003.

(3) The termination of the activity of Sanpaolo Bank (Austria) was authorized on December 16, 2003.

(4) From January 1, 2004, Cassa di Risparmio di Padova e Rovigo, Cassa di Risparmio in Bologna,
Cassa di Risparmio di Venezia and Friulcassa operate within the North East Territorial Direction,
while Banca Popolare dell’Adriatico refers to the Sanpaolo Network.

(5) On February 18, 2004 the stake in Banka Koper was increased from 62.6% to 62.9%.

On May 1, 2004, the new Board of Directors that was elected by the general shareholders’ meeting
of April 29, 2004, which introduced a new organization model for Sanpaolo IMI. This model confirms
the focus on commercial banking activities and the rationalization, optimization and development of
other specialist businesses. The Domestic Banking Networks Business Sector was renamed Commercial
Banking Business Sector. The new organization model strengthens the unitary governance of the
distribution networks and their specialization by customer segment. The Group’s central governance,
management and control structures were also rationalized and strengthened.

The main differences compared to the prior organizational structure are:

* the introduction of two new Business Sectors, dedicated, respectively, to insurance activities and
to the support of local government structure and public bodies;

* the separation of wealth management activities from investment banking activities; and

* the incorporation of the international activities into Commercial Banking.
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The following chart provides an overview of the internal operational organization of the Sanpaolo

IMI Group, effective from May 1, 2004:

CENTRAL FUNCTIONS

STRATEGIC DIRECTION, MANAGEMENT AND
CONTROL FUNCTIONS
- Parent Bank

SHAREHOLDING INVESTMENTS
- Parent Bank
- SCH (Spain; 2.9%)
- CDC Ixis (France; 3.4%)
- Banque Sanpaolo (France; 40%)
- Cassa di Risparmio di Firenze (19.5%)
- Cassa dei Risparmi di Forli (29.8%)
- Banca delle Marche (7%)
- Other shareholdings

FINANCE
- Parent Bank
- Sanpaolo IMI US Financial (United States)

MACCHINA OPERATIVA INTEGRATA
(INTEGRATED OPERATING VEHICLE)
- Parent Bank

COMMERCIAL BANKING
SANPAOLO

- Parent Bank

- Sanpaolo IMI Bank Ireland (Ireland)

- Sanpaolo IMI Internazionale

- Finemiro Banca (96.8%)

- Sanpaolo Leasint

- Farbanca (15.8%)

- Sanpaolo Fiduciaria

- Sanpaolo Bank (Luxembourg)
BANCA POPOLARE DELL’ADRIATICO
CASSA DI RISPARMIO DI PADOVA E ROVIGO
CASSA DI RISPARMIO IN BOLOGNA
CASSA DI RISPARMIO DI VENEZIA
FRIULCASSA
SANPAOLO BANCO DI NAPOLI

ASSET MANAGEMENT

SANPAOLO IMI WEALTH MANAGEMENT

- Sanpaolo IMI Asset Management

- Sanpaolo IMI Wealth Management (Luxembourg)
- Sanpaolo IMI Institutional Asset Management

- Sanpaolo IMI Alternative Investments

- Sanpaolo IMI Bank International (Madeira, Portugal)

The Distribution Network

INVESTMENT BANKING

BANCA IMI

- IMI Bank (Luxembourg)

- IMI Investments (Luxembourg)

- IMI Capital Markets USA (United States)
- Banca IMI Securities (United States)
SANPAOLO IMI PRIVATE EQUITY

- LDV Holding (Netherlands)

IMI INVESTIMENTI

STRUCTURED FINANCE (Parent Bank)

PERSONAL FINANCIAL SERVICES
BANCA FIDEURAM (73.4%)

- Sanpaolo Invest SIM

- Banque Privée Fideuram Wargny (France)
Fideuram Investimenti

Fideuram Bank (Luxembourg)
Fideuram Fiduciaria

Fideuram Bank Suisse (Switzerland)
Fideuram Gestions (Luxembourg)
Fideuram Asset Management (Ireland)
- Sanpaolo Invest Ireland (Ireland)

INSURANCE HOLDINGS
NORICUM VITA

- Sanpaolo Vita

- Sanpaolo Life (Ireland)
- Egida (50%)

- Fideuram Vita

- Universo Servizi

LOCAL ENTITIES AND PUBLIC BODIES
BANCA OPI
LOCAL ENTITIES DEVELOPMENT (Parent Bank)

At the end of December 2003 the Sanpaolo IMI Group had a network of 3,168 banking branches
in Italy, 32.8% of which are distributed throughout the North West, which is in-depth covered by the
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Sanpaolo Network, 29.3% in the North East, where the former Cardine bank networks are
concentrated, and 25.5% in Southern Italy and the Islands, where the Sanpaolo Network also operates
(through the 688 branches and 57 operating points of Sanpaolo Banco di Napoli for the mainland
regions). The remaining 12.4% of the Group net-work is situated in Central Italy, where there are
branches of Cassa di Risparmio di Firenze (in which the Group holds a 19.5% interest) and Banca
delle Marche (in which in which the Group holds a 7% interest). Sanpaolo IMI has stipulated
distribution agreements with both banks. Further commercial agreements have been stipulated with
Cassa dei Risparmi di Forli, which has about eighty branches mainly operating in the North East.

The Group’s distribution structure is also made up of 4,675 financial planners, mainly of Banca
Fideuram and Sanpaolo Invest SIM. During 2003 the latter completed its transformation into SIM,
ceasing its performance of banking activity and focusing on the provision of investment services through
its network of financial planners. The Group operates abroad through a network of 104 branches and
18 representative offices. Also during the year, the Parent Bank opened a branch in Shanghai and
representative offices in Madrid and Barcelona.

At December 31 % Change
d December 31, 2003-
Distribution network (Italy and abroad) 2003 2002 December 31, 2002
Banking branches and area offices . . . .......... ... ... ... 3,272 3,205 2.1
Italy. . .o 3,168 3,069 3.2
—Sanpaolo IMI . . ... ... . . 1,438 2,115 (32.0)
Abroad . ... ... 104 136 (23.5)
Representative offices . . . ....... ... ... . 18 17 59
Exclusive financial planners. . .......... ... ... ... ..... 4,675 4,955 5.7
—Banca Fideuram . .. ........ ... 3,413 3,520 (3.0)
—Sanpaolo Invest SIM (formerly Banca Sanpaolo Invest) . ... ... 1,130 1,234 84)
Sanpaolo Former Cardine
Distribution network (Italy at December 31, 2003) Network(1) bank network Other(2) Total
% % % %

North-West (Piedmont, Val d’Aosta,

Lombardy, Liguria) ............... 987  46.4 13 1.5 39 209 1,039 328
North-East (Veneto, Trentino Alto Adige,

Friuli-Venezia-Giulia, Emilia Romagna) . 107 50 719 84.1 104 556 930 293
Center (Tuscany, Marche, Umbria, Lazio,

Abruzzo, Molise) . . ............... 242 114 123 144 27 144 392 124
South & Islands (Campania, Apulia,
Basilicata, Calabria, Sicily, Sardinia) . . . 790 372 — — 17 9.1 807 255

Banking branches and area offices in Italy 2,126 100.0 855  100.0 187 100.0 3,168 100.0

(1) Includes, in addition to the 1,438 branches of the Parent Bank, the 688 branches of Sanpaolo
Banco di Napoli.

(2) Includes the branches of Banca Fideuram (88), Finemiro Banca (22), Farbanca (1) and Cassa dei
Risparmi di Forli (76).
Assets Managed on Behalf of Customers

As of December 2003, customer financial assets held by the Group were €368 billion, an increase
of 3.3% (4.4% against pro forma data) at the end of December 2002. For a discussion of pro forma
data, see: Item 5. “Presentation of Results” on page 100 below.
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In 2003 indirect deposits increased by 7.8% (the same increase took place on a pro forma basis).
The increase is primarily attributable to the positive performance of the financial markets, which is
reflected in new subscriptions and in the revaluation of the existing assets. In 2003 direct deposits
decreased by 3.9% (1.1% on a pro forma basis).

Asset Management and Administration

As of December 2003, asset management volumes were €143.7 billion, an increase of 9.3% (8.1%
on pro forma basis) or €12.2 billion against the end of 2002 (€10.8 billion on a pro forma basis). Of
such increase (on a pro forma basis), €7.8 billion are attributable to net in-flow and €3.0 billion to the
revaluation of assets.

As of December 2003, mutual funds and fund-based portfolio management were €102.7 billion, an
increase of 8.2% (4.9% on a pro forma basis) since the beginning of the year. The increase (on a pro
forma basis) was due to a net flow of €2.7 billion and to the positive performance of the financial
markets. The performance of the financial markets, which began to recover in March 2003, induced
customers to prefer lower risk products in the first part of 2003, with a return to equity funds only
towards the end of the year. As a result of these investment decisions, the breakdown of funds by type
as of December 31, 2003 shows a decrease from the balanced funds in favor of equity, bond and
liquidity funds. At the end of 2003, the Group held the top position in the domestic market for asset
management, with a market share of 21.1% (Source: Assogestioni) consistent with the levels registered
at the end of December 2002.

In 2003 the life insurance sector grew by approximately 27%, in accordance with the growth trend
recorded in 2002 (35%). Life technical reserves, equal to €33.5 billion, grew by 23.5% (27.2% on a pro
forma basis) benefiting from a net in-flow of €6.3 billion.

At the end of 2003 assets under administration reached €92.6 billion, an annual growth of 5.6%
(7.4% on a pro forma basis).

At December 31,

% 2003/2002

Customer Financial Assets 2003 2002 2002 pro forma pro forma
Amount (%) Amount (%) Amount (%) (%)
(millions of €) (millions of €) (millions of €)

Asset management . ... 143,711 39.0 131,515 36.9 132,931 37.7 8.1
Asset administration . . . 92,610 25.2 87,717 24.6 86,244 24.5 7.4
Direct deposits . ... ... 131,721 35.8 137,049 38.5 133,236 37.8 (1.1)
Customer financial

assets . ........... 368,042 100.0 356,281 100.0 352,411 100.0 4.4

At December 31,

% 2003/2002

Customer Financial Assets 2003 2002 2002 pro forma pro forma
Amount (%) Amount (%) Amount (%) (%)
(millions of €) (millions of €) (millions of €)

Mutual funds and fund-
based portfolio

management . ... ... 102,738 71.5 94,918 72.2 97,982 73.7 49
Portfolio management . . 7,437 52 9,443 7.2 8,586 6.5 (13.4)
Life technical reserves . . 33,536 23.3 27,154 20.6 26,363 19.8 27.2
Asset management . ... 143,711 100.0 131,515 100.0 132,931 100.0 8.1
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Change in Assets under Management 2003 2002 2002 pro forma

(millions of €) (millions of €) (millions of €)

Net inflow for the period. . ......... ... ... ... ... 7,748 3,197 3,175
—Mutual funds and fund-based portfolio management. . . 2,659 (3,641) (3,716)
—Portfolio management. . .............. .. .. ..... (1,251) (853) (687)
—Life policies . . . ... .. 6,340 7,691 7,578

Performance effect ................ ... ... .. .. ... 3,032 (10,161) (9,849)

Change in assets under management . . ............... 10,780 (6,964) (6,674)

December 31, December 31, December 31,

Mutual Funds by Type 2003 2002 2002 pro forma

(%)

Equity . ... .. 23.6 22.3 22.5

Balanced .......... ... ... .. ... 7.4 10.9 10.2

Bond . ... .. 41.5 39.7 40.3

Liquidity . . . . ..o 27.5 27.1 27.0

Total Group mutual funds . ... ...................... 100.0 100.0 100.0

Activities in Financial Markets
Dealing and Treasury Activities

In 2003, the Parent Bank continued its centralized activity with respect to market transactions. The
strengthening of exchanges between Group companies enabled the Group’s treasury function to pursue
a consistent intervention strategy with regard to the management of deposits and loans.

With respect to medium- and long-term funding, also centralized with the Parent Bank in relation
to the needs of the banking networks and Group companies which are served the by integrated treasury
function, in 2003 Sanpaolo IMI issued securities in the amount of €3.3 billion, of which €2.8 billion
consisted of senior debt securities and €550 million consisted of lower Tier II and Tier III subordinated
debt. Securities in the amount of €1.2 billion were issued in the international markets, of which
€800 million consisted of senior debt securities and €400 million consisted of lower Tier II and Tier III
subordinated debt. Other funding, in the amount of €1.4 billion, was raised in the form of private
placements or direct deposits from banks and international organizations. Medium- and long-term
issues of the former Cardine bank networks, issued entirely to retail customers, also generated total net
flows of €2.5 billion.

As of December 31, 2003, the Group’s securities portfolio increased to €25.3 billion, an increase of
18.2% against the pro forma amount at the end of 2002. The investment component of the portfolio
was €2.9 billion, accounting for 11.6% of the total, in comparison to 11.2% at the end of 2002
(€2.4 billion).

As of December 31, 2003, the Securities dealing portfolio of the subsidiary Banca IMI increased to
€10.7 billion, an increase of 62.1% compared with the 6.6 billion held at the end of 2002. This portfolio
consisted of 70.1% Italian Government and EU public bonds and 10.4% of other bonds.

As of December 31, 2003, the Parent Bank’s securities portfolio decreased to €11.3 billion, a
decrease of 19.4% compared with the pro forma amounts at the end of 2002. The decrease takes into
account the reclassification of certain capitalization contracts, previously classified as securities, credits
or loans. This decrease is attributable to the adjustment of the portfolios acquired in the merger of
Cardine Banca and Banco di Napoli in connection with the guidelines approved during 2002 by the
Board of Directors of the Parent Bank.
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As of December 31, 2003, the dealing component of the Parent Bank’s portfolio was €8.8 billion,
the investment component was €2.5 billion. Government bonds accounted for 22% of the dealing
portfolio, while bonds from financial and banking issuers (including Group securities) were 78% of the
dealing portfolio. Approximately 90% of the investment component was represented by Government
and international organization bonds, with the remaining 10% made up of corporate issues.

Placement and Advisory Business

In 2003 Banca IMI confirmed its status as one of the main operators in the primary debt market
in Italy. Banca IMI was the lead manager of 62 bond issues, for a total amount of approximately
€25 billion. Such placements included: the issuances of Sanpaolo IMI, Banca delle Marche and Banca
CR Firenze, as well as several Italian municipalities.

In the equity sector, the improvement of the markets in Europe was only partially reflected in a
recovery in transactions in the primary market where, despite an increase in the level of activity in
capital increases connected with financial restructuring processes, the placement and listing of new
companies was still extremely modest.

As far as primary offerings were concerned, Banca IMI confirmed its presence in the Italian
market, taking part as coordinator in such Italian offerings as Edison, AEM Torino and IFIL, and as
lead manager for Fiat.

In relation to the corporate finance activity, despite an international downturn in the M&A
market, the Italian sector showed signs of recovery. Banca IMI supplied advisory services to the
Ministry of Economy and Finance in the evaluation of the privatization of ETI and to Italy’s major
industrial groups. In particular, Banca IMI:

* assisted Edison in the sale of gas reserves in Egypt, ENEL in the sale of electricity generation
assets and ENI in the exploitation of assets in the chemical sector;

* continued to act as global advisor for the Fiat Group;
* advised the Parent Bank in its purchase of the majority shareholding of FIDIS Retail Italia. See
Item 4. “B. Significant Developments During 2003—Fiat and Intalenergia” on page 70 above.
Significant Subsidiaries

The following table provides an outline of the significant subsidiaries (as defined by Rule 1-02 of
Regulation S-X) of the Group at December 31, 2003.

Registered Voting rights at
Name Offices Ownership held by % shareholders’ meeting %
Sanpaolo IMI 64.10 64.10
Banca Fideuram . . .................. Italy Invesp 9.28 9.28
BancaIMI ........ ... ... ... ..... Italy Sanpaolo IMI  100.00 100.00
Banca Opi ........... ... ... ..., Italy Sanpaolo IMI  100.00 100.00
Cassa di Risparmio di Padova e Rovigo . . . Italy Sanpaolo IMI  100.00 100.00

Banca Fideuram has a network of 4,543 financial planners and 88 branches in Italy and operates
through its own specialized companies dedicated to asset management services.

Banca IMI, the Group’s investment bank, engages in securities dealing for itself and for customers,
underwriters equity and debt capital offerings for companies, and also provides corporate finance
advisory services.
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Banca OPI provides financial services to the public sector, with particular emphasis on the
financing of infrastructure investments and public works. As of January 1, 2003, the bank performed
the activities in the public works sector previously performed by Banco di Napoli.

Cassa di Risparmio di Padova e Rovigo (which merged with Banca Agricola di Cerea) is part of
the former Cardine network which operated in North East Italy. The former Cardine network also
included Cassa di Risparmio in Bologna, Cassa di Risparmio di Venezia, Banca Popolare dell’Adriatico
and Friulcassa (resulting from the merger between Cassa di Risparmio di Udine e Pordenone and
Cassa di Risparmio di Gorizia).

Italian Banking Regulation and Corporate Governance principles
Italian Banking Regulations—Overview
Structure of the Italian Banking System

During the 1990s, the Italian banking system underwent a reorganization and consolidation process
as a consequence of changes in banking regulations as well as the competitive stimulus resulting from
the liberalization of European financial markets and the introduction of the euro. The main steps in
this evolution were the enactment of the Amato Law and the privatization process, the implementation
of EU directives and the Legislative Decree No. 385 of September 1, 1993 (the “Consolidated Banking
Law”), and the Legislative Decree No. 58 of February 24, 1998 (the “Consolidated Securities Law”).

The current system allows the banks to decide which banking and related financial activities to
engage in and which structures to adopt, subject only to generally applicable rules of prudence and the
banks’ own bylaws. The current Italian banking regulations now largely mirror the EU Second Banking
Directive (Dir. No. 89/646/CEE, now consolidated in Dir. No. 2000/12/CE). The effect of the regulatory
changes and Europe-wide liberalization has been a significant increase in competition and consolidation
in the Italian banking industry.

The Privatization Process

The Amato Law encouraged consolidation and also encouraged banks controlled by governmental
and public law entities to adopt a joint-stock structure and to strengthen their capital bases.

The process was accelerated by the implementation of the Privatization Law (Law No. 474 of
July 30, 1994) and the Decree of the Minister of Economy and Finance (the “Dini Directive”),
enacted, respectively, in July and November 1994. These statutes permitted and promoted the sale of
majority holdings of banks owned by the Ministry of Economy and Finance and by Italian banking
foundations (considered public law entities) to the private sector. Certain fiscal incentives were
provided for Italian banking foundations to reduce their stakes in banks that converted into joint-stock
companies under the Amato Law to below 50%. Furthermore, to encourage the reform, new incentives
were introduced pursuant to the Ciampi Law, which reorganized the regulatory framework of the
Italian banking foundations. Those incentives were reviewed by the European Commission, which
decided on August 22, 2002, that fiscal measures introduced in 1998 and 1999 in favor of banking
foundations were not subject to the European Union’s state aid rules). Pursuant to the Ciampi Law
(Legislative Decree No. 153 of May 17, 1999), the banking foundations that modify their bylaws and
progressively divest their stakes in banks and only maintain controlling interests in entities dealing with
social purposes, are considered as private not for profit organizations with social purposes. The
Ministry of Economy and Finance is in charge of authorizing the sales of holdings in banks owned by
foundations in compliance with criteria of transparency and non-discrimination.

In accordance with Article 25 of the Ciampi Law, as modified by Law No. 212 of 2003, the
deadline for the banking foundations to dispose of their control of banking institutions was extended to
December 2005 (the Ciampi Law initially set the deadline for the disposals at June 2003). Moreover,
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the longer term of December 2008 will be allowed for those banking foundations that will entrust their
stakes in banking institutions to asset management companies (“societa di gestione del risparmio”) which
will be in charge of managing them independently. A bank can be considered as controlled even in
situations of joint-control exercised, directly or indirectly by two or more banking foundations, as
contemplated by Article 6 of the Ciampi Law. The banking foundations with net equity not in excess of
€200 million or operations in Italian autonomous regions “regioni a statuto speciale” are exempted from
the requirement to dispose of their control of banking institutions.

Implementation of the EU Second Banking Directive

Effective January 1, 1993, the old distinction between “ordinary credit institutions” and “special
credit institutions” was formally eliminated and every kind of banking activity can now be performed by
a single category of credit institution (banche), which can collect and solicit savings deposits from the
public, issue bonds and grant medium- and long-term credit, whether subsidized or not, subject to
regulations issued by the Bank of Italy.

Italian banks, whether incorporated as joint-stock companies (Societa per Azioni), co-operative
banks (banche popolari and banche di credito cooperativo), or as residual public law entities (governed
by special regulations) subject to their bylaws and to financial services regulation, may also engage in
all the business activities that are subject to mutual recognition under the EU Second Banking
Directive, and in certain other financial activities not listed therein.

European credit institutions may conduct banking business in Italy as well as those business
activities that are subject to mutual recognition and are authorized to be carried out in their home
country, provided that the Bank of Italy is informed by the entity supervising the relevant EU credit
institution. Such supervising entity retains control over the relevant EU credit institution (rule of
“home-country control”).

Consolidated Banking Law

Effective January 1, 1994, the Consolidated Banking Law, which repealed and replaced previous
regulations, has defined the role of the supervisory authorities and has regulated the definition of
banking and related activities; the authorization of banking activities; the acquisition of equity
participation in banks; banking supervision (on an unconsolidated and consolidated basis); special
bankruptcy procedures for banks, and the supervision of financial companies. The resulting regulatory
framework of Italian banking system is described below.

Supervisory Authorities

Under the Consolidated Banking Law, the supervision and regulation of Italian banks are
exercised by:

* the Interministerial Committee for Credit and Savings (the Comitato Interministeriale per il
Credito e per il Risparmio or “CICR”). The CICR includes the Minister of Economy and
Finance and other economic ministers, acts upon proposals of the Bank of Italy, and has
wide-ranging policy-making and guidance powers.

* the Minister of Economy and Finance. The Minister of Economy and Finance has broad powers
in relation to banking and other financial activities, which include: (i) authorizing the
establishment in Italy of the first branch of non-EU banks and (ii) setting definite eligibility
standards for holders of equity interests of a bank; and the level of professional experience
required from directors and executives of banks and other financial intermediaries. The Minister
of Economy and Finance may also fine banks and their managers with administrative sanctions
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and place banks in mandatory liquidation (liquidazione coatta amministrativa) or under
extraordinary management (amministrazione straordinaria).

* the Bank of Italy, which is in charge of implementing the policies set forth by CICR by adopting
regulations and instructions concerning the following four main areas: (i) capital requirements;
(ii) risk exposure; (iii) acquisition of equity participations; and (iv) administrative and accounting
organization and internal audit.

The Bank of Italy supervises the banking institutions through its own auditing body, granting
authorizations and examining the reports that banks are required to file on a regular basis. The main
supervisory powers include: the review of financial statements and statistical data; the preliminary
review of amendments to bylaws; inspections; and verification of capital ratios, reserve requirements
exposure limits.

In addition, the Bank of Italy oversees compliance with rules of conduct and disclosure
requirements provided for banking and financial transactions and services, with particular reference to:
(i) public notices of interest rates, prices, charges for customer notifications and every other economic
condition concerning the transactions and services offered; (ii) prescribed contractual forms;

(iif) consumer protection in cases of unfavorable modification of interest or any other price or
condition or unilateral alteration of contract, and (iv) periodic notifications to customers. The Bank of
Italy also cooperates with governmental entities in preventing and repressing usury. To this end the
Bank of Italy and the Ufficio Italiano Cambi (“UIC”) conduct a periodic survey to measure the
“average overall effective rate” charged by banks and financial intermediaries for different types of
transactions. The data collected is published in a decree of the Minister of Economy and Finance and
is used to calculate the threshold beyond which rates are considered usurious.

The Bank of Italy conducts inspections of all credit institutions through its supervisory staff of
auditors. Matters covered by an examination include the accuracy of reported data, compliance with
banking regulations, and bylaws. Specific areas of audit include compliance with exposure and other
prudential limits.

The Bank of Italy requires all banks to report interim balance sheets on a monthly basis.

As a consequence of the Cirio and Parmalat defaults (see Item 8. “B. Legal Proceedings” on
page 198 below), there has been an intense debate on the regulatory framework applicable to banks. In
this context, a new proposed law has been submitted by the Government to the Parliament. If
approved, the new law will review, among others things, the authority and powers of the supervisory
authorities.

Participation in the Share Capital of a Bank

Pursuant to Section 19 of the Consolidated Banking Law, the Bank of Italy’s prior authorization is
required in the event that acquisition of shares (together with the shares already held) reaches or
exceeds 5% of the voting rights or leads to control over an Italian bank. Prior authorization by the
Bank of Italy is also required when the 10%, 15%, 20%, 33% or 50% threshold of voting rights is
triggered.

Following the introduction in October 1999 of certain new regulations, the authorization from the
Bank of Italy must also be obtained before any irrevocable commitment to buy a significant stake in a
bank. In the case of purchases (or sales) which could lead to controlling interest in a bank, the request
for authorization to the Bank of Italy must also be preceded (by not more than 30 days) by a
preliminary notification to the Bank of Italy concerning the main elements of the transaction
(timetable, methods and sources of finance).
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The Bank of Italy may grant its authorization subject to conditions likely to ensure the sound and
prudent management of the bank. Persons who, directly or indirectly engage in significant business
activity in economic sectors other than banking and finance may not be authorized to acquire shares of
a bank which, when added to those already held, would represent more than 15% of the voting rights
or control of the bank.

The Bank of Italy as well as CONSOB (the Italian securities and stock exchange regulator), when
the bank is a listed company, must be notified of any agreement, however concluded, which involves an
Italian bank or could lead to a joint exercise of voting rights in a bank or in the parent company of
such bank.

Deposit Insurance

The Interbank Deposit Guarantee Fund (Fondo Interbancario di Tutela dei Depositi) (the
“Guarantee Fund”), established in 1987 by the principal Italian banks, protects depositors against the
risk of insolvency of a bank and the loss of their deposited funds. Sanpaolo has been a member of the
Guarantee Fund since 1987.

Pursuant to the amended Consolidated Banking Law, enacted in 1996 (pursuant to EU Directive
No. 94/19), a bank’s membership in the Guarantee Fund is compulsory and must have a minimum
coverage of Lit. 200 million (€103,291) per depositor.

Deposits covered by the Guarantee Fund are mainly those of ordinary customers, namely
repayable funds in the form of deposits, bank drafts and other similar instruments; bearer deposits,
bonds and deposits placed by other credit institutions for their own account have been excluded.
Furthermore, the guarantee scheme does not cover deposits of government and local authorities,
financial and insurance companies, and mutual funds.

Capital Adequacy Requirements
Solvency Ratios

The implementation of the Basle Committee’s risk-based capital guidelines is based on the EU’s
“Own Funds Directive” and the “Solvency Ratio Directive”. Under these risk-based capital guidelines,
implemented since 1992 by the Bank of Italy, a bank’s capital adequacy assessment is based on the
ratio of its total capital to the risk-adjusted value of its assets and off-balance sheet exposures. It should
be noted that the Basle Committee is currently reviewing certain guidelines. A bank’s capital is
composed of primary capital and supplementary capital. The consolidated total of primary and
supplementary capital of a bank may not be less than 8% (or 7% on an unconsolidated basis) of the
bank’s risk-weighted assets.

Primary capital (Tier I) consists of: paid-in equity capital, retained earnings, funds for general
banking risks, and innovative capital instruments such as preferred shares, minus: treasury stock,
intangible assets and losses for the preceding and current fiscal years. Innovative capital instruments
can be included in Tier I capital only up to 15% of the capital including such instruments. Any amount
in excess of that level can be included in supplementary capital as hybrid capital instruments.

Supplementary capital (Tier II) capital consists of: asset revaluation reserves, general loan loss
reserves, hybrid capital instruments and subordinated loans, minus: net unrealized losses from
investments in securities. Starting in March 1998, supplemental assets may include 35% of the net
unrealized gains on interests in non-banking and non-financial companies listed on a regulated market.
Fifty percent of any net losses must be deducted from supplemental assets, as already provided for net
losses on securities. Tier II capital cannot exceed Tier I capital. There are also limitations on the
maximum amount of certain items of Tier II capital, such as subordinated debt, which may not exceed
50% of Tier I capital.
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To assess the capital adequacy of banks under the risk-based capital guidelines, a bank’s capital is
related to the total of the risk-adjusted values of its assets and off-balance-sheet exposures. The various
categories of assets are assigned one of five risk weightings: 0%, 20%, 50%, 100% and 200%.

The capital adequacy ratios are applied to the sum of primary and supplementary capital, less
equity investments and certain quasi-equity capital instruments in, and subordinated loans to, affiliated
credit and financial institutions.

In January 2001, the Basle Committee published proposals for an overhaul of the existing
international capital adequacy standards. The two principal goals of the proposals are:

* to align capital requirements more closely with the underlying risks (introducing, among other
things, the possibility to use internal rating systems for credit risk) and

* to introduce a capital charge for operational risk.

The Basle Committee aims to adopt a new agreement by June 2004, with implementation to take
effect in Italy and the other interested countries by the end of 2006. During 2003, Sanpaolo IMI
launched the Basle II Project, with the objective of preparing the Group for adoption of the Advanced
Approaches from the date the new capital accord comes into effect. (See Item 11. “The Basle 11
Project” on page 216 below).

Market Risk Capital Requirements

In March 1997, on the basis of EU directive 92/6 and in response to the increased activity of
Italian banks in securities intermediation, the Bank of Italy requested specific consolidated capital
requirements, in order to carry out securities intermediation activities. The requirements concern the
various classes of risk involved and apply to all securities not held to maturity (i.e., trading account
securities and available-for-sale investment securities).

The risks covered by the capital requirements are:

* position risk: the risk deriving from fluctuations in the price of the securities due to market
trends and status of the issuer;

* settlement risk: the risk that arises in securities settlement transactions when, after the contract
has matured, the counterparty has not fulfilled its obligation to deliver the securities or amounts
due;

* counterparty risk: the risk that the counterparty will not perform its contractual obligations upon
maturity;

* concentration risk: refers to exceeding, as the result of risk positions in the portfolio of
marketable securities, the individual credit limit established with regard to the concentration of
risks;

* commodities positions: refers to the risk of potential losses in commodities positions;

* foreign exchange risk: the risk of incurring losses due to adverse changes in foreign exchange
rates.

In February 2000, the Bank of Italy, pursuant to EU directive 98/31, introduced the possibility
(subject to prior authorization) for banks to use their own internal models to calculate capital
requirements to cover market risks. The models may use commodity position risk and total portfolio
exchange rate risk. In 2000, certain other modifications to the regulatory framework on market risk
concerning the calculation of commodity position risk and new methods of valuing options became
effective. See Note 18 to the Consolidated Financial Statements on page F-109.
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Lending Limits

The Bank of Italy issued certain instructions in respect of the EU Large Exposure directive in
October 1993. From November 1993 until the end of 1998, all loans made by a bank to a single
borrower or group of affiliated borrowers (together with all other exposures as defined by the EU
Large Exposure directive) could not exceed 40% of the bank’s own funds (as defined pursuant to the
EU Own Funds directive). Since January 1999, this ceiling has been lowered to 25% of the bank’s own
funds. However, in accordance with the provisions of the EU Large Exposure directive permitting the
grandfathering of excess exposures, the Bank of Italy’s instructions provide that weighted exposures in
excess of the applicable thresholds would not be required to be reduced immediately upon effectiveness
of such directive’s limitations in 1994, but would need to be gradually brought within specific limits.
Such limits took effect at the beginning of 1997 and declined over time (60% of own funds from 1997
to 1998, 40% from 1998 to 2001, and 25% thereafter).

A specific limit applies to loans to companies which are affiliated with banks (i.e., companies in
which a bank holds a stake of 20% or more) and to loans to sharcholders holding a stake of 15% or
more in a bank: these exposures cannot exceed 20% of the bank’s own funds as specified by the Bank
of Italy regulations.

In addition, the amount of a bank’s large exposures—defined as exposures individually exceeding
10% of the bank’s own funds—may not, in the aggregate, exceed eight times the bank’s own funds.
Under the Bank of Italy’s instructions, loans and other exposures are assigned one of four risk
weightings (0%, 20%, 50% or 100%), largely depending on the identity of the debtor or guarantor.

These concentration limits apply to banking groups on a consolidated basis, although the activities
of securities dealing firms (societa di intermediazione mobiliare, “SIMs”) belonging to a banking group
are not taken into account in assessing the group’s exposures. In addition, banks belonging to a banking
group are individually subject to a 40% limit on weighted exposures to a single borrower or group of
affiliated borrowers.

As of December 31, 2003, the Group had three large exposures. See Item 3. “B. Selected
Statistical Information—Loan Portfolio—Loans by Category of Borrower” on page 34 above and
Note 21 in the Notes to Consolidated Financial Statements on page F-133.

Equity Investments by Banks

Banks are permitted to make equity investments in all types of companies, subject to rules enacted
by the Bank of Italy. Generally, equity participations by a bank in all types of companies may not in
the aggregate exceed, together with real estate investments, the bank’s consolidated capital. These rules
require prior authorization for equity investments exceeding 10% of the consolidated capital of the
acquiring bank or 10% or 20% of the capital stock (or otherwise entailing the taking of control) of the
bank, financial or insurance company being acquired and for taking control of ancillary banking service
companies. Investments in insurance companies exceeding in the aggregate 40% of the bank’s
consolidated capital (and 60% of its unconsolidated capital) are not authorized.

Moreover, equity participations in companies other than banks or financial or insurance companies
may not exceed (i) 15% of the bank’s consolidated capital (or 7.5% for investments in unlisted
companies), (ii) 3% of the bank’s consolidated capital for investments in a single company or group of
companies, or (iii) 15% of the capital stock of the company whose shares are being acquired by the
bank. The limit described in (iii) does not apply if the value of the equity investment and the sum of all
the other investments exceeding the 15% owned by the bank, do not exceed 1% of its consolidated
capital.

Higher limits are applied by the Bank of Italy upon request by banche abilitate (authorized banks),
which are banks with at least €1 billion in capital and which meet the solvency ratios, and by the
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so-called banche specializzate (specialized banks), which are banks that collect mainly medium- and
long-term funds, take no demand deposits, have capital in excess of €1 billion and meet the solvency
ratios. The Bank of Italy has recognized Sanpaolo IMI as a banca abilitata. Therefore, Sanpaolo IMI is
empowered to purchase over 15% of the capital of a non-financial company, as long as both the value
of the equity investment and the sum of all other investments exceeding the 15% limit do not exceed
2% of its consolidated capital. The aggregate of equity investments in non-financial companies cannot,
in any event, exceed 50% of Sanpaolo IMI’s consolidated capital (or 25% of its consolidated capital for
investments in unlisted companies); investments in a single non-financial company or group of
companies may not exceed 6% of the bank’s consolidated capital.

Medium- and Long-Term Credit and Funding Activity

The regulations permit all banks to provide, without restriction, medium- and long-term credit to
borrowers other than companies. The granting of medium- and long-term credit is permitted without
limit to those banks whose shareholders’ equity exceeds €1 billion as well as to former special credit
institutions, regardless of the amount of their shareholders’ equity, and to those banks whose liability
structure is principally founded on funding raised in the medium- and long-term markets.

Other banks may extend medium- and long-term credit within the limit of 30% of total funding.
Furthermore, the regulations include rules concerning control of the change in maturities as well as
methods that empower the Bank of Italy to identify the banks most exposed to the risk of losses linked
to interest-rate fluctuations.

With reference to the provisions concerning funding activity, the regulations provide the
opportunity for all banks to collect savings from the public in any form permitted by law. Banks are
also permitted to use various instruments such as bonds, certificates of deposit, and other funding
instruments, which can also be issued in the form of subordinated or perpetual debt for funding
activities.

Administrative and accounting organization and internal audit

The Bank of Italy’s regulatory supervision has, in recent years, focused on verifying the existence
of conditions of efficiency and self-regulation of banking groups. The focus of the Bank of Italy lead
Italian banking groups to review their internal controls. The terminology used by the Bank of Italy,
“Internal Control System”, introduces a strong concept of innovation in the Italian regulatory system:
no longer formal controls, but an integration of sub-systems of control which, operating in an
integrated manner at all levels throughout the organization, can manage all kinds of risks. In this
context, the internal audit department is required to focus on the organization structure. The structure
must be designed to evaluate the capacity of the company to reach its given objectives with
effectiveness and efficiency. Within Sanpaolo IMI these responsibilities are assigned to the Internal
Audit Department which is independent from the operating structures and has free access—within its
mandate—to data, archives and company assets. (See Item 6. “C. Board Practices—Internal Audit
Department and Comitato Audit” on page 186 below).

Mandatory Reserves

The ECB and the Bank of Italy require that banks based in Italy must maintain mandatory cash
reserves, directly or indirectly through an intermediary bank, with the Bank of Italy.

The amount of the reserve is calculated on a monthly basis at a 2% rate on the total of the
following assets subject to the reserve requirements: liabilities from deposits and off balance sheet
liabilities, excluding liabilities due to other banks, to the ECB and to other national central banks.
There is no applicable portion for deposits and debt securities issued with a maturity of more than two
years or repayable with notice of more than two years and for repurchase agreements.
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The reserve can be amended by banks for the whole amount during a particular month as long as
the average amount of the daily balances is not less than the required reserve. The Bank of Italy pays
interest on the reserve at the average refinancing rates set by ECB for that month. Sums in excess of
the reserve required do not receive interest. In the event of a violation of the requirements of the
mandatory reserve, the ECB may impose proportional fines on the bank (or intermediary bank).

Financial Intermediaries

The Consolidated Banking Law also governs certain financial activities performed by non-banking
entities, which, in order to be allowed to deal with the public, must be enrolled in a general register
kept by the UIC. Such regulated financial activities are as follows: acquiring equity investments,
granting loans in any form (including leasing activities) and performing payment or brokerage services
in foreign currency. Pursuant to Law 130 of April 30, 1999, relating to securitizations, the transferring
of assets to special purpose vehicles and the collection of credits and cashier services are to be
considered among such regulated financial activities.

Financial intermediaries that deal with the public may engage in the activities listed above and,
subject to specific authorization, derivatives trading activities for their own accounts and placement of
financial instruments, are required to observe the rules for clarity of contractual conditions set forth in
the Consolidated Banking Law. Further provisions set forth requirements for the probity of the
participants and for the probity and professional competence of their business representatives.

The financial intermediaries have also to be enrolled in a special register (provided for in
Section 107 of Decree N. 385 of 1993, the “Special Register”’) maintained by the Bank of Italy, if they
meet certain objective criteria, defined by the Ministry of Economy and Finance, and corresponding to
the activities they perform, their size, their debt to equity ratio and their internal control system and
organization. These intermediaries are subject to the oversight of the Bank of Italy, which, in
August 1996, issued regulations concerning various aspects of capital requirements and risk
management. Financial intermediaries must also comply with the rules governing the regular and
consolidated annual financial statements of banks.

Securities Market Control and Legislation

The Italian implementing provisions (Law No. 415 of 1996, “Eurosim Law”) of the European
Directives on investment services (No. 93/22/EEC of May 10, 1993) and market risk capital
requirements (No. 93/6/EEC of March 15, 1993), allowed banks to operate directly in regulated
securities markets. Restrictions on access by foreign banks and investment firms to the Italian
investment services sector have also been removed.

In 1998, the regulations introduced by the Eurosim Law were reorganized within the framework of
the Consolidated Securities Law. The Consolidated Securities Law contains rules concerning the
prudential supervision applicable to intermediaries that provide investment services (including the
requirement to use guarantee systems as protection against crises) and to intermediaries that offer
collective investment management services (mutual funds and open-end investments companies). Other
sections of the Consolidated Securities Law concern standards for organization and management of
financial markets, centralized management of financial instruments, methods for soliciting investments
and corporate governance of companies that have listed securities.

Regulated Markets

The organization and management of Italy’s regulated markets is reserved to joint stock
corporations: Borsa Italiana S.p.A., runs the Milan stock exchange, (which includes, the electronic
equity market “MTA” or “telematico”, (which is subdivided among the Blue Chip, Star and Ordinary
segments), Nuovo Mercato and Mercato Expandi, the Securities Derivatives Market (SeDeX), the
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Italian Derivatives Market (IDEM), the After Hours Market (TAH), the MTF (which is a segment of
the MTA dedicated to funds) and the Fixed Income Market (MOT and EuroMOT). All the Italian
regulated markets are entered into a list kept by CONSOB. CONSOB continues to exercise supervisory
control over listed companies, intermediaries and the markets, as well as the correctness and
intelligibility of the information required of companies issuing listed securities and other forms of
solicitation relating to securities. CONSOB is also empowered to verify compliance with the legislation
regarding insider trading and to report infringements to the public prosecutors.

Intermediaries

Securities market participants in Italy include (subject to partially different conditions) investment
firms such as SIMs, financial intermediaries the persons entered in the Special Register and banks.
These intermediaries are regulated by CONSOB and the Bank of Italy, and have to observe prudential
regulations governing, among other matters, the professional brokerage of and dealing in securities,
underwriting, asset management, retail distribution of securities and advisory services regarding
investments in securities.

Mutual Funds

The marketing, promotion, organization and ownership of mutual funds and the management of
SICAVs (even if established by third parties) are reserved for a specific category of authorized
intermediaries, SGR (societa di gestione del risparmio) and SICAV (societa di investimento a capitale
variabile). The rules concerning the investment limits of mutual funds, with respect to single sectors or
companies and overall minimum portfolio diversification, are set by the Ministry of Economy and
Finance. The reform introduced by the Consolidated Securities Law allows SGRs, supervised by the
Bank of Italy for those aspects concerning financial stability and risk management policies, to operate
in the sector of asset management.

Corporate Governance

A specific section of the Consolidated Securities Law is devoted to the corporate governance of
listed companies. This section contains, among others, new provisions concerning both voluntary and
mandatory tender offers; in particular, the disclosure of interests held by the shareholders, of
interlocking interests and of shareholder agreements was made more stringent. The board of statutory
auditors was given broader powers to examine the management of the company, and further measures
to protect minority shareholders were added. The Consolidated Securities Law introduced a special
system for the voting of proxies at the shareholders’ meetings of listed companies and for the
solicitation and collection of such proxies; CONSOB regulations specify the methods and procedures.

In 1999, a committee, coordinated by the Chairman of Borsa Italiana (the “Committee) and
composed of representatives of Italian banks, industries, insurance companies and associations of
issuers and investors, prepared a Code of Self-Regulation (the “Code”), a model of corporate
governance that emphasizes the role and the responsibilities of the board of directors and ensures a
balanced division of power among the executive and non-executive members of the board of directors,
the auditing department and the relation with all the shareholders.

The importance of the Code, whose application is voluntary, was immediately acquired by the
market. The board of directors of Sanpaolo IMI adhered to the Code in 2000. Borsa Italiana currently
requires all companies applying for listing on MTA to submit a statement comparing their corporate
governance model to the model of the Code. In 2002, the Committee revised the Code to reinforce the
independence of the non-executive members of the board of directors, the correct handling of
confidential information, the responsibility of the board of directors for the internal control system and
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the compliance with criteria of substantial and procedural fairness with reference to the transactions
with related parties.

Moreover, in January 2003, the Italian Government approved a reform of corporate law (the
“Reform”), governing limited liability and joint-stock companies and co-operatives. The Reform, whose
provisions became part of the Italian Civil Code, introduced more flexible corporate models and rules.
The Reform became effective on January 1, 2004. Provisional regulations were enacted to allow
companies to gradually conform to the Reform. Full compliance with the Reform will be required by
September 30, 2004.

The main innovations introduced by the Reform with regard to companies relate to their corporate
governance. Together with the “ordinary” system, which is the current organizational structure which
entails management and supervisory bodies (the board of directors or sole director and the board of
statutory auditors), the new rules provide for two other models; the “single” system and the “dual”
system. Each company will be able to elect which corporate governance system, among those listed
below, it wants to implement.

The Legislative Decree No.37/04, approved on February 6, 2004, modified the Consolidated
Banking Law and the Consolidated Securities Law to coordinate their provisions on banks and listed
companies with the provisions of the Reform. The amendments to the Consolidated Banking Law and
the Consolidated Securities Law include, among others, amendments relating to the duties and
responsibilities of the administrative and supervisory bodies of the companies which adopted the new
models of governance.

The following are the three models of governance which companies are able to adopt pursuant to
the Reform:

* the “ordinary” system is based on the shareholders’ meeting, which appoints the administrative
body (the board of directors or the sole director) and the supervisory body (the board of
statutory auditors);

* the “dual system” involves a management board which administers the company, plus a
supervisory board, appointed at the shareholders’ meeting. The supervisory board may be
composed both of affiliates of the company and non-affiliates of the company. It must have at
least three members, one of whom must be listed on the Italian auditors’ register. The
supervisory board is responsible for appointing and removing the members of the management
board, approving the accounts and bringing any claims against the members of the management
board;

* the “single system” involves a board of directors with administrative tasks, appointed at the
shareholders’ meeting, plus a “supervisory management board’ within the board of directors
itself.

Sanpaolo IMI—whose corporate governance framework reflects the mandatory provisions of
Italian corporate law and securities laws—has decided to maintain the “ordinary” system. The
organizational structure of the Bank is based on:

* the Board of Directors, which is responsible for the strategic direction of the Group and its
ordinary and extraordinary administration (except for those powers expressly attributed to the
exclusive responsibility of the Shareholders’ Meeting) and which consists of executive and non
executive Directors;

* the Technical Committees (among which are the Remuneration Committee and the Ethical
Committee), consisting of Directors, as well as consultative and management functions designed
to support the Board of Directors; and
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* the board of Statutory Auditors (see Item 6. “A. Directors and Senior Management” on
page 172 below).

Due to its listing on MTA in Milan and on the New York Stock Exchange (NYSE), since 1988,
Sanpaolo IMI has progressively improved its provisions on corporate governance, in order to observe
the mandatory provisions of Italian corporate and securities law and to comply with U.S. regulations
applicable to foreign issuers.

As a result, its framework is similar in many respects to, and provides investor protections that are
comparable with, the corresponding rules of the New York Stock Exchange. Nevertheless important
differences remain and, as required by the NYSE, we provide below a brief summary of the significant
differences between our corporate governance as an issuer incorporated in Italy and that of a
NYSE-listed company incorporated in a state of the United States.

Independent Directors. Under NYSE listing rules applicable to US companies, independent
directors must comprise a majority of the board of directors. As of April 29, 2004, with the election of
a new Board of Directors, Sanpaolo IMI’s Board currently has 8 independent Directors (out of a total
of 17 Directors), who are considered “Independent”. The status of such Director as “independent” has
been evaluated by the Board of Directors in accordance with the provisions of the Code.

Non-management Directors Meetings. Pursuant to NYSE listing standards, non-management
directors must meet on a regular basis without management present and independent directors must
meet separately at least once per year, while there are no corresponding provisions under Italian rules
and Sanpaolo IMI has not provided for such meetings.

Nominating/Corporate Governance Committee. Under NYSE standards, U.S. companies listed on
the NYSE are required to have a nominating/corporate governance committee composed entirely of
independent directors, with the main purpose of identifying individuals qualified to become board
members and develop and recommend to the board a set of corporate governance principles. Sanpaolo
IMI does not have such a “nominating committee”, and the nominations of the Directors is based on
the proposals presented by the shareholders, who are not obliged to give advance notice of the
candidates they intend to nominate. A voting list is not envisaged for the nomination of the Board of
Directors.

Compensation Committee. Under NYSE standards, U.S.companies listed on the NYSE are
required to establish a compensation committee composed entirely of independent directors. In
addition to the review and approval of corporate goals relevant to CEO compensation and evaluation
of the CEO performance in light of those given, this committee must determine and approve the
CEO’s compensation and make recommendations to the Board of Directors with respect to non-CEO
compensation, incentive-compensation plans and equity-based plans. In accordance with Sanpaolo IMTI’s
by-laws, the Shareholders’ meeting determines the remuneration of non-managing Directors, while the
Board of Directors determines the remuneration of the Chairman and the managing Directors. Such
determination is made after consultation with the Remuneration Committee, which is a technical
committee for remuneration and personnel policies (See Item 6. “A. Directors and Senior
Management” on page 172 below).

Disclosure Committee

It is Sanpaolo IMI’s policy to assure an accurate, complete, timely and correct disclosure to
shareholders, holders of financial instruments issued by Sanpaolo IMI, and as required by the
applicable laws and regulations. To that end, Sanpaolo IMI in 2003 constituted a Disclosure
Committee, consisting of such members of senior management as the Head of Finance, the Head of
General Affairs and Legal Department, and the Head of Audit, as well as other officers of the Group.
The role of the Disclosure Committee generally is to assist the Managing Director, the Chief Financial
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Officer and the Board of Directors of Sanpaolo IMI in carrying out their duties and responsibilities in
connection with the Group’s compliance with its reporting and disclosure obligations.

Audit Committee. U.S.companies listed on the NYSE are required to establish an audit committee
that satisfies the requirements of Rule 10A-3 under the Exchange Act. In particular, the audit
committee must have a minimum of three members—at least one of which with accounting or related
financial expertise—and all such members must satisfy prescribed requirements for independence.
Among others, this committee (whose purpose must be addressed in a written charter) should have the
responsibility for: (i) assisting the Board of Directors to oversight the integrity of the company’s
financial statements and compliance with legal and regulatory requirements; (ii) the appointment,
compensation, retention, oversight of the external auditors; (iii) assisting the Board to monitor the
independent auditor qualifications and independence and the performance of the company’s internal
audit department and independent auditors; (iv) at least annually, obtain and review a report by the
independent auditor describing any material issues raised by the most recent internal quality-control
review; (v) discuss with management and the independent auditor the Company’s annual audited
financial statements and discuss policies with respect to risk assessment and risk management;

(vi) establishing procedures for the receipt and treatment of complaints regarding accounting, internal
accounting controls, or auditing matters.

Pursuant to mandatory Italian laws and regulations, Sanpaolo IMI is required to have in place a
Collegio Sindacale (Board of Statutory Auditors, see Item 6. “A. Directors and Senior Management” on
page 172 below) which is required to exercise a specific control function and which, as permitted by
Rule 10A-3 under the Exchange Act, is performing the function of the “Audit Committee”. According
to Italian corporate law, the Board of Statutory Auditors must be composed of independent outsiders
(neither directors, nor their family members, executive officers nor employees) who met certain
integrity and experience requirements under applicable regulations. Depending on the total number of
Statutory Auditors (a minimum of three), one or two must be a financial expert (chartered accountants
or equivalent) and one or two must be elected by minority shareholders. In particular, the Board of
Statutory Auditors must monitor the management of the Company and its compliance with laws,
regulations and with company by-laws. It must also assess and monitor the adequacy of the company’s
corporate structure for matters within the Board of Statutory Auditors’ authority, its internal controls,
its administrative and accounting systems, and its disclosure procedures, and has the obligation to
report any irregularities to CONSOB, the Bank of Italy and the shareholders meeting called to approve
the company’s financial statements. There are regular, continuous contacts between the Internal Audit
Department (as described in Item 6. “C. Board Practices—Internal Audit Department and the
Comitato Audit” on page 186 below). There is also a constant flow of information and cooperation
between the Internal Audit Department and the Board of Statutory Auditors, through periodical
reports by the head of the Internal Audit Department on the Department’s’ activities. Moreover, the
principal accountants of Sanpaolo IMI are appointed by the general shareholders’ meeting based on
the opinion of the Board of Statutory Auditors. Thanks to Sanpaolo IMI’s own policies, all other
engagements of principal accountants must be pre-approved by the Board of Statutory Auditors or have
to be compliant to the adopted rules and procedures (See Item 16. C. “Principal Accountant Fees and
Services” on page 227 below).

Adoption and Disclosure of Corporate Governance Guidelines. U.S.companies listed on the NYSE
are required to adopt and disclose corporate governance guidelines. Such disclosures are included in
this 20-F and English translations of the Sanpaolo IMI’s corporate governance policies can be found on
Sanpaolo IMI’s website: www.sanpaoloimi.com under “corporate governance”.

Code of business conduct and ethics. NYSE listing standards require U.S.companies to adopt a
code of business conduct and ethics for directors, officers and employees, and promptly disclose any
waivers of the code for directors or executive officers. The code should provide for the reporting of
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violations of its provisions or of laws and regulations. Sanpaolo IMI has adopted such a Code. (See
Item 16. B. “Code of Ethics” on page 226 below).

Annual Certification by the Chief Executive Officer. A chief executive officer of a U.S.company listed
on the NYSE must annually certify that he or she is not aware of any violation by the company of
NYSE corporate governance standards. In accordance with NYSE listing rules applicable to foreign
private issuers, Sanpaolo IMI is not required to provide the NYSE with this annual compliance
certification. However, in accordance with rules applicable to both U.S. companies and foreign private
issuers, the Chairman of the Board of Directors is required to promptly notify the NYSE in writing
after any executive officer becomes aware of any material non-compliance with the NYSE corporate
governance standards applicable to Sanpaolo IMI.

In more general terms, Sanpaolo IMI’s corporate governance system is based on transparent and
rigorous rules governing the role of managing and control structures, conflicts of interest, effective
internal controls and correct relations with shareholders. Further information is detailed in the
following documents (all available in the English language version on the website:
www.sanpaoloimi.com, under Investor Relations):

¢ the “Ethical Code”

* the “Report on the corporate governance system and adherence to the Code of Self Discipline
of Quoted Companies”

* the “Code of Behavior of relevant persons and Sanpaolo IMI for transactions concerning quoted
financial instruments of the group and communication to the market”.

The documents mentioned above are reviewed regularly and updated to reflect legislative and
regulatory developments and changes in operational practice.
D. Organizational Structure

See Item 4. “C. Business Overview” on page 76 above.

E. Property, Plants and Equipment

Sanpaolo IMI owns the headquarters buildings of the Sanpaolo IMI Group, located in Turin, and
secondary offices located in Rome and in Bologna. In addition, Sanpaolo IMI owns or leases other
properties in Italy and abroad which are used for Group operations or leased to third parties.

Sanpaolo IMI has conducted an audit of any environmental issues that may affect the use of its
assets. Full details of this analysis are published in its “Social Report” (Bilancio Sociale) which is
available in English. The Social Report considers direct environmental impact (energy consumption,
recyclable publication expenses, waste disposal, atmospheric emissions and water consumption) and
indirect impact (financings of environmentally sensitive projects and ethical investment funds).

Management believes that Sanpaolo IMI is compliant with all relevant environmental standards in
Italy and abroad and pursues a policy of adherence to best international practices.
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

The following discussion is based on and should be read in conjunction with, the Consolidated
Financial Statements included in this report, which have been prepared in accordance with Italian
GAAP. Italian GAAP differs in certain significant respects from U.S. GAAP. For a summary of the
significant differences between Italian GAAP and U.S. GAAP, see Note 31 to the Consolidated
Financial Statements on page F-176. The Consolidated Financial Statements have not been reclassified
in order to comply with the format required for the consolidated statements of income and balance
sheets of bank holding companies pursuant to Regulation S-X under the U.S. securities laws, but have
been presented in the same format as that used in the consolidated financial statements included in our
annual report to shareholders prepared pursuant to Italian law (which we refer to as our Italian annual
report).

Presentation of Results

In the discussion that follows, for each of the financial years ended December 31, 2003 and
December 31, 2002, we review:

* the audited, consolidated statement of income for the year, comparing the results for each line
item with those of the audited, consolidated statement of income for the preceding year;

* a comparison between the unaudited, reclassified statement of income for the year and the
unaudited, reclassified statement of income for the preceding year; and

* in each such comparison, an additional comparison between the audited or reclassified
consolidated statement of income for the year, as applicable, and the unaudited, pro forma
consolidated statement of income for the preceding year.

We also discuss our operating results broken down by the Business Sectors identified in Item 4.
“C. Business Overview” on page 76 above.

The reclassified income statements presented in this discussion are derived from and reconciled to
the audited income statements, and are prepared consistently with and as authorized by Italian law and
regulations. With two main exceptions, the differences between our audited and reclassified income
statements are formatting and presentation differences. The two main exceptions relate to the
reclassification of certain income and expense amounts with respect to our securities dealing and
merchant banking activities to line items that we believe are more closely related to such activities. For
a fuller explanation, see Item 3. “B. Selected Financial Data—Reconciliation Between Audited and
Reclassified Income Statements” on page 14 above. The reclassified income statements also form the
basis of management’s discussion and analysis of operating results in our Italian annual report.

The pro forma income statements presented in this discussion were neither required to be, nor
were, prepared in accordance with Article 11 of Regulation S-X under the U.S. securities laws. They
were prepared pursuant to and in accordance with Italian law and regulations and are reconciled to the
audited and reclassified income statements as shown in “Explanatory Notes to the Pro Forma Income
Statements” at page 150 below. In effect, each pro forma income statement was prepared as if the
changes in the scope of consolidation that occurred in the succeeding financial year had occurred in the
financial year presented in the pro forma income statement. This allows the results of each financial
year to be compared with the results of the preceding financial year as if the scope of consolidation of
the preceding financial year had been the same. For this reason, management believes the pro forma
results for the years ended December 31, 2002 and December 31, 2001 are meaningful in showing the
trends underlying Sanpaolo IMI’s results in, respectively, 2003 and 2002. The pro forma income
statements also form the basis of the preceding year’s income statement in management’s discussion
and analysis of operating results in our Italian annual report.
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Our Consolidated Financial Statements included in this report do not present a breakdown of
operating results by Business Sector, as there is no such requirement under Italian law or Italian
GAAP and thus no Italian accounting principle applicable to segment reporting. Management does not
prepare operating results by Business Sector derived from our Consolidated Financial Statements for
any purpose. However, for purposes of strategic and operational planning, management prepares
reclassified income statements broken down by Business Sector. These Business Sector income
statements reflect the organizational structure of the Group and are based on the reclassified income
statements that form the basis of management’s discussion and analysis of operating results in our
Italian annual report. Consequently, the discussion of our operating results by Business Sector in this
report is based solely on our reclassified income statements. See “A. Results of Operations by Business
Sector for the Three Years Ended December 31, 2003 on page 103 below.

General Factors Affecting Sanpaolo IMI’s Business
The International Economy

Despite the fact that economic developments in the first half of 2003 failed to live up to
expectations, as a result of geo-political tensions connected with the Iraqi conflict, the performance of
the world economy strengthened in the second half of the year. Led by the United States and China,
the cyclical recovery broadened to Japan and the main emerging markets, albeit inconsistently. On the
other hand, the economies of the Eurozone in general, and the Italian economy in particular showed
no clear signs of a solid economic upturn.

In the United States, GDP increased by 3.1% in 2003, due to an acceleration in the second half of
the year which led the growth rate close to its potential level. The resilience of personal consumption
was joined by a positive trend in gross fixed investments and exports. Domestic and foreign demand
benefited, on the one hand, from particularly expansionary monetary and fiscal policies and, on the
other, from a significant depreciation in the value of the dollar. Notwithstanding the cyclical
momentum of economic growth, inflation in the United States continued its downward trend, reaching
an annual average of 2.3%.

The recovery in U.S. manufacturing activity, however, was not followed by a rise in employment,
nor by a reduction of the domestic and international financial deficits. The creation of new jobs has so
far been clearly lower than in previous phases of economic recovery. Furthermore, the improvement of
the financial deficit of the private sector has been counter-balanced by a deterioration in the public
sector deficit. The international trade deficit has grown larger.

The Euro Zone and the Italian Economy

In 2003, economic growth in the Euro zone was fairly disappointing, largely flat in the first half of
the year with only a slight improvement in the second half. GDP growth of 0.4%, compared to 0.8% in
2002, was lower than expected, due to the persistent weakness of domestic demand, especially in the
first half of the year. In the second half of the year, the strong rebound in global trade led to an
increase in exports that in turn sustained the recovery in manufacturing activities; confidence indicators
improved and industrial production showed a slight increase of 0.4%. However, from November 2003,
the significant appreciation of the euro against the dollar began to have a negative impact on exports.

Inflation in the Euro zone in 2003 increased only slightly to an average annual rate of 2.1%. The
rise in the value of the euro contributed to containing the inflationary pressures generated by price
increases in food and energy during the second half of the year. Improved expectations regarding
inflation did, however, facilitate the expansionary stance of the European Central Bank (ECB). The
policy interest rate in the first half of the year was reduced, in two steps, by 75 basis points, to 2% in
June 2003.
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Growth and inflation showed different trends in the various economies of the Euro zone. In 2003,
the German economy slipped into recession with a real decrease of 0.1% in GDP, partly offset at the
end of the year by a recovery in industrial activity. Inflation rose by 1%. In France, despite the support
offered by growth in public expenditure, especially in the second half of the year, GDP grew in real
terms by just 0.2%, while the inflation rate was 2.2%. The difficult economic situation negatively
affected the public balance of payments of all major Euro zone countries. In Germany and France, for
the second consecutive year, the deficit/GDP ratio exceeded the 3% limit set by the Maastricht Treaty.

Economic growth of 0.3% in Italy was slightly lower than the Euro zone average. Industrial
production fell again by 0.4%, primarily due to the crisis in the manufacturing sector (-1.5%).
Aggregate demand, especially investments and spending on durable goods, remained weak. At the same
time, Italy’s share of international trade fell as a result of the decrease in demand from Italy’s main
export markets and a decrease in demand for products of specialized sectors. Moreover, the significant
appreciation of the euro favored a highly competitive international environment. The sectors which
suffered the most were leather goods and footwear, textiles, clothing, transport and electronics. The
sector which showed the most growth was the construction sector.

Difficult economic conditions also weighed heavily on Italy’s public balance of payments:
government net debt, while remaining below 3% of GDP, failed to meet the target of the Stability Pact
signed by the Euro zone members at the end of 2002, increasing to 2.4% of GDP. Government debt as
a percentage of GDP continues to fall, however, reaching approximately 106% at the end of 2003.

Inflation in Italy was higher than the Euro zone average, with the average annual rate reaching
2.7%.

The Italian Banking Sector

Despite modest economic growth in Italy, the aggregate amount of loans by banks in 2003
increased by approximately 6%, confirming the trend shown in 2002. The general trend was sustained
by a 13% increase in medium- and long-term funding in 2003, compared to an increase of 11.5% in
2002, partially offset by a 1.7% decrease in short-term loans compared to a 0.3% increase in 2002. The
evolution of these two components reflected the continuing structural trend to extend the maturity of
banking loans.

The fall in interest rates for new loans stimulated the demand for retail loans, resulting in a 10.2%
gross increase (including non-performing loans), primarily in residential mortgages (22.1% increase)
and consumer credit (15.7% increase). Loans to non-financial businesses showed a gross increase of
6.9% (including non-performing loans), primarily in the service, construction and public works sectors.

The prolonged weakness of the manufacturing sector triggered a slight deterioration of the credit
quality of Italian bank loans as a whole in the second half of the year. This trend was exacerbated by
the crisis suffered by certain Italian corporations, including Parmalat. In Italy as a whole, net
non-performing loans increased to 2.2% of loans at the end of 2003.

Bank deposits increased by 5.2% in 2003 compared to 4.4% in 2002, due to the general increase in
all the main forms of funding. Total deposits increased by 2.5% in 2003, primarily due to a 6.3%
increase in current accounts, resulting from the high demand for liquidity typically associated with weak
phases in the economic cycle. However, total deposits were adversely affected by a 16.1% decrease in
certificates of deposit and a 12.7% decrease in repurchase agreements. Bank bonds increased by 8.6%
in 2003, while external liabilities, which had collapsed in 2002, increased by 7.2%.

The decline in benchmark interest rates in the first half of 2003 led to a decrease in banking
interest rates, which continued throughout the year. In December 2003, the short-term spread fell to
3.9%, a reduction of approximately 50 basis points compared to December 2002, as a result of an
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approximately 100 basis point decrease in the average interest rate on short-term loans. This decrease
was approximately twice as large as the decrease in the average rate on current accounts.

The International and Italian Equity Markets

After a disappointing first quarter of 2003, the international equity markets increased during the
rest of the year, due to the rapid military solution of the conflict in Iraq, signs of economic recovery in
the major economies, and the positive trend in corporate profits. The increase in share prices also
benefited from further cuts to the prime interest rates by the Federal Reserve Bank and the ECB.

The main international share indices ended 2003 showing significant increases, following three
years of considerable losses. In 2003, the S&P500 increased 26.4%, the Nikkei 24.5%, the DJ Euro
Stoxx 18.1% and the Mibtel 13.9%. In terms of sectors, the technology indices showed the highest
increases, with the Nasdaq rising by 50%. In the Euro zone, apart from the technology sector, the share
indices of the banking, industrial and telecommunications sectors showed the largest increases.

As a result of the recovery in share prices, the stock market capitalization of Italian companies
listed on domestic exchanges rose to €487 billion (37.6% of GDP) in 2003 from €458 billion (36.4% of
GDP) in 2002, although the number of new companies listed fell to four (compared to six in 2002).
Capital raised through public offerings in 2003 amounted to €2.8 billion compared to €2.9 billion in
2002, on the basis of six transactions compared to the nine transactions that were completed during
2002. The total funds raised by listed companies through capital increases were €9.8 billion (compared
to €3.7 billion in 2002), based on 28 transactions (compared to 18 in 2002). The average daily value of
shares traded rose to €2.7 billion in 2003, compared to €2.5 billion in 2002.

The Italian Asset Management Sector

In 2003, the asset management business benefited from the increasing stability in major financial
markets. The improved performance of the stock market led to a significant increase in the value of
funds managed by Italian brokers, including mutual funds and portfolio management, with the amount
outstanding increasing by 7.6% to €762 billion compared with 2002.

Net inflows in 2003 amounted to €25.2 billion, a level which had not been reached since 2000. Net
inflows of capital were directed primarily to low-risk investments, such as liquidity and bond funds.
Equity funds only benefited from net inflows in the second half of 2003, reflecting the recovery of share
prices.

Assets under management in the life insurance sector experienced strong growth in 2003, with
preliminary estimates at the end of 2003 showing technical reserves increasing by 16% compared to
year-end 2002, a growth rate largely in line with that of 2002.

A. Results of Operations for the Three Years Ended December 31, 2003
1. Changes in the Scope of Consolidation

Our results of operations fully consolidate all Italian and foreign subsidiaries engaged in banking,
finance or related activities in which we hold, directly or indirectly, more than 50% of the voting rights
or which we otherwise control, with the exception of certain minor subsidiaries not material to us, or
which are subject to liquidation proceedings or agreements for their disposal. The scope of full
consolidation also excludes SGA, the company that acquired the non-performing loans of the former
Banco di Napoli. See Note 19 to the Consolidated Financial Statements on page F-117 below.

All Italian and foreign subsidiaries engaged in banking, finance or related activities which we
jointly control with other shareholders are accounted for under the proportional method. Under this
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method, our proportional share of the results of operations, assets and liabilities of such entities is
included in our financial statements.

Other entities not engaged in banking, finance or related activities, or in which we exercise
significant influence by holding, directly or directly, between 20% and 50% of the voting rights, are
accounted for under the equity method. In addition, in accordance with Bank of Italy regulations, all
Italian and foreign subsidiaries engaged in insurance-related activities are consolidated under the equity
method, independently of the percentage of the Group’s equity interests in such subsidiary. Under this
method, our equity in the earnings of such entities (i.e., our proportional share in their profits or
losses) is included in our financial statements.

For a more detailed explanation of the basis on which we consolidate our subsidiaries and other
entities, see Note 2 “Scope of Consolidation” in our Consolidated Financial Statements on page F-7
below.

2003 Compared with 2002

The main changes in the scope of consolidation in 2003 compared with the year ended
December 31, 2002 were:

First, the full consolidation in the 2003 financial statements of the following companies, which had
been consolidated under the equity method in the 2002 financial statements:

» Eptaconsors S.p.A. (“Eptaconsors”) and its subsidiaries, following the increase in the equity
interest held by the Group which, in the first half of 2003, rose from 40.48% to 100%. In the
fourth quarter of 2003, Eptaconsors and its subsidiary, Eptasim S.p.A., were merged into Invesp
S.p.A;

* Inter-Europa Bank RT and its principal subsidiaries, following the increase in the equity interest
held by the Group in 2003 from 32.51% to 85.87%; and

Second, the proportional consolidation in the 2003 financial statements of Cassa dei Risparmi di
Forli S.p.A. (“Cassa dei Risparmi di Forli”), following the acquisition of joint control by the Parent
Bank, which, in May 2003, increased its equity interest from 21.02% to 29.77%. In the 2002 financial
statements, Cassa dei Risparmi di Forli had been consolidated under the equity method.

Third, the consolidation under the equity method in the 2003 financial statements of the following
companies, which had been fully consolidated in the 2002 financial statements:

* IW Bank S.p.A., following the disposal at the beginning of 2003 of the 80% equity interest
previously held by Banca IMI; and

* Banque Sanpaolo S.A. and its subsidiaries, following the disposal in December 2003 of a 60%
equity interest previously held by the Parent Bank.

Fourth, the consolidation under the equity method in the 2003 financial statements of Finconsumo
Banca S.p.A. (“Finconsumo”), as a result of the entry into a sale agreement and termination of joint
control by the Parent Bank, after which a 20% equity interest was sold. In the 2002 financial
statements, Finconsumo had been fully consolidated.

Fifth, Synesis Finanziaria S.p.A., the holding company of FIDIS Retail Italia, was included in the
scope of consolidation for the first time in 2003, under the equity method, following the Group’s
acquisition of a 25% equity interest.
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2002 Compared with 2001

The main changes in the scope of consolidation compared with the year ended December 31, 2001
were:

First, the full consolidation in the 2002 financial statements of the following companies, which had
been consolidated under the equity method in the 2001 financial statements:

* the former Cardine Group companies, following the merger by incorporation of the Cardine
Banca parent bank into Sanpaolo IMI; and

* FIN.OPI S.p.A. (formerly Compagnia di San Paolo Investmenti Patrimoniali S.p.A.), following
the acquisition of 100% of the equity interest by Banca OPI.

Second, the proportional consolidation in the 2002 financial statements of Banka Koper, following
the acquisition of joint control through the increase in the equity interest held by the Parent Bank.

2. Year Ended December 31, 2003 Compared with Year Ended December 31, 2002

The numbers to the left of the line items in the tables contained in the following sections refer to the
statutory classification for the audited consolidated statement of income under Italian GAAP except for
items 10.a), 30.c), 30.d), 60.a), 70.a), 70.b), 90.a), 90.b), 110.a) and 110.b), which reflect management’s
reclassification of the results of operations of the Group. Certain numbers in the tables reflect rounding used
in the reclassification of the audited consolidated statement of income, and may differ slightly from the
corresponding numbers in the audited consolidated statement of income.

Overview

For the year ended December 31 2003, the Group’s results showed an improvement in income
margins and less vulnerability to the decrease in interest rates and to market volatility.

The positive trend in operating revenues and cost containment efforts, together with the writebacks
and profits from the investment portfolio, more than offset the adverse impact of adjustments to loans
and extraordinary expenses linked with staff leaving incentives. Net income for the year, amounting to
€972 million, increased by 9.3% compared with 2002 and exceeded the plan, confirming the growth
forecast in the 2003-2005 Plan.

For the year ended December 31, 2003, Return on Equity (“RoE”), representing net income after
minority interests as a percentage of monthly average shareholders’ equity, increased to 9.0% from
8.3% in 2002.

Net Interest Income

The following tables set forth the Group’s net interest income for the years ended December 31,
2003, 2002 and 2002 pro forma, based on its audited and reclassified income statements.

Audited Consolidated Statement of Income

2002 %
2003 2002 pro forma 2003/2002
(millions of €) (unaudited)
10. Interest income and similar revenues ............... 7,443 8,693 8,455 (14.4)
20. Interest expense and similar charges . ............... (3,701) (4,955) (4,837) (25.3)
3,742 3,738 3,618 0.1
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In 2003, the difference between interest income and interest expenses, which we refer to as net
interest income, remained virtually flat, amounting to €3,742 million compared with €3,738 million in
2002, due to changes in the scope of consolidation. Excluding the impact of such changes, as shown by
a comparison with net interest income for 2002 on a pro forma basis, net interest income increased by
3.4% from €3,618 million.

Net interest income in 2003 was also positively affected by the results of Banca IMI, which showed
positive net interest income of €26 million, a 174.3% increase compared with negative net interest
income of €(35) million in 2002. This increase was primarily due to a reduction in Banca IMI’s
financing needs, attributable primarily to a decrease in its arbitrage activities with respect to equities as
a result of changed market conditions. Banca IMI’s net interest income is related to securities dealing
activities rather than banking activities. Management believes that excluding the impact of Banca IMI’s
net interest income is helpful to a better understanding of the components of and reasons for the
year-on-year changes in net interest income from the Group’s banking activities. See Item 3. “Selected
Financial Data—Reconciliation Between Audited and Reclassified Income Statements” on page 14
above.

Excluding Banca IMI’s net interest income, as shown in our reclassified income statement
discussed below, the Group’s net interest income in 2003 was €3,716 million, a 1.5% decrease
compared with €3,773 million in 2002. This decrease was due to the changes in the scope of
consolidation. Excluding the impact of such changes, as shown by a comparison with reclassified net
interest income for 2002 on a pro forma basis, net interest income in 2003 showed an increase of
€63 million, or 1.7%, from €3,653 million. This increase in net interest income compared with 2002 on
a pro forma basis was due to the net effect of changes in the average balances of interest-earning assets
and interest-bearing liabilities, which increased net interest income by €133 million, partially offset by
the net effect of changes in the average yield, which reduced net interest income by €70 million.

Both components of net interest income, interest income and interest expense, decreased in 2003
compared with 2002. Interest income decreased by 14.4% to €7,443 million from €8,693 million, and
interest expense decreased by 25.3% to €3,701 million from €4,955 million. Both decreases were
primarily due to a decrease in interest rates. To a much lesser extent, the decreases were attributable to
the changes in the scope of consolidation. Excluding the impact of such changes, as shown by a
comparison with 2002 on a pro forma basis, interest income in 2003 decreased by 12.0% from
€8,455 million and interest expense in 2003 decreased by 23.5% from €4,837 million.

The interest rate that serves as the benchmark for short-term loans, the three-month Euribor rate,
decreased from 2.96% in December 2002 to 2.15% in December 2003 and, averaged over the year,
decreased from an average rate of 3.32% in 2002 to 2.33% in 2003. This decrease was reflected in the
average yield on the Group’s interest-earning assets and the average cost of interest-bearing liabilities
in 2003, which, excluding the average balances and interest income and expense of Banca IMI, were
4.53% and 2.20%, respectively. The average spread of 2.33% represented a slight decrease in the
average spread of 2.36% in 2002 and 2002 on a pro forma basis. Customer transactions, which refer to
loans to customers, customer deposits and senior debt securities issued by the Group, generated an
average spread of 3.14% compared with 3.04% in 2002 and in 2002 on a pro forma basis.

Excluding Banca IMI, the average balance of the Group’s interest-earning assets increased by
€1,941 million, or 1.3%, compared with 2002, due to the changes in the scope of consolidation.
Excluding the impact of such changes, as shown by a comparison with the average balance of interest-
earning assets for 2002 on a pro forma basis, interest-earning assets increased by 4.5% to
€155,977 million from €149,297 million. This overall increase was due to a 2.9% increase in loans to
customers, primarily due to an increase in medium- and long-term loans attributable primarily to lower
interest rates; an 80% increase in reverse repurchase agreements; and a 13.6% increase in interbank
deposits and loans to credit institutions; and was partially offset by a 10.5% decrease in the securities

101



held by the Group, as a result of measures to rationalize the Group’s portfolio; and a 43.3% decrease
in the receivable from SGA, relating to the former Banco di Napoli’s non-performing loans. For an
explanation of the receivable from SGA, see Note 19 to the Consolidated Financial Statements at page
F-117 below.

Excluding Banca IMI, the average balance of the Group’s interest-bearing liabilities increased by
€2,936 million, or 2.0%, compared with 2002. This result was affected by the changes in the scope of
consolidation. Excluding the impact of such changes, as shown by a comparison with the average
balance of interest-bearing liabilities for 2002 on a pro forma basis, interest-bearing liabilities increased
by 5.2% to €152,223 million from €144,687 million. This overall increase was due to a 28.6% increase
in interbank deposits and debt from credit institutions; a 28.6% increase in repurchase agreements; a
2.9% increase in customer deposits; and an 8.5% increase in the Group’s subordinated debt; and was
partially offset by a 5.8% decrease in senior debt securities issued by the Group.

Excluding Banca IMI, the difference between the average balance of non-interest-earning assets on
the one hand and the average balance of non-interest-bearing liabilities and shareholders’ equity on the
other hand, which we refer to as the fund imbalance, decreased from €4,749 million in 2002 to
€3,754 million in 2003, a decrease of €995 million. Excluding the impact of the changes in the scope of
consolidation, as shown by a comparison with 2002 on a pro forma basis, the fund imbalance decreased
from €4,610 million in 2002, a decrease of €856 million. The effect of this decrease was to reduce the
amount of non-interest-bearing liabilities available to fund interest-earning assets, which adversely
affected our net interest income.

Reclassified Consolidated Statement of Income

2002 %

2003 2002 pro forma 2003/2002

(millions of €) (unaudited)
10. Interest income and similar revenues . ............. 7,443 8,693 8,455 (14.4)

30.c) Dividends from equity investments under 20% of stake,

treated as interest . .......... ... . ... ... — — — —
10.a) Interest margin of Banca IMI Group(l) ............ (26) 35 35 (174.3)
20. Interest expense and similar charges. .. ............ (3,701) (4,955) (4,837) (25.3)
Net interest iNCOME . . . . v v vttt et 3,716 3,773 3,653 (1.5)

(1) Reclassification of (positive)/negative net interest income of Banca IMI Group to “Profits (losses)
on financial transactions and investment income” as it is related to securities dealing activities
rather than banking activities.

On the basis of the reclassified income statement, in 2003, net interest income decreased by 1.5%
from €3,773 million in 2002 to €3,716 million. This was primarily due to changes in the scope of
consolidation. Excluding the impact of such changes, as shown by a comparison with net interest
income for 2002 on a pro forma basis, net interest income increased by 1.7% from €3,653 million. The
components of and reasons for this increase in net interest income are the same as described under our
audited income statement above.

Average Balances and Interest Rates

The following tables show average balances and interest rates for the Group for the years ended
December 31, 2003, 2002 and 2002 pro forma, based on its reclassified financial statements.

For purposes of these tables, (i) average balances have been determined based on daily figures for
interest-earning assets and interest-bearing liabilities of Sanpaolo IMI, Sanpaolo Banco di Napoli
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S.p.A., Banca Fideuram S.p.A. (“Banca Fideuram™), Banca Opi S.p.A. (“Banca Opi”), Banca Popolare
dell’ Adriatico S.p.A., Cassa di Risparmio di Padova e Rovigo S.p.A., Cassa di Risparmio di Venezia
S.p.A., Cassa di Risparmio in Bologna S.p.A., and Friulcassa S.p.A., and on quarterly figures for all the
other assets and liabilities of the Group; management believes that the average figures below present
substantially the same trend as would be presented by daily averages; (ii) interest income and expense
in the following tables vary from the amounts presented in the Consolidated Financial Statements (see
footnotes to tables below for further details); (iii) tax-exempt income has not been calculated on a
tax-equivalent basis because the effect of such calculations would not be significant; and (iv) the
average balance of non-accruing loans has been included in the average balance of non-interest-earning
assets (see footnotes to tables below for further details).

Year ended December 31,
2003 2002(1) 2002 pro forma

Average Average Average Average Average Average
Balance Interest(2) Yield Balance Interest(2) Yield Balance Interest Yield

(millions of €, except percentages)

Assets:
Interest earning assets
Loans and leases to non-credit

institutions . . . ............. 116,659 6,034 5.17% 116,467 6,756 5.80% 113,369 6,609 5.83%
—Euro................ ... 109,224 5,790 5.30% 105,796 6,386 6.04% 102,279 6,189 6.05%
—Noneuro................ 7,435 244 3.28% 10,671 370 347% 11,090 420 3.79%
Interest-earning deposits and loans to
credit institutions . . .......... 12,452 260 2.09% 12,120 399 3.29% 10,961 352 3.21%
—FEuro........... ... . ..., 7,095 161 227% 11,421 386 3.38% 10,123 325 3.21%
—Noneuro................ 5,357 99 1.85% 699 13 1.86% 838 27 3.22%
Reverse repurchase agreements . . . . . 10,787 253 235% 5,992 185 3.09% 5,992 185 3.09%
—FEuro........... ... . ..., 10,281 247 240% 5,264 173 329% 5,264 173 3.29%
—Noneuro................ 506 6 1.19% 728 12 1.65% 728 12 1.65%
Trading account securities and
investments . . .............. 14,528 460 3.17% 16,722 726 4.34% 16,240 675 4.16%
—Euro. ............... ... 11,559 385 333% 12,393 575 4.64% 11,869 520 4.38%
—Noneuro................ 2,969 75 253% 4,329 151 349% 4,371 155 3.55%
Other interest-earning assets from
Banco di Napoli(3) . .......... 1,551 58 3.74% 2,735 100 3.66% 2,735 100 3.66%
Total interest-earning assets . . . . . . . 155,977 7,065 4.53% 154,036 8,166 5.30% 149,297 7,921 5.31%
—FEuro............ ... ..., 139,710 6,641 4.75% 137,609 7,620 5.54% 132,270 7,307 5.52%
—Noneuro................ 16,267 424 2.61% 16,427 546 332% 17,027 614 3.61%
Non-interest-earning assets(4) ... .. 47,004 53,329 53,313
Total assets . ................ 202,981 207,365 202,610

(1) For the year ended December 31, 2002, the average balance, interest and average yield for certain items differ from those
reported in our 2002 annual report because of reclassifications made to ensure consistency with and comparability to the
methodology used for the years ended December 31, 2003 and 2002 pro forma. The impact of such changes, which include
the reclassification of the former Cardine group’s non accruing loans from interest-earning assets to non-interest-earning
assets and the reclassification of capitalization from securities to loans, is the following:

a. loans and leases to non-credit institutions: average balance from €118,868 million to €116,467 million; interest from
€6,732 million to €6,756 million; average yield from 5.66% to 5.80%;

b. trading account securities and investments; average balance from €17,351 million to €16,722 million; interest from
€750 million to €726 million; average yield from 4.32% to 4.34%; and

c. non-interest-earning assets: average balance from €50,299 to €53,329.

(2) Total interest income varies by €378 million and €527 million from income as shown in the Consolidated Financial
Statements for the years ended December 31, 2003 and 2002, respectively, due to the following differences:

a. reclassification of interest income of Banca IMI that relates to securities dealing activities of €402 million and
€447 million in 2003 and 2002, respectively; and
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b. reclassification of interest income (and expense) on derivatives contracts hedging interest rate risk, which in the
Consolidated Financial Statements are netted together, but which in the above table are netted against interest income
(or expense) of the respective assets or liabilities hedged by the derivatives. Such amounts reduced interest income and
increased interest expense by €24 million and €80 million in 2003 and 2002, respectively.

(3) This line item comprises the credits from SGA. SGA is the company established to recover non-performing loans of Banco
di Napoli. See Note 19 to the Consolidated Financial Statements on page F-117.

(4) The average balance of non-accruing loans has been included in the average balance of non-interest-earning assets.

Year ended December 31,
2003 2002 2002 pro forma

Average Average Average Average Average Average
Balance Interest(1) Rate Balance Interest(1) Rate Balance Interest Rate

(millions of €, except percentages)

Liabilities and Shareholders’ Equity:

Interest bearing liabilities

Short-term borrowings and medium-
and long-term debt from non-credit

institutions . . ........... ... 66,822 763 1.14% 66,888 1,022 1.53% 64,957 1,003 1.54%
—Euro........... ... . . 61,644 682 1.11% 60,742 866 1.43% 58,331 819 1.40%
—Non Euro ............... 5,178 81 1.56% 6,146 156 2.54% 6,626 184 2.78%

Deposits, short-term borrowings and
medium- and long-term debt from

credit institutions . . .......... 24,177 576 238% 19,643 596 3.03% 18,802 541 2.88%

—Euro............. ... ... 15,938 393 247% 12,792 416 3.25% 11,799 347 2.94%

—Non Euro . .............. 8,239 183 222% 6,851 180 2.63% 7,003 194 2.77%
Repurchase agreements . . . .. ... .. 11,214 248 2.21% 8,671 290 3.34% 8,723 291 3.34%

—FEuro........... ... .. ... 11,214 248 221% 8,671 290 334% 8,723 291 3.34%

—NonEuro ............... — — n.a. — — n.a. — — n.a.
Securities and subordinated

liabilities(2) . . ... ... ... .. ... 50,010 1,762 3.52% 54,085 2,485 459% 52,205 2,433 4.66%

—Euro................ ... 48,526 1,723 3.55% 51,864 2,406 4.64% 49,947 2353 4.71%

—Noneuro................ 1,484 39 2.63% 2,221 79 356% 2,258 80 3.54%
Total interest-bearing liabilities . . . . . 152,223 3,349 2.20% 149,287 4,393 2.94% 144,687 4,268 2.95%

—FEuro............ ... . ... 137,322 3,046 2.22% 134,069 3,978 2.97% 128,800 3,810 2.96%

—Non-Euro . .............. 14,901 303 2.03% 15218 415 2.73% 15,887 458 2.88%
Non-interest-bearing liabilities:

Other liabilities . . ........... 39,596 46,853 46,546

Minority interest in consolidated

subsidiaries . . .. ........... 313 490 531

Total non-interest-bearing liabilities . 39,909 47,343 47,077

Shareholders’ equity

Common shares . ............ 5,144 5,144 5,144

Other shareholders’ equity . . . . .. 5,705 5,591 5,702

Total shareholders’ equity(3) . .. .. 10,849 10,735 10,846

Total liabilities and shareholders’

equity . . .. ... ... L. 202,981 207,365 202,610

(1) Total interest expense varies by €352 million and €562 million from expense as shown in the Consolidated Financial
Statements for the years ended December 31, 2003 and 2002, respectively, due to the following differences:

a. reclassification of interest expense of Banca IMI that relates to securities dealing activities of €376 million and
€482 million in 2003 and 2002, respectively; and

b. reclassification of interest income (and expense) on derivatives contracts hedging interest rate risk, which in the
Consolidated Financial Statements are netted together, but which in the above table are netted against interest income
(or expense) of the respective assets or liabilities hedged by the derivatives. Such amounts reduced interest income and
increased interest expense by €24 million and €80 million in 2003 and 2002, respectively.

(2) This item comprises senior debt securities and subordinated debt.

(3) Average shareholders’ equity includes net income.
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Change in Net Interest Income—Volume and Rate Analysis

The following table shows the allocation, by category of interest-earning assets and interest-bearing
liabilities and by currency, of changes in the Group’s net interest income among changes in average
volume, changes in average rate and changes in volume/rate for the year ended December 31, 2003
compared to the year ended December 31, 2002 pro forma. In addition, this table reconciles the
differences between this information for the year ended December 31, 2002 and 2002 pro forma. This
table supplements the tables presented in Item 3. “B. Selected Statistical Information—Change in Net
Interest Income—Volume and Rate Analysis” on page 23 above and is presented here solely to show
the comparison between 2003 and 2002 excluding the impact of the changes in the scope of
consolidation.

Year ended December 31,

2003/2002 pro forma 2002 pro forma/2002

Increase/(decrease) due to changes in Increase/(decrease) due to changes in

Volume Net Volume Net
Volume(1) Rate(2) /Rate(3) Change(4) Volume(l) Rate(2) /Rate(3) Change(4)

(millions of €)
Interest income

Loans and leases to non-credit institutions . 192 (748)  (19) (575) (180) 35 2) (147)
—Euro . ..., .. oo 420 (767)  (52) (399) (212) 11 4 (197)
—NonEuro................... (139) (57) 20 (176) 15 34 1 50

Interest earning deposits and loans to credit
institutions . . . .. ... ... L L 48 123) @17 (92) (38) (10) 1 (47)
—FEuro . ... ... o o 97) 95) 28 (164) (44) (19) 2 (61)
—NonEuro................... 146 (11)  (63) 72 3 10 1 14

Reverse repurchase agreements . . . ... .. 148 44)  (306) 68 0 0 0 0
—FEuro . ... ... oo 165 47 44 74 0 0 0 0
—NonEuro................... “) 3) 1 (6) 0 0 0 0

Trading account securities and investment . (71) (161) 17 (215) (21) (30) 0 (51)
—Euro . ... ... o o (14) (125) 4 (135) (24) (32) 1 (55)
—NonEuro................... (50) (45) 15 (80) 1 3 0 4

Other interest earnings from Banco di
Napoli(5) . ......... .. ... ..... (43) 2 @ (42) 0 0 0 0

Total interest income . . . . . .......... 355 (1,165) (46) (856) (251) 15 ) (245)
—Euro . ... ..o oo 411 (1,018)  (59) (666) (296) (28) 11 (313)
—NonEuro................... (27) (170) 7 (190) 20 48 0 68

Interest expense
Short-term borrowings and medium and
long term debt from non-credit

institutions . . ... ... ... 29 (260) (9 (240) (30) 7 4 (19)
U 46 (169)  (14) (137) (34) (18) 5 (47)
—NOn-BUrO . . ..o (40) (81) 18 (103) 12 15 1 28

Deposits, short-term borrowings and
medium and long-term debt from credit

institutions . . . .. ... ... L. 155 %4 (206) 35 (25) (29) 1) (55)
—Euro . ... .. 122 55 (2 46 (32) (40) 3 (69)
—Non-Euro . . ....... ... ... ... 34 39) 6) an 4 10 0 14
Repurchase agreements . . .. ......... 83 (99) 27) (43) 2 0 1) 1
—Euro . . ... .. 83 99 (27) (43) 2 0 1) 1
—Non-Euro . . . ........... ... ... n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Securities and subordinated liabilities(6) . . (102) (595) 26 (671) (86) 38 “4) (52)
—Euro . ... ... (67) (579) 16 (630) (89) 36 0 (53)
—Non-Euro . . ................. 27) (21) 7 (41) 1 0 0 1
Total interest expense . . ............ 222 (1,085)  (56) 919) (135) 15 5) (125)
—Euro . ... ... o 252 (953)  (63) (764) (156) (13) 1 (168)
—Non-Euro . . ....... ... ... ... (28) (135) 8 (155) 18 23 2 43

(1) Volume: corresponds to the average balance for the year minus the average balance for the previous year, multiplied by the
average yield for such year.
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(2) Rate: corresponds to the average yield for the year minus the average yield for the previous year, multiplied by the average
balance for such year.

(3) Volume/Rate: corresponds to “Net Change” minus “Volume” and minus “Rate”.
(4) Net Change: corresponds to the interest for the year minus the interest for the previous year.

(5) This item comprises the credits from SGA. SGA is the company established to recover non-performing loans of Banco di
Napoli. See Note 19 to the Consolidated Financial Statements at page F-117 below.

(6) This item comprises senior debt securities and subordinated debt.

Net Commissions (and Other Dealing Revenues)

The following tables set forth the Group’s net commissions for the years ended December 31,
2003, 2002 and 2002 pro forma, based on its audited and reclassified (which include other dealing
revenues) income statements.

Audited Consolidated Statement of Income

2002 %
2003 2002 pro forma 2003/2002

(millions of €) (unaudited)

40. CommiSSion INCOME . . . v v vttt ettt et et e e 3,722 3,467 3,562 7.4
50.  CommiSSion €XPeNSE . . . v vttt e (685) (671) (772) 2.1
3,037 2,796 2,790 8.6

In 2003, the difference between commission income and commission expenses, which we refer to
as net commissions, increased by 8.6% to €3,037 million from €2,796 million in 2002. Our performance
in net commissions, partially attributable to the recovery of financial markets, improved gradually in the
course of 2003.

The growth in commission income occurred across all areas. Commissions from asset management,
securities brokerage and advisory services increased by 6.2%, primarily due to a 12.1% increase in
commissions from brokerage and custody of securities and currencies and a 5% increase in asset
management commissions. Asset management commissions, which had been mostly in decline during
the first half of the year, showed a progressive improvement in the second half, attributable to the
increase in both the volume and the value of assets under management. As a proportion of total net
commissions, asset management commissions decreased from 50.4% in 2002 to 48.7% in 2003. Among
other commission income, commissions from loans and guarantees, deposits and current accounts and
other net commissions increased by 13.3%, 14.8% and 14.5%, respectively, compared with 2002, partly
due to increases in volume.

In 2003, the ratios of net commissions to, respectively, administrative costs and payroll costs were
65.9% and 106.9%, a significant improvement compared with 60.2% and 97.9% in 2002.

Net commissions were only slightly affected by changes in the scope of consolidation. Excluding
the impact of such changes, as shown by a comparison with 2002 on a pro forma basis, net commissions
in 2003 increased by 8.9% from €2,790 million.
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Reclassified Consolidated Statement of Income

2002 %
2003 2002 pro forma 2003/2002
(millions of €) (unaudited)
40. Commission income . . ..............cvvvu... 3,722 3,467 3,562 7.4
50. Commission €XPense . . . .« v vvvvve e e (685) (671) (772) 2.1
70.a)  Income from merchant banking activities, other
income from leasing activities(1) ............. 20 27 19 (25.9)
110.a) Loss from merchant banking activities, other charges
from leasing activities(2) ................... (21) (14) (14) 50.0
Net commissions and other dealing revenues . . . . .. 3,036 2,809 2,795 8.1

(1) This item is made up of the following components of Item 70. “Other operating income”: income
from sale of merchant banking activities, other income from leasing activities.

(2) This item is made up of the sum of the following components of Item 110. “Other operating
expenses’: losses from merchant banking activities and other charges from leasing activities, for the
part, within those components, that expressly refers to commission expenses.

On the basis of the reclassified consolidated statement of income, in 2003, net commissions and
other dealing revenues increased by 8.1% to €3,036 million from €2,809 million in 2002. Except for the
immaterial impact of our merchant banking and leasing activities, the components of and reasons for
this increase are the same as discussed under our audited income statement above.

Compared to the reclassified pro forma results for 2002, net commissions and other dealing
revenues in 2003 increased by 8.6% from €2,795 million.
Profits on Financial Transactions, Dividends on Shares and Equity Investments, and Income from

Companies Carried at Equity

The following tables set forth the Group’s profits on financial transactions, dividends on shares and
equity investments, and income from companies carried at equity for the years ended December 31,
2003, 2002 and 2002 pro forma, based on its audited and reclassified income statements.

Audited Consolidated Statement of Income

2002 %
2003 2002 pro forma 2003/2002
(millions of €) (unaudited)

30. Dividends and other revenues: . . ............... 309 565 565 (45.3)
a) from shares, capital quotas and other equities . . . . . .. 223 410 410 (45.6)
b) from equity investments . ... ....... ... . . ... ... 86 155 155 (44.5)

60. Profits (losses) on financial transactions .......... 198 (98) (80) 302.0

170. Income (losses) from investments carried at equity .. 197 137 159 43.8

704 604 644 16.6

In 2003, profits on financial transactions, dividends on shares and equity investments, and income
from companies carried at equity increased by 16.6% to €704 million from €604 million in 2002. This
increase was due to an increase in profits on financial transactions and a 43.8% increase in income
from companies carried at equity, partially offset by a 45.6% decrease in dividends and other revenues
from shares and other equities and a 44.5% decrease in dividends and other revenues from equity
investments. The increase was also affected by the changes in the scope of consolidation. Excluding the
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impact of such changes, as shown by a comparison with 2002 on a pro forma basis, profits on financial
transactions, dividends on shares and equity investments, and income from companies carried at equity
increased by 9.3% from €644 million.

Dividends and other revenues from shares and other equities, together with profits on financial
transactions, reflect the Group’s dealing activities in securities, foreign exchange and derivatives. In the
aggregate, income from these activities amounted to €421 million, a 34.9% increase from €312 million
in 2002. This increase was due to an increase in profits on financial transactions from €(98) million to
€198 million, due primarily to the placement of interest and exchange rate derivatives structured by
Banca IMI and distributed by the Parent Bank’s commercial network, partially offset by a decrease in
dividends and other revenues from shares and other equities from €410 million to €223 million,
primarily due to a decrease in Banca IMI’s arbitrage activities with respect to equities, as a result of
changed market conditions. The changes in the scope of consolidation affected income from the
Group’s brokerage activities only slightly, with the impact being felt exclusively in profits on financial
transactions. Excluding the impact of these changes, as shown by a comparison with dividends and
other revenues from shares and other equities, and profits on financial transactions for 2002 on a pro
forma basis, income from these activities increased by 27.6% from €330 million.

Income from companies carried at equity and dividends and other revenues from equity
investments (which represent income from minority shareholdings), in the aggregate, amounted to
€283 million in 2003, a decrease of 3.1% from €292 million in 2002. This decrease consisted of:

* a 43.8% increase in income from companies carried at equity to €197 million from €137 million
in 2002, primarily due to the results of the insurance companies in the Sanpaolo IMI Wealth
Management Business Area, which increased by €9 million in 2003; the tax collection companies
in which Sanpaolo IMI has a minority interest, which increased by €10.1 million in 2003; and a
€21.8 million reduction in the losses of several companies in which Sanpaolo IMI has minority
interests compared with 2002. In addition, the overall increase was affected by a net contribution
of €39.5 million from companies that were consolidated at equity for the first time in 2003, of
which the largest contribution was Banque Sanpaolo (€27.1 million); and

* a 44.5% decrease in dividends and other revenues from equity investments, representing other
revenues from unconsolidated minority shareholdings, from €155 million in 2002 to €86 million.
The decrease was primarily due to the elimination of dividends from Cardine Banca from this
line item as a result of the Cardine merger in 2002.

Compared to the pro forma results for 2002, income from companies carried at equity and
dividends and other revenues from equity investments, in the aggregate, decreased by 9.9% from
€314 million.
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Reclassified Consolidated Statement of Income

2002 %
2003 w pro forma 2003/2002
(millions of €) (unaudited)
30.a) Dividends and other revenues from shares, capital
quotas and other equities . . . ................. 223 410 410 (45.6)
60. Profits (losses) on financial transactions . .......... 198 (98) (80) 302.0
60.a) Writedowns to securities considered as adjustments to
loans. . ..o 0 9 9 (100.0)
10.a) Interest margin of Banca IMI Group . ............ 26 (35 35) 174.3
Profits (losses) on financial transactions and dividends
On shares . ......... ...t 447 286 304 56.3
30.b) Dividends and other revenues from equity investments . 86 155 155 (44.5)
170.  Income (losses) from investments carried at equity ... 197 137 159 43.8
Profit (losses) of companies carried at equity and
dividends on equity investments . .............. 283 292 314 3.1
730 578 618 263

On the basis of the reclassified consolidated statement of income, in 2003, profits on financial
transactions, dividends on shares and equity investments, and income from companies carried at equity
increased by 26.3% to €730 million from €578 million in 2002. Except for the impact of reclassifying
Banca IMD’s net interest income, the reasons for and components of this increase are the same as
discussed under our audited income statement above.

Compared to the reclassified pro forma results for 2002, profits on financial transactions, dividends
on shares and equity investments, and income from companies carried at equity in 2003 increased by
18.1% from €618 million.

Operating Expenses

The following tables set forth the principal components of the Group’s operating expenses for the
years ended December 31, 2003, 2002 and 2002 pro forma, based on its audited and reclassified income
statements.

Audited Consolidated Statement of Income

2002 %
2003 2002 pro forma 2003/2002
(millions of €) (unaudited)

80. Administrative costs .. ..... ... ... (4,610) (4,648) (4,578) (0.8)
a) payroll ... (2,841) (2,856) (2,814) 0.5)
b) other ........ ... ... .. (1,769) (1,792) (1,764) (1.3)

other administrative costs . . .. ............. (1,512) (1,528) (1,508) (1.0)
other indirect taxes . .............. ... ... (257) (264) (256) (2.7)

70. Other operating income . . . ................ 396 422 411 (6.2)

110 Other operating expenses . ................ (68) (50) (50) 36.0

90. Adjustments to intangible and tangible fixed

ASSELS . o vt (642) (753) (745) (14.7)

(4,924) (5,029)  (4,962) (2.1)
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In 2003, operating expenses decreased by 2.1% from €5,029 million in 2002 to €4,924 million. This
was primarily due to successful efforts to contain the rate of increase of administrative costs, thus
permitting the Group to absorb the material impact of the integration and restructuring costs
attributable to the Group’s expansion in recent years. The decrease was also attributable to the changes
in the scope of consolidation. Excluding the impact of such changes, as shown by a comparison with
2002 on a pro forma basis, operating expenses remained virtually flat, decreasing by 0.8% from
€4,962 million.

Administrative costs in 2003 totaled €4,610 million, a 0.8% decrease from €4,648 million in 2002.
In terms of its main components, payroll costs decreased by 0.5% from €2,856 million in 2002, other
administrative costs decreased by 1.3% from €1,792 million and indirect taxes decreased by 2.7% from
€264 million. The overall decrease in administrative costs was due to changes in the scope of
consolidation. Excluding the impact of such changes, as shown by a comparison with 2002 on a pro
forma basis, administrative costs increased by 0.7%, a rate of increase significantly below the 2.7%
annual inflation rate in Italy in 2003, due primarily to increased payroll costs; and other administrative
costs and indirect taxes remained virtually flat.

Excluding the impact of the changes in the scope of consolidation, payroll costs showed a
contained increase of 1.0% from €2,814 million in 2002 pro forma, despite contractual pay increases
resulting from the national collective labor agreement governing the Italian banking sector (whose
financial terms expired at the end of 2003). This result was achieved by efforts to reduce and optimize
the number of employees of the Group, which decreased in average terms by 2.9% compared with 2002
on a pro forma basis. A decrease in average terms of 1% was attributable to staff leaving incentives in
connection with the Income, Employment and Re-training Fund for Staff in the Banking Industry
(“Solidarity Fund”), a fund established to support the income of employees who accepted early
retirement. To qualify for the Solidarity Fund, the employees must be entitled to retire within
60 months from their early retirement date. Of the 2,900 employees who voluntarily applied for the
Solidarity Fund in accordance with the above-mentioned criteria, 957 retired in 2003. The remainder
will retire in 2004. Consequently, the benefits expected from personnel reductions will be felt more
strongly from 2004.

Excluding the impact of the changes in the scope of consolidation, other administrative costs
remained virtually flat, amounting to €1,512 million in 2003 compared with €1,508 million in 2002 on a
pro forma basis. This is evidence of the Group’s ability to control its costs and was attributable
primarily to reductions in professional, general, marketing and advertising, and utilities expenses.

Real estate costs remained substantially unchanged in 2003, whereas IT costs and indirect
personnel costs increased compared with 2002. The increase in IT costs to €426 million in 2003 from
€404 million in 2002 was primarily attributable to the unification of the IT systems of the banking
networks in the Parent Bank’s Macchina Operativa Integrata (MOI), or Integrated Operating Platform.
The increase in indirect personnel costs to €91 million in 2003 from €75 million in 2002 was
attributable to transfer and training expenses related to the ongoing process of integrating the Group’s
distribution networks.

In 2003, other operating income decreased by 6.2% from €422 million in 2002, primarily due to a
decrease in reimbursements of expenses by third parties and also due to the changes in the scope of
consolidation. Excluding the impact of such changes, as shown by a comparison with 2002 on a pro
forma basis, other operating income decreased by 3.6% from €411 million. Other operating expenses
increased by 36.0% from €50 million in 2002, primarily due to the Group’s leasing activities.

Adjustments to the value (depreciation and amortization) of tangible and intangible fixed assets in
2003 amounted to €642 million, a 14.7% decrease compared with €753 million in 2002. Adjustments
other than those due to goodwill, merger and consolidation differences totaled €484 million in 2003
compared with €510 million in 2002. The €80 million decrease reflected the trend in the Group’s
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capital expenditures, which, although still at high levels, decreased compared with 2002. The Group’s
capital expenditures were directed primarily to improving its central processing capacity and
modernizing its technological infrastructure in the context of the integration of the IT systems of the
Group’s bank networks in the MOI, as well as the development of new applications and products to

the reorganization and specialization of the Group’s commercial network.

Adjustments to goodwill and merger and consolidation differences in 2003 amounted to
€158 million, a 25.5% decrease compared with €212 million in 2002. This decrease was primarily due to
the completion, at the end of 2002, of the ten-year amortization related to the merger of the former

Banca Provinciale Lombarda and the former Banco Lariano. The 2002 result also reflected an

impairment charge to goodwill arising from the Group’s acquisition of Fideuram Wargny in

December 2000.

In 2003, the ratio of costs to income decreased to 63.9% from 68.4% in 2002, primarily as a result

of the growth in income.

Reclassified Consolidated Statement of Income

80. Administrative costs
a) payroll . .. ...
b) other ... ... .

70.b)  Other operating income(1) ................
110.b)  Other operating expenses(2) . ..............
90. Adjustments to intangible and tangible fixed
ASSELS . o vt
90.a)  Adjustments to goodwill, merger and
consolidation differences . ...............
90.b)  Adjustments to fixed assets considered as
extraordinary expenses. . . ...............

Adjustments to intangible and tangible fixed
assets other than to goodwill, merger and
consolidation differences . ...............

Operating eXpenses. . « . . oo v ven e neneen..

2003

(millions of €)

(484)
(4,765)

2002 %
2002 pro forma  2003/2002
(unaudited)

(2,856)  (2,814) (0.5)
(1,792)  (1,764) (1.3)
(1,528)  (1,508) (1.0)
(264) (256) (2.7)
(4,648)  (4,578) (0.8)
395 392 (4.8)
(37) (37) 27.0
(753) (745)  (14.7)
212 218 (25.5)
31 19 (100.0)
(510) (508) (5.1)
(4,800)  (4,731) (0.7)

(1) This item is made up of the sum of Item 70. “Other operating income” less Item 70.a) “Income
from merchant banking activities, other income from leasing activities”.

(2) This item is made up of the sum of Item 110. “Other operating expenses” less Item 110.a) “Loss
from merchant banking activities, other charges from leasing activities”.

On the basis of the reclassified consolidated statement of income, in 2003, operating expenses
remained virtually flat, decreasing by 0.7% from €4,800 million in 2002 to €4,765 million. In terms of
administrative costs, the components of and reasons for this decrease are the same as discussed under
our audited income statement above. Except for the immaterial impact of reclassifying the income and
losses from our merchant banking and leasing activities under “Net Commissions (and Other Dealing
Revenues)” discussed above, and the impact of reclassifying adjustments to goodwill merger and
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consolidation differences under “Net Value Adjustments and Provisions for Loan Losses” discussed
below, the components of and reasons for the decrease in adjustments to the value of tangible and
intangible fixed assets are the same as discussed under our audited income statement above.

Compared to the reclassified pro forma results for 2002, operating expenses in 2003 also remained
virtually flat, increasing by 0.7% to €4,765 million from €4,731 million in 2002.

On a reclassified basis, in 2003, the ratio of costs to income decreased to 61.9% from 65.1% in
2002.
Net Value Adjustments and Provisions for Loan Losses

The following tables set forth the principal components of the Group’s net value adjustments to
loans and financial fixed assets and provisions for loan losses for the years ended December 31, 2003,
2002 and 2002 pro forma, on the basis of its audited and reclassified income statements.

Audited Consolidated Statement of Income

2002 %
2003 2002 pro forma  2003/2002
(millions of €) (unaudited)

100.  Provisions for risks and charges.............. (195) (261) (261) (25.3)
120.  Adjustments to loans and provisions for

guarantees and commitments . . .. .......... (1,1206) (889) (858) 26.7
130.  Writebacks of adjustment to loans and provisions

for guarantees and commitments . .......... 417 320 302 30.3
140.  Provisions to the allowance for probable loan

IOSSES « v v (15) 27) 27) (44.4)
150.  Adjustment to financial fixed assets . . ......... (158) (569) (569) (72.2)
160.  Writebacks of adjustment to financial fixed assets . 218 8 8 n.a.

_(859) (1,418)  (1,405) (39.4)

In 2003, net value adjustments and provisions for loan losses decreased by 39.4% from
€1,418 million in 2002 to €859 million. This decrease was due primarily to the €411 million decrease in
write-downs of the Group’s financial fixed assets compared with 2002, as well as the €215 million
write-back in the Group’s equity interest in Santander Central Hispano (SCH), whose €399 million
write-down had adversely affected the Group’s results in 2002.

The main components of the €859 million total were as follows:

* €195 million of provisions for risks and charges, a 25.3% decrease from €261 million in 2002,
primarily due to the recalculation of the probable losses arising from the renegotiation of
subsidized residential mortgage loans, following the promulgation by the Ministry of Economy
and Finance of the Ministerial Decree of March 31, 2003, which established the average rate
applicable to installments maturing after July 1, 1999 on the relevant loans. Provisions in 2002
had also been affected by restructuring costs accrued by Banca Fideuram in connection with the
integration of Banca Sanpaolo Invest. Of the €195 million total:

* €117 million relates to provisions of the Parent Bank, consisting of:

— €57 million relating to claims made against the Group in legal and bankruptcy
proceedings, compared to €48 million in 2002;

112



— €38 million relating to probable losses from guarantees and securities dealing activities
with customers (of which €30 million relates to the sale and distribution of Cirio and
Parmalat bonds), compared to €79 million in 2002; and

— €22 million relating to personnel-related liabilities, consisting of €16 million to cover
deficits of certain independent supplementary pension funds which supplement
Sanpaolo IMI’s compulsory pension fund, and €6 million to cover seniority bonuses
to employees;

* €78 million relates to provisions of the Parent Bank’s subsidiaries, consisting of:

— €37 million relating to risks in connection with the sale and distribution of financial
products, compared to €68 million in 2002;

— €21 million of provisions made by the Cardine Finanziaria and Sanpaolo Banco di
Napoli banking networks; and

— €20 million of provisions made by other subsidiaries.

* €724 million of negative net adjustments to loans and provisions for guarantees and
commitments, which are reserves against the Group’s loan and guarantee portfolio net of write-
backs, an increase of 21.5% from €596 million in 2002. This increase was due primarily to the
€273 million provision for 90% of the Group’s exposure to Parmalat and the €10 million
provision related to the write-down of the Group’s entire exposure to Cirio, partially offset by
the net effect of the changes in the scope of consolidation. Excluding the impact of such
changes, as shown by a comparison with 2002 on a pro forma basis, negative net adjustments to
loans and provisions for guarantees and commitments increased in 2003 by 24.2% from
€583 million in 2002. Reserves against performing loans were increased to €1,102 million at
December 31, 2003, compared with €1,064 million at the end of 2002. At the end of 2003, the
coverage of the Group’s performing loan portfolio (excluding loans to SGA) by reserves
remained at 0.9%, the same as at year-end 2002.

* €60 million of positive net adjustments to financial fixed assets compared with €561 million of
negative net adjustments in 2002. This improvement was primarily due to the €215 million
write-back in the Group’s equity interest in SCH, reflecting a valuation of the Group’s equity
interest at €8.075 per share, the average price of SCH’s ordinary shares in the second half of
2003. This was partially offset by the €105 million write-down of the Group’s equity interest in
H3G, as well as a €12 million write-down of its equity interest in Fiat, which reflected a
valuation of the Group’s equity interest at €6.397 per share, the average price of Fiat’s ordinary
shares in December 2002.

Compared to the pro forma results for 2002, net value adjustments and provisions for loan losses
in 2003 decreased by 38.9% from €1,405 million.
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Reclassified Consolidated Statement of Income

2002 %
2003 2002 pro forma  2003/2002
~(millions of € (unaudited)
90.a) Adjustments to goodwill, merger and
consolidation differences(1) .. ............. (158) (212) (218) (25.5)
100.  Provisions for risks and charges.............. (195) (261) (261) (25.3)
120.  Adjustments to loans and provisions for
guarantees and commitments . . .. .......... (1,1206) (889) (858) 26.7
60.a) Writedowns to securities considered as
adjustments to loans and other ............ — ®) @) (100.0)
130.  Writebacks of adjustment to loans and provisions
for guarantees and commitments . .......... 417 320 302 30.3
140.  Provisions to the allowance for probable loan
JOSSES « v v (15) (27) (27) (44.4)
Adjustments to loans and provisions for
guarantees and commitments, net .......... (724) (604) (590) 19.9
150.  Adjustment to financial fixed assets . . ......... (158) (569) (569) (72.2)
160.  Writebacks of adjustment to financial fixed assets . 218 8 8 n.a.
Adjustment to financial fixed assets, net ....... 60 (561) (561) 110.7
Net value adjustment and provisions for loan
losses and equity in earnings of unconsolidated
subsidiaries . . . ... ... i (859) (1,426) (1,412) (39.8)

(1) This item refers to certain components of Item 90. “Adjustments to intangible and tangible fixed
assets”: amortization of goodwill arising on application of equity method, amortization of merger
differences, amortization of goodwill and amortization of goodwill arising on consolidation.

On the basis of the reclassified consolidated statement of income, in 2003, net value adjustments
and provisions for loan losses decreased by 39.8% from €1,426 million in 2002 to €859 million. The
components of and reasons for this decrease are the same as discussed under our audited income
statement above. In addition, adjustments to goodwill and merger and consolidation differences
amounted to €158 million, a 25.5% decrease compared with €212 million in 2002. The components of
and reasons for this decrease are the same as discussed under “Operating Expenses” under our audited
income statement above.

Compared to the reclassified pro forma results for 2002, net value adjustments and provisions for
loan losses in 2003 decreased by 39.2% from €1,412 million.
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Net Extraordinary Income

The following tables set forth the Group’s net extraordinary income for the years ended
December 31, 2003, 2002 and 2002 pro forma, on the basis of its audited and reclassified income
statements.

Audited Consolidated Statement of Income

2002 %
2003 2002 pro forma  2003/2002
(millions of €) (unaudited)
190. Extraordinary income . ................c....... 548 575 580 4.7
200. Extraordinary €Xpenses . . . . ...............n... (580) (248) (241) 133.9
(32) 327 339 (109.8)

In 2003, net extraordinary income amounted to negative €(32) million compared with positive net
extraordinary income of €327 million in 2002, a decrease of 109.8%, primarily due to a 133.9% increase
in extraordinary expenses. The main components of net extraordinary income in 2003 included:

* €475 million in provisions for staff leaving incentives, primarily attributable to the Solidarity
Fund,;

* €16 million in expenses in connection with the Group taking advantage of a tax amnesty. In
addition to this amount, the Group’s total expenditure on this matter included €11 million
related to insurance subsidiaries that are consolidated using the equity method, and €20 million
for which existing tax allowances were used,;

* €320 million in capital gains from the sale of various shareholdings, including €240 million from
the sale of a 60% equity interest in Banque Sanpaolo and €44 million from the sale of a 20%
equity interest in Finconsumo Banca; and

* €84 million from the release of excess allowances, primarily due to the recalculation of probable
losses arising from the renegotiation of subsidized residential mortgage loans, in accordance with
the terms established by the Ministerial Decree of March 31, 2003, discussed under “Net Value
Adjustments and Provisions for Loan Losses (and Adjustments to Goodwill, Merger and
Consolidation Differences” above.

Compared to the pro forma results for 2002, net extraordinary income in 2003 decreased by
109.4% from €339 million.

Reclassified Consolidated Statement of Income

2002 %o
2003 2002  pro forma 2003/2002

(millions of €) (unaudited)

190. Extraordinary income .................. . . ... 548 575 580 4.7

200. Extraordinary eXpenses . ...............iiiinnn... (580) (248)  (241) 133.9
90.b)  Adjustments to fixed assets considered as extraordinary

EXPCISES .« v v v v vt e e e e e e 0 31) (19)  (100.0)

Net extraordinary income(1) ...................... (32) 296 320 (110.8)

(1) This Item refers to the sum of Item 200 “Extraordinary expenses” plus Item 90.b) Adjustments to
fixed assets considered as extraordinary expenses”.
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On the basis of the reclassified consolidated statement of income, in 2003, net extraordinary
income amounted to negative €(32) million compared with positive net extraordinary income of
€296 million in 2002, a decrease of 110.8%. Except for the impact of the fact that there were no
adjustments to fixed assets considered as extraordinary expenses in 2003 compared with 2002, the
components of and reasons for this decrease are the same as discussed under our audited income
statement above.

Compared to the reclassified pro forma results for 2002, net extraordinary income in 2003
decreased by 110% from €320 million.
Minority Interest in Income of Consolidated Subsidiaries

The following table sets forth the minority interest in income of consolidated subsidiaries for the
years ended December 31, 2003, 2002 and 2002 pro forma, on the basis of the Group’s audited income
statement.

Audited Consolidated Statement of Income

2002 %

2003 w pro forma 2003/2002
(millions of €) (unaudited)
250. Minority interests . . . . ..o v vt e (48) (43) (43) 11.6

Minority interests related to consolidated subsidiaries were €48 million in 2003 compared with
€43 million in 2002, due to the higher net income attributable to minority shareholders.

Income Taxes

The following table sets forth the Group’s income taxes for the years ended December 31, 2003,
2002 and 2002 pro forma, on the basis of its audited income statement.

Audited Consolidated Statement of Income

2002 %o

2003 2002 pro forma 2003/2002
(millions of €) (unaudited)
240. INCOME LAXES .« . o v v v vt e e et e e e e (657) (450) (443) 46.0

In 2003, the Group’s effective tax rate was 39.4%, a decrease compared with the effective tax rate
of 44.2% in 2002. The decrease was the result of the two percentage point reduction in the IRPEG
(Italian Corporate Income Tax) rate and the half percentage point reduction in the IRAP (Italian
Regional Income Tax) rate, as well as an increase in the amount of income taxable at reduced rates or
not subject to IRAP, such as write-backs of equity investments and capital gains from the sale of
shareholdings and dividends, which offset the non-deductibility from IRAP of staff leaving expenses.

Compared to 2002 on a pro forma basis, the Group’s effective tax rate decreased from 43.3% to
39.4% for the same reasons discussed above.
Net Income

The following table sets forth the Group’s net income for the years ended December 31, 2003,
2002 and 2002 pro forma, on the basis of its audited income statement.
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Audited Consolidated Statement of Income

2002 %
2003 2002 pro forma 2003/2002
(millions of €) (unaudited)
Netincome ..........i ... 972 889 901 9.3

In 2003, for all of the reasons discussed under the various line items above, net income amounted
to €972 million, a 9.3% increase from €889 million in 2002. Net income in 2002 was affected by a
€364 million write-back of the Group’s reserves for general banking risks. Excluding the impact of that
write-back in 2002, net income in 2003 increased by 85.1% from €525 million in 2002.

Compared to the pro forma results for 2002, net income in 2003 increased by 7.9% from
€901 million.

3. Year Ended December 31, 2002 Compared with Year Ended December 31, 2001

The numbers to the left of the line items in the tables contained in the following sections refer to the
statutory classification for the audited consolidated statement of income under Italian GAAP except for
items 10.a), 30.c), 30.d), 60.a), 70.a), 70.b), 90.a), 90.b), 110.a) and 110.b), which reflect management’s
reclassification of the results of operations of the Group. Certain numbers in the tables reflect rounding used
in the reclassification of the audited consolidated statement of income, and may differ slightly from the
corresponding numbers in the audited consolidated statement of income.

Overview

The Group’s results for the year ended December 31, 2002, were positively affected by the
consolidation of Cardine’s results with those of Sanpaolo IMI following the merger with Cardine, which

led to increases in net interest income and net commissions compared to the year ended December 31,
2001.

In the following discussion, we use the term “Cardine Activities” to refer to all results attributable
to Cardine for the year ended December 31, 2002, with the sole exception of the following, none of
which, individually or in the aggregate, were material:

* the results of Cardine Banca, Cardine’s holding company, after it was incorporated into
Sanpaolo IMI from June 1, 2002. These consisted of certain costs attributable to Cardine
Banca’s treasury operations. These costs were not accounted for separately after Cardine Banca’s
incorporation into Sanpaolo IMI;

* the results of two companies of the Cardine group after their incorporation into, respectively,
Sanpaolo Fiduciaria S.p.A. and Sanpaolo Leasint S.p.A. from October 1, 2002. These results
were not accounted for separately after the companies’ incorporation into the above-mentioned
Sanpaolo IMI Group companies; and

* the results of Fincardine S.p.A. after December 5, 2002, when the company was split into two
and was incorporated into Invesp S.p.A. and Prospettive 2002 S.p.A. These results were not
accounted for separately after Fincardine S.p.A.’s incorporation into the above-mentioned
Sanpaolo IMI Group companies.

Excluding the Cardine Activities, the results of the Sanpaolo IMI Group were affected not only by
negative market conditions, but also by:

* higher net value adjustments and provisions for loan losses, in particular relating to the Group’s
equity holdings (above all to write down the investments in Santander Central Hispano and
Fiat); and
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* higher adjustments to goodwill and merger and consolidation differences, primarily due to an
impairment charge relating to Banca Fideuram’s French subsidiary, Banque Privée Fideuram
Wargny (“Fideuram Wargny”).

In the face of these negative results, in 2002 Sanpaolo IMI’s board of directors decided to utilize
€364 million of the Group’s reserves for general banking risks. This decision was also made in order to
be able to utilize the full amount of a tax credit that had accrued to Sanpaolo IMI. As a result of this
write-back, net income for the year ended December 31, 2002, amounted to €889 million, a decrease of
26.1% compared to €1,203 million in 2001. Without the write-back, net income for 2002 would have
been €525 million, a decrease of 56.4% compared to 2001.

Net Interest Income

The following tables set forth the Group’s net interest income for the years ended December 31,
2002, 2001 and 2001 pro forma, based on its audited and reclassified income statements.

Audited Consolidated Statement of Income

2001 %

2002 2001 pro forma 2002/2001
(millions of €) (unaudited)
10. Interest income and similar revenues . ... ............ 8,693 8,016 10,451 8.4
20. Interest expense and similar charges ................ (4,955)  (5,326)  (6,590) (7.0)

3,738 2,690 3,861 39.0

Net interest income earned by the Group in 2002 amounted to €3,738 million, a 39.0% increase
compared to 2001. Net interest income was affected by:

* a 28.2% (€2,261 million) increase in interest income due to the Cardine Activities;
* a 20.0% (€1,067 million) increase in interest expenses due to the Cardine Activities;

* a 19.8% (€1,584 million) decrease in interest income of the former Sanpaolo IMI Group
(excluding the Cardine Activities); and

* a 27.0% (€1,438 million) decrease in interest expenses of the former Sanpaolo IMI Group.

In 2002, the results of the former Sanpaolo IMI Group (excluding the Cardine Activities) were
adversely affected by: (i) a decrease in the contribution attributable to the difference between interest-
earning assets and interest-bearing liabilities, which we refer to as the fund imbalance. The decrease in
the contribution is due to both a decrease in the fund imbalance and to a decrease in earnings from
investing the fund imbalance, and (ii) the general decrease in interest rates, which was only partly
offset by an increase in the average balances of demand deposits and medium-and long-term loans to
customers.

Net interest income in 2002 was also adversely affected by the results of Banca IMI, which showed
negative net interest income of €(35) million, an improvement of 62.8% compared with negative net
interest income of €(94) million in 2001. Banca IMI’s net interest income is related to securities dealing
activities rather than banking activities. Management believes that excluding the impact of Banca IMI’s
net interest income is helpful to a better understanding of the components of and reasons for the
year-on-year changes in net interest income from the Group’s banking activities. See Item 3.

“A. Selected Financial Data—Reconciliation Between Audited and Reclassified Income Statements” on
page 8 above.

Excluding Banca IMTI’s net interest income, as shown in our reclassified income statement
discussed below, the Group’s net interest income was €3,773, a 35.3% increase compared with
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€2,788 million in 2001. This increase was due to the Cardine merger and the other changes in the
scope of consolidation. Excluding the impact of such changes, as shown by a comparison with
reclassified net interest income for 2001 on a pro forma basis, net interest income in 2002 showed a
decrease of €186 million, or 4.7%, from €3,959 million. This decrease in net interest income compared
with 2001 on a pro forma basis was due to the net effect of changes in the average balances of interest-
earning assets and interest-earning liabilities, which reduced net income by €289 million, and to the net
effect of changes in the average yield, which increased net interest income by €103 million.

The interest rate that serves as the benchmark for short-term loans, the three-month Euribor rate,
fell by 39 basis points to 2.96% in December 2002 from 3.35% in December 2001, and by 95 basis
points in average terms. In 2002, the return on the ten-year Italian Treasury bonds (BTP), in average
terms, decreased 14 basis points compared to 2001.

The average yield on the Group’s interest-earning assets and the average cost of interest-bearing
liabilities in 2002, excluding the average balances and interest income and expense of Banca IMI, were
5.20% and 2.94%, respectively. The average spread of 2.26% showed an increase over the average
spread of 2.00% in 2001 and 2.14% in 2001 on a pro forma basis.

Excluding Banca IMI, the average balance of interest-earning assets of the Group increased in
2002 by 24.2% to €157,066 million from €126,462 million in 2001, due to an increase of 26.43%
(€33,422 million) attributable to the Cardine Activities, partially offset by a decrease of 2.2%

(€2,818 million) attributable to the former Sanpaolo IMI Group (excluding the Cardine Activities). The
average balance of loans to customers increased by 32.3% to €118,868 million in 2002 from
€89,839 million in 2001, primarily due to the merger with Cardine.

Excluding Banca IMI, the average balance of interest-bearing liabilities of the Group increased in
2002 by 24.7% to €149,287 million from €119,744 million in 2001, primarily due to the merger with
Cardine (an increase of 25.1%, or €30,056 million). The average balance of customer deposits and
other forms of finance from non-credit institutions increased by 27.2% to €66,888 million in 2002 from
€52,586 million in 2001, primarily due to the merger with Cardine (an increase of 24.5%) and the
growth of both short-term and medium- and long-term deposits.

Reclassified Consolidated Statement of Income

2001 %
2002 2001 pro forma  2002/2001
(millions of €) (unaudited)

10. Interest income and similar revenues ............. 8,693 8,016 10,451 8.4
30.c) Dividends from equity investments under 20% of stake,

treated asinterest. . ........................ — 4 4 (100.0)

10.a) Interest margin of Banca IMI Group(1l) ........... 35 94 94 (62.8)

20. Interest expense and similar charges . ............. (4,955)  (5,326)  (6,590) (7.0)

Net interest inCOME . . . . .. .. v i 3,773 2,788 3,959 353

(1) Reclassification of (positive)/negative net interest income of Banca IMI Group to “Profits (losses)
on financial transactions and investment income” as it is related to securities dealing activities
rather than banking activities.

On the basis of the reclassified income statement, in 2002, net interest income increased by 35.3%
from €2,788 million in 2001 to €3,773 million. This was primarily due to the Cardine merger and the
other changes in the scope of consolidation. Excluding the impact of such changes, as shown by a
comparison with net interest income for 2001 on a pro forma basis, net interest income decreased by
4.7% from €3,959 million. The components of and reasons for this decrease in net income are the same
as described under our audited income statement above.
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Average Balances and Interest Rates

The following tables show average balances and interest rates for the Group for the years ended

December 31, 2002, 2001 and 2001 pro forma, based on its reclassified income statements.

For purposes of the tables below, average balances have been determined based on daily figures
for interest-earning assets and interest-bearing liabilities of Sanpaolo IMI, Banco di Napoli, Cardine,
Banca Fideuram and Banca Opi S.p.A. (“Banca Opi”) and on quarterly figures for all the other assets
and liabilities of the Group; management believes that the average figures below present substantially
the same trend as would be presented by daily averages, (ii) interest income and expense in the

following tables vary from the amounts presented in the Consolidated Financial Statements (see

footnote 1 to each table below for further details); (iii) tax-exempt income has not been calculated on a

tax-equivalent basis because the effect of such calculations would not be significant; and (iv) the

average balance of non-accruing loans has been included in the average balance of non-interest-earning
assets, with the exception of the average balance of the former Cardine group’s non-accruing loans,
which as been included in the average balance of loans and leases to non-credit institutions.

Assets:

Interest-earning assets

Loans and leases to non-credit
institutions(2) . . . .. ... ...
—FEuro........ . ... ...
—Non Euro . ..............

Interest earning deposits and loans to
credit institutions . . ..........

—Non Euro . ........... ...
Reverse repurchase agreements . . . . .
—EBuro......... ... ... ...
—Non Euro . ........... ...
Trading accounts securities and
investment . ...............

—Non Euro . ..............
Other interest-earning assets from
Banco di Napoli(3) . ..........
Total interest-earning assets . . . . . . .
—Euro........... .. . .
—Non Euro . ..............
Non-interest-earning assets . ... ...

Total assets . ................

Year ended at December 31,

2002 2001 2001 pro forma
Average Average Average Average Average Average
Balance Interest(l1) Yield Balance Interest(l1) Yield Balance Interest Yield
(millions of €, except percentages)
118,868 6,732 5.66% 89,839 5,721 6.37% 116,462 7,628 6.55%
108,197 6,362 5.88% 79,444 5,214 6.56% 105,737 7,095 6.71%
10,671 370 3.47% 10,395 507 4.88% 10,725 533 4.97%
12,120 399 3.29% 15,388 654 4.25% 20,497 885 4.32%
11,421 386 3.38% 13,417 564 420% 18,437 788 4.27%
699 13 1.86% 1,971 90 457% 2,060 97 4.71%
5,992 185 3.09% 2,798 126 450% 2,798 126 4.50%
5,264 173 329% 2,201 98 445% 2,201 98 4.45%
728 12 1.65% 597 28 4.69% 597 28 4.69%
17,351 750 432% 14,563 743 5.10% 21,326 1,049 4.92%
13,022 599 4.60% 10,253 507 4.94% 16,806 801 4.77%
4,329 151 3.49% 4,310 236 548% 4,520 248 5.49%
2,735 100 3.66% 3,874 196 5.06% 3,874 196 5.06%
157,066 8,166 5.20% 126,462 7,440 5.88% 164,957 9,884 5.99%
140,639 7,620 5.42% 109,189 6,579 6.03% 147,055 8,978 6.11%
16,427 546 3.32% 17,273 861 4.98% 17,902 906 5.06%
50,299 45,047 50,778
207,365 171,509 215,735

(1) Total interest income varies by €527 million and €576 million from income as shown in the consolidated financial statements
for the years ended December 31, 2002 and 2001, respectively, due to the following differences:

a. reclassification of interest income of Banca IMI that relates to securities dealing activities of €447 million and
€538 million in 2002 and 2001, respectively;

b. reclassification of interest income (and expense) on derivatives contracts hedging interest rate risk, which in the

consolidated financial statements are netted together, but which in the above table are netted against interest income
(or expense) of the respective assets or liabilities hedged by the derivatives. Such amounts decrease interest income and
increase interest expense by €80 million and €42 million in 2002 and 2001, respectively; and
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c. reclassification of certain dividends from investments in which Sanpaolo IMI has a less than 20% stake of €(4) million
in 2001.

(2) The average balance of non-accruing loans is included in the average balance of loans and leases to non-credit institutions.

(3) This line item comprises the credits from SGA. SGA is the company established to recover non-performing loans of Banco
di Napoli. See Note 19 to the Consolidated Financial Statements at page F-117 below.

Year ended at December 31,
2002 2001 2001 pro forma

Average Average Average Average Average Average
Balance Interest(1) Rate Balance Interest(1) Rate balance Interest Rate

(millions of €, except percentages)
Liabilities
Liabilities and Shareholders’ Equity:
Interest-bearing liabilities
Short-term borrowings and medium
and long term debt from non-credit

institutions . . ........... ... 66,888 1,022 1.53% 52,586 1,319 2.51% 64,677 1,578 2.44%
—Euro.......... ... . . 60,742 866 1.43% 45,291 1,032 228% 56,810 1,258 2.21%
—Non-Euro . ........... ... 6,146 156 2.54% 7,295 287 3.93% 7,867 320 4.07%

Deposits, short-term borrowings and
medium and long-term debt from

credit institutions . . .......... 19,643 596 3.03% 18,014 847 4.70% 27,171 1,291 4.75%
—FEuro................... 12,792 416 3.25% 10,725 514 4.79% 19,862 956 4.81%
—Non-Euro . .............. 6,851 180 2.63% 7,289 333 457% 1,309 335 4.58%

Repurchase agreement . ... ...... 8,671 290 3.34% 7,109 313 4.40% 9,597 421 4.39%
—FEuro................... 8,671 290 334% 7,109 313 4.40% 9,597 421 4.39%
—Non-Euro .. ............. — — n.a. — — n.a. — — n.a.

Securities and subordinated
liabilities(2) . . ... ... ... .. ... 54,085 2,485 4.59% 42,035 2,173 517% 52,634 2,635 5.01%
—Euro............. ... ... 51,864 2,406 4.64% 39,225 2,017 5.14% 49,824 2,479 4.98%
—Non-Euro . .............. 2,221 79 3.56% 2,810 156 555% 2,810 156 5.55%

Total interest-bearing liabilities . . . . . 149,287 4,393 2.94% 119,744 4,652 3.88% 154,079 5,925 3.85%
—Euro................ ... 134,069 3,978 2.97% 102,350 3,876 3.79% 136,093 5,114 3.76%
—Non-Euro . .............. 15,218 415 2.73% 17,394 776 4.46% 17,986 811 4.51%

Non-interest-bearing liabilities:

Other liabilities . . . ............ 46,853 43,255 50,119

Minority interest in consolidated
subsidiaries . .. ............. 490 742 843

Total non-interest-bearing liabilities . . 47,343 43,997 50,962

Shareholders’ equity:

Common shares. . . ............ 5,144 3,931 5,144

Other shareholders’ equity . . . ... .. 5,591 3,837 5,550

Total shareholders’ equity(3) . . . . . .. 10,735 7,768 10,694

Total liabilities and shareholders’
equity . ... ... ... ... 207,365 171,509 215,735

(1) Total interest expense varies by €562 million and €674 million from expense as shown in the Consolidated Financial
Statements for the years ended December 31, 2002 and 2001, respectively, due to the following differences:

a. reclassification of interest expense of Banca IMI that relates to securities dealing activities of €482 million and
€632 million in 2002 and 2001, respectively; and

b. reclassification of interest income (and expense) on derivatives contracts hedging interest rate risk, which in the
consolidated financial statements are netted together, but which in the above table are netted against interest income
(or expense) of the respective assets or liabilities hedged by the derivatives. Such amounts decrease interest income and
increase interest expense by €80 million and €42 million in 2002 and 2001, respectively.

(2) This item comprises debt securities and subordinated debt.

(3) Average shareholders’ equity includes net income.
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Change in Net Interest Income—Volume and Rate Analysis

The following table shows the allocation, by category of interest-earning assets and interest-bearing
liabilities and by currency, of changes in the Group’s net interest income among changes in average
volume, changes in average rate and changes in volume/rate for the year ended December 31, 2002
compared to the year December 31, 2001 pro forma. In addition, this table reconciles the differences
between this information for the year ended December 31, 2001 and 2001 pro forma. This table
supplements the tables presented in Item 3. “B. Selected Statistical Information—Change in Net
Interest Income—Volume and Rate Analysis” on page 23 above and is presented here solely to show
the comparison between 2002 and 2001 excluding the impact of the Cardine merger and the other
changes in the scope of consolidation.

Year ended December 31,

2002/2001 pro forma 2001/2001 pro forma
Increase/(decrease) due to changes in Increase/(decrease) due to changes in
Volume/ Net Volume/ Net

Volume(1) Rate(2) Rate(3) Change(4) Volume(l) Rate(2) Rate(3) Change(4)
(millions of €)

Interest income

Loans and leases to non-credit institutions . 158 (1,037)  (17) (896) (1,744) (210) 47 (1,907)
—FEuro ...... ... . L oL 165 (878)  (20) (733) (1,764) (159) 42 (1,881)
—NonEuro . ................ .. 3) (161) 1 (163) (16) (10) 0 (26)

Interest-earning deposits and loans to credit
institutions . . . . ... ... L L (362) (211) 87 (486) (221) (14) 4 (231)
—Euro ....... ... o oo (300) (164) 62 (402) (214) (13) 3 (224)
—NonEuro . .................. (64) (59) 39 (84) 4) 3) 0 @)

Reverse repurchase agreements . .. ... .. 144 (39) (46) 59 0 0 0 0
—Euro ...... ... o L 136 (26) (35 75 0 0 0 0
—NonEuro . .................. 6 (18) 4) (16) 0 0 0 0

Trading account securities and investment . . (196) (128) 25 (299) (333) 38 11 (306)
—Euro ....... . . o oo (180) (29) 7 (202) (313) 29 (10) (294)
—NonEuro . .................. (10) (90) 3 7 (12) 0 0 (12)

Other interest earnings from Banco di
Napoli(S) . . . ....... ... .. ..... (58) (54) 16 (96) 0 0 0 0

Total interest income . . .. ........... (473) (1,303) 58 (1,718) (2,306) (181) 43 (2,444)
—Euro ....... . o oo (392) (1,015) 49 (1,358) (2,314) (118) 33 (2,399)
—NonEuro . .................. (75) (311) 26 (360) (32) (14) 1 (45)

Interest expense
Short-term borrowings and medium and
long-term debt from non-credit

insStitutions . . . ... ... 54 (589)  (21) (556) (295) 45 ©9) (259)
T 87 (443)  (36) (392) (255) 40 (1) (226)
—NOonEUTO . . oo (70) (1200 26 (164) (23) (11 1 (33)

Deposits, short-term borrowings and
medium and long-term debt from credit

institutions . . .. ... ... L L. (358) (467) 130 (695) (435) (14) 5 (444)
—Euro ...... .. o o (340) (310) 110 (540) (439) “4) 1 (442)
—NonEuro . .............. .. ... (21) (143) 9 (155) (1) @ 0 2)
Repurchase agreements . . ........... (41) (101) 11 (131) (109) 1 0 (108)
—FEuro ....... ... o L (41) (101) 11 (131) (109) 1 0 (108)
—NonEuro . .................. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Securities and subordinated liabilities(6) . . . 73 (221) ) (150) (531) 84 (15) (462)
—Euro ....... . o oo 102 (169) 6) (73) (528) 80 14) (462)
—NonEuro . .............. .. .. (33) (56) 12 77) 0 0 0 0
Total interest expense . . ............ (184) (1,402) 54 (1,532) (1,322) 46 3 (1,273)
—FEuro ...... ... .. o L (76) (1,075) 15 (1,136) (1,269) 41 (10) (1,238)
—NonEuro . ............ .. .... (125) (320) 49 (396) 27 ) 1 (35)

(1) Volume: corresponds to the average balance for the year minus the average balance for the previous year, multiplied by the
average yield for such year.

(2) Rate: corresponds to the average yield for the year minus the average yield for the previous year, multiplied by the average
balance for such year.
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(3) Volume/Rate: corresponds to “Net Change” minus “Volume” and minus “Rate”.
(4) Net Change: corresponds to the interest for the year minus the interest for the previous year.

(5) This line item comprises the credits from SGA. SGA is the company established to recover non-performing loans of Banco
di Napoli. See Note 19 to the Consolidated Financial Statements at page F-117 below.

(6) This item comprises senior debt securities and subordinated debt.

Net Commissions (and Other Dealing Revenues)

The following tables set forth the Group’s net commissions for the year ended December 31, 2002,
2001 and 2001 pro forma, based on its audited and reclassified (which include other dealing revenues)
income statements.

Audited Consolidated Statement of Income

2001 %
2002 2001 pro forma  2002/2001
(millions of €) (unaudited)
40. CommiSSiONn INCOME . . . v v v v vttt et et e et e e ee e 3,467 3,312 3,849 4.7
50. CommiSSion EXPENSE . . « ¢ v v v vv v et (671)  (714) (803) (6.0)
2,796 2,598 3,046 7.6

Net commissions for the year ended December 31, 2002, were €2,796 million, an increase of 7.6%
compared to 2001. The increase was due to an increase of 17.8%, or €462 million, in net commissions
attributable to the Cardine Activities, offset in part by a decrease of 10.2%, or €264 million,
attributable to the former Sanpaolo IMI Group (excluding the Cardine Activities).

The results of the former Sanpaolo IMI Group (excluding the Cardine Activities) were affected by
the generally negative trend in the performance of financial markets, which adversely affected asset
management and securities brokerage revenues. In particular, commissions from asset management,
securities brokerage and advisory services decreased by 15.7% to €1,492 million in 2002 from
€1,770 million in 2001. This decrease was attributable to the fall in the value of assets under
management resulting from the negative performance of equity markets generally and a shift in
customers’ financial assets towards shorter-term and lower-risk investments, partly offset by a 9.1%
increase in fees from deposits and current accounts.

Commissions from asset management, securities brokerage and advisory services represented
approximately 59.8% of total net commissions compared to 68.1% in 2001. The ratio of net
commissions to administrative costs was 60.2% for the year ended December 31, 2002, a decrease from
72.2% in 2001. The ratio of net commissions to payroll costs decreased to 97.9% in 2002 from 117.0%
in 2001.

Commissions from asset management, securities brokerage and advisory services decreased by
14.5% from €1,957 million in 2001 pro forma. The proportion of total net commissions represented by
asset management commissions decreased from 64.2% in 2001 pro forma to 59.8% in 2002. Compared
to 2001 pro forma, fees from deposits and current accounts increased by 13.8% to €438 million from
€385 million.
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Reclassified Consolidated Statement of Income

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)
40. Commission inCOMe . . . . ...... ... 3,467 3,312 3,849 4.7
50. CommiSSion EXPEnSe . . .« v v v vv v ettt 671)  (714) (803) (6.0)
70.a)  Income from merchant banking activities, other income
from leasing activities(1) .. ................... 27 17 17 58.8
110.a) Loss from merchant banking activities, other charges
on the leasing activities(2) . .. ................. (14) (7 (7 100.0
Net commissions and other dealing revenues . . ... ... 2,809 2,608 3,056 7.7

(1) This item is made up of the following components of Item 70. “Other operating income”: income
from sale of merchant banking activities, other income from leasing activities.

(2) This item is made up of the sum of the following components of Item 110. “Other operating
expenses’: losses from sale of merchant banking activities and other charges from leasing activities,
for the part, within those components, that expressly refers to commission expenses.

On the basis of the reclassified consolidated statement of income, in 2002, net commissions and
other dealing revenues increased from €2,608 million to €2,809 million (a 7.7% increase). Except for
the immaterial impact of our merchant banking and leasing activities, the components of and reasons
for this increase are the same as discussed under our audited income statement above.

Compared to the reclassified pro forma results for 2001, net commissions and other dealing
revenues in 2002 decreased by 8.1% from €3,056 million.
Profits on Financial Transaction, Dividends on Shares and Equity Investments, and Income from
Companies Carried at Equity

The following tables set forth the Group’s profits on financial transactions, dividends on shares and
equity investments, and income from companies carried at equity for the years ended December 31,
2002, 2001 and 2001 pro forma, based on its audited and reclassified income statements.

Audited Consolidated Statement of Income

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)

30. Dividends and other revenues: . ................... 565 397 425 423
a)  from shares, capital quotas and other equities . . ........ 410 263 273 55.9
b)  from equity investments . . . ... ... ... 155 134 152 15.7

60. Profits (losses) on financial transactions ............. (98) 105 121 (193.3)

170.  Income (losses) from investments carried at equity .. ... 137 79 82 73.4

604 S8 628 40

In 2002, profits on financial transactions, dividends on shares and equity investments, and income
from companies carried at equity increased by 4.0% to €604 million from €581 million in 2001.

Profits on financial transactions and dividends on shares and other equities in 2002 were
€312 million, a 15.2% decrease compared to 2001. The results were adversely affected by losses on
financial transactions, only partially offset by an increase from dividends and other revenues from
shares and other equities. The dividends and other revenues from shares and other equities, as well as
the losses on financial transactions, reflect the securities, foreign exchange and derivatives dealing
activities of the Group.

124



Income from companies carried at equity and dividends and other revenues from equity
investments (which represent income from minority shareholdings) were €292 million for the year
ended December 31, 2002, an increase of 37.1% compared to 2001. This item consisted of:

* dividends paid by companies outside the scope of consolidation, amounting to €155 million, an
increase of 15.7% compared to 2001, primarily due to the merger with Cardine. These dividends
included:

* €51 million distributed by Cardine Banca (relating to Sanpaolo IMI’s equity stake in
Cardine Banca prior to the Cardine merger);

* €36 million distributed by Santander Central Hispano;

* €12 million distributed by the Bank of Italy;

* €10 million distributed by CDC Ixis;

* €5 million distributed by Beni Stabili S.p.A.; and

* €18 million from dividends on equity investments held by IMI Investimenti; as well as;

* income from companies carried at equity, amounting to €137 million, an increase of 73.4%
compared to 2001. This increase was attributable to the significant growth of the Group’s life
insurance companies, Sanpaolo Vita and Sanpaolo Life (which contributed €70 million) and
banks over which the Group has a significant influence, Cassa di Risparmio di Firenze and
Cassa dei Risparmi di Forli (which together contributed €26 million).

Reclassified Consolidated Statement of Income

2001 %
2002 2001 pro forma  2002/2001

(millions of €) (unaudited)

Dividends and other revenues from shares, capital

30.a) quotas and other equities. . . .................. 410 263 273 55.9
60. Profits (losses) on financial transactions . ........... (98) 105 121 (193.3)
Writedowns to securities considered as adjustments to
60.a) loans . ... 9 — — —
10.a) Interest margin of Banca IMI Group . . ............ (35) (94) (94) (62.8)
Profits (losses) on financial transactions and dividends
ON Shares . ........... i, 286 274 300 4.4
30.b) Dividends and other revenues from equity investments . 155 134 152 15.7
Dividends from equity investments under 20% of stake,
30.c) treated asinterest . . .......... . ... — @) 4) (100.0)
Dividends from equity investments considered as
30.d) extraordinary income(1). .. ................... — 2) (2) (100.0)
170. Income (losses) from investments carried at equity . . .. 137 79 82 73.4
Profits (losses) of companies carried at equity and
dividends on equity investments . . .............. 292 207 228 41.1
578 481 528 20.2

(1) In 2001, this item consisted of a €2 million reimbursement of the amount paid by Sanpaolo IMI in
connection with the Cardine merger for Cardine reserves which were distributed to Cardine
shareholders.

On the basis of the reclassified consolidated statement of income, in 2002, profits on financial
transactions, dividends on shares and equity investments, and income from companies carried at equity
increased from €481 million to €578 million (a 20.2% increase). Except for the impact of reclassifying
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Banca IMI’s net interest income, which amounted to negative €(35) million in 2002 compared with
negative net interest income of €(94) million in 2001, the reasons for and components of this increase
are the same as discussed under our audited income statement above.

Compared to the Group’s reclassified pro forma results for the year ended December 31, 2001,
profits on financial transactions, dividends on shares and equity investments, and income from
companies carried at equity in 2002 increased by 9.5% from €528 million.

Operating Expenses

The following table sets forth the principal components of the Group’s operating expenses for the
years ended December 31, 2002, 2001 and 2001 pro forma, based on its audited and reclassified income
statements.

Audited Consolidated Statement of Income

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)

80.  AdminiStrative COoStS. . . . ...t (4,648)  (3,600)  (4,647) 29.1
a) payroll .. ... . (2,856) (2,221) (2,862) 28.6
b) other ........ ... ... ... (1,792)  (1,379)  (1,785) 29.9

other administrative costs . . .. ......... ... ... (1,528) (1,180)  (1,519) 29.5
other indirect taxes . ........... ... ... ... . ... (264) (199) (266) 327

70. Other operating income . . .. ................... 422 280 419 50.7

110 Other operating eXpenses. . . . . ... ....ouuunnn... (50) (36) (56) 38.9

90. Adjustments to intangible and tangible fixed assets . . . (753) (543) (651) 38.7

(5029)  (3,899) (4,935)  29.0

Operating expenses for the year ended December 31, 2002 were €5,029 million, an increase of
29.0% compared to 2001, primarily due to the consolidation of Cardine’s operating expenses as a result
of the merger with Cardine (€1,016 million).

Payroll costs in 2002 increased by 28.6% to €2,856 million from €2,221 million in 2001. This
increase was due primarily to the Cardine Activities (€633 million). Payroll costs for the former
Sanpaolo IMI Group (excluding the Cardine Activities) remained substantially stable. This result was
achieved despite contractual pay increases resulting from the renewal of the national collective labor
agreement governing the Italian banking sector, due to a reduction in the number of employees of the

Parent Bank, including the former Banco di Napoli (which was merged into the Parent Bank on
December 31, 2002).

Other administrative costs in 2002 increased by 29.5% to €1,528 million from €1,180 million in
2001, primarily due to the Cardine Activities (€344 million). The remainder related primarily to the
rationalization of the Group’s corporate structure, the development and promotion of new products
and certain non-recurring costs incurred in early 2002 as a result of the introduction of euro notes and
coins.

Adjustments to the value (depreciation and amortization) of tangible and intangible fixed assets in
2002 amounted to €753 million, a 38.7% increase from €543 million in 2001. Adjustments other than
those due to goodwill, merger and consolidation differences totaled €541 million in 2002 compared with
€393 million in 2001. The €148 million increase was due to the Cardine Activities (€81 million), while
the balance (€67 million) was attributable to capital expenditures made to strengthen and specialize the
Group’s commercial network, and capital expenditures to improve and integrate the Group’s
information technology systems.
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Amortization of goodwill and positive differences arising on consolidation and on application of
the equity method amounted to €212 million in 2002, a 41.3% increase from €150 million in 2001. The
increase was primarily due to an impairment charge of €45 million to goodwill relating to Banca
Fideuram’s French subsidiary, Fideuram Wargny, to reflect the negative performance of financial
markets and a more prudent valuation of Fideuram Wargny’s financial prospects.

Payroll costs in 2002 compared to pro forma 2001 decreased slightly from €2,862 million. Other
administrative costs were almost unchanged from €1,519 million in pro forma 2001. Overall, total
administrative costs compared to pro forma 2001 remained virtually unchanged (€4,648 million
compared to €4,647 million), evidence of the Group’s success in maintaining strict control over its
administrative costs despite the impact of integration and restructuring costs resulting from the Group’s
expansion in recent years.

Reclassified Consolidated Statement of Income

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)
80. Administrative costs
a) payroll ... .. ... (2,856) (2,221) (2,862) 28.6
b) other ..... ... .. .. . ... (1,792)  (1,379)  (1,785) 29.9
other administrative costs . . .. ............... (1,528) (1,180)  (1,519) 29.5
other indirect taxes . .......... ... ... ... ... (264) (199) (266) 327
Total administrative costs . .. ................. (4,648)  (3,600)  (4,647) 29.1
70.b) Other operating income(1). . ................. 395 263 402 50.2
110.b)  Other operating expenses(2). . . ... ............ (37) (29) (49) 27.6
90. Adjustments to intangible and tangible fixed assets . (753) (543) (651) 38.7
Adjustments to goodwill, merger and consolidation
90.a) differences . ... ...... ... ... .. 212 150 172 41.3
Adjustments to fixed assets considered as
90.b) extraordinary eXpenses . .. ................. 31 — — —
Adjustments to intangible and tangible fixed assets
other than to goodwill, merger and consolidation
differences. ... ........ ... ... . . oL 510 393 479 29.8
Operating eXpenses . . . ... ... eeeuunnnn.n (4,800) (3,759) (4,773) 27.7

(1) This item is made up of the sum of Item 70. “Other operating income” less Item 70.a) “income
from sale of merchant banking activities, other income from leasing activities”.

(2) This item is made up of the sum of Item 110. “Other operating expenses” less Item 110.a) “Loss
from merchant banking activities, other charges from leasing activities”.

On the basis of the reclassified consolidated statement of income, in 2002 operating expenses
increased from €3,759 million to €4,800 million (a 27.7% increase). In terms of administrative costs, the
components of and reasons for this increase are the same as discussed under our audited income
statement above. Except for the immaterial impact of reclassifying the income and losses from our
merchant banking and leasing activities under “Net Commissions (and Other Dealing Revenues)”
discussed above, and the impact of reclassifying adjustments to goodwill and merger and consolidation
differences under “Net Value Adjustments and Provisions for Loan Losses” discussed below, the
components of and reasons for the increase in adjustments to the value of tangible and intangible fixed
assets are the same as discussed under our audited income statement above.
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Compared to the reclassified pro forma results for 2001, operating expenses in 2002 remained
virtually flat, increasing by 0.6% to €4,800 million from €4,773 million in 2001.
Net Value Adjustments and Provisions for Loans Losses

The following tables set forth the principal components of the Group’s net value adjustments to
loans and financial fixed assets and provisions for loan losses for the years ended December 31, 2002,
2001 and 2001 pro forma, on the basis of its audited and reclassified income statements.

Audited Consolidated Statement of Income

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)

100.  Provisions for risks and charges . . ............... (261) (136) (214) 91.9
120. Adjustments to loans and provisions for guarantees

and commitments . ................... (889) (636) (892) 39.8
130. Writebacks of adjustment to loans and provisions for

guarantees and commitments . . ............... 320 278 374 15.1
140.  Provisions to the allowance for probable loan losses . . 27) 11) (23) 145.5
150.  Adjustment to financial fixed assets . ............. (569) (235) (255) 142.1
160. Writebacks of adjustment to financial fixed assets . . . . 8 2 2 300.0

(1,418)  (738)  (1,008) 92.1

Provisions for risks and charges and net adjustments to loans and financial fixed assets for the year
ended December 31, 2002, amounted to €1,418 million, a 92.1% increase from €738 million in 2001.
This increase was due in part to the consolidation of Cardine’s results (€291 million) with those of
Sanpaolo IMI as a result of the merger with Cardine, but also to the adverse impact of the weak
economy on the Group’s general credit risk profile, specific loans and the value of certain equity
investments.

The main components of the €1,418 million total were as follows:

* €261 million of provisions for risks and charges, an increase of 91.9% from €136 million in 2001.
This increase was due to higher potential charges and the Cardine merger (which accounted for
€27 million). Of the total:

e €68 million related to risks in connection with the sale and distribution of financial
products;

* €58 million related to claims made against the Group in legal and bankruptcy proceedings;

* €40 million related to probable losses arising from the renegotiation of subsidized home
mortgage loans;

* €95 million related to personnel and other probable or potential liabilities, which includes
the provisions made by Sanpaolo IMI, on the basis of an independent actuarial report, in
order to cover deficits of an independent supplementary pension fund, an entity which
supplements Sanpaolo IMI’s compulsory pension fund, as well as accruals for other welfare
and social contributions and other provisions made on a mathematical/actuarial basis to
cover bonuses and other amounts payable to employees;

* €596 million of net negative adjustments to loans and provisions for guarantees and
commitments, which are reserves against the Group’s loan and guarantee portfolio net of write-
backs, an increase of 61.5% from €369 million in 2001. This increase was due to the Cardine
Activities (€265 million) as well as adjustments to the net carrying amount of specific accounts
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included in doubtful loans and an increase in the coverage of the inherent risk of the performing
loans and guarantees portfolio. With respect to the reserves against performing loans, based on
the Group’s credit risk management portfolio model, the level of allowances for probable loan
losses, the uncertain state of the economy and the general quality of the credit portfolio, the
reserves were increased to €1,064 million at December 31, 2002, compared to €700 million at the
end of the prior year. This resulted in an increase in the coverage of the performing loan
portfolio (excluding the loan to SGA) by reserves to 0.90% from 0.75% at the end of 2001;

€561 million of net negative adjustments to financial fixed assets, an increase of 140.8% from
€233 million in 2001. This increase was primarily attributable to the write-down of the Group’s
equity investments in Santander Central Hispano and Fiat. With respect to Santander Central
Hispano, the write-down amounted to €399 million and reflected a valuation of the Group’s
stake at €6.5 per share, the average price of Santander Central Hispano’s ordinary shares in the
second half of 2002. With respect to Fiat, the write-down amounted to €82 million and reflected
a valuation of the Group’s stake at €8.7 per share, the average price of Fiat’s ordinary shares in
December 2002.

Reclassified Consolidated Statement of Income

90.a)

100.
120.

60.a)
130.

140.

150.
160.

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)

Adjustments to goodwill, merger and consolidation

differences(1). .. .. ... (212) (150) (172) 413
Provisions for risks and charges (261) (136) (214) 91.9
Adjustments to loans and provisions for guarantees

and commitments (889) (636) (892) 39.8
Writedowns to securities considered as adjustments to

loans and other ©)) 1 1 n.a.
Writebacks of adjustment to loans and provisions for

guarantees and commitments 320 278 374 15.1
Provisions to the allowance for probable loan losses (27) (11) (23) 145.5
Adjustments to loans and provisions for guarantees

and commitments, net . .................... (604) (368) (540) 64.1
Adjustment to financial fixed assets (569) (235) (255) 142.1
Writebacks of adjustment to financial fixed assets 8 2 2 300.0
Adjustment to financial fixed assets, net . ......... (561) (233) (253) 140.8
Net value adjustment and provisions for loan losses

and equity in earnings of unconsolidated

subsidiaries .. ........ . . i (1,426) (737) (1,007) 93.5

(1) This item refers to certain components of Item 90. “Adjustments to intangible and tangible fixed
assets”: amortization of goodwill arising on application of equity method, amortization of merger
differences, amortization of goodwill and amortization of goodwill arising on consolidation.

On the basis of the reclassified consolidated statement of income, in 2002, net value adjustments
and provisions for loan losses increased by 93.5% to €1,426 million from €737 million. The components
of and reasons for this increase are the same as discussed under our audited income statement above.
In addition, adjustments to goodwill and merger and consolidation differences amounted to
€212 million, a 41.3% increase from €150 million in 2001. The components of and reasons for this
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increase are the same as discussed under “Operating Expenses” under our audited income statement
above.

Compared to the reclassified pro forma results for 2001, net value adjustments and provisions for
loan losses in 2002 increased by 41.6% from €1,007 million.
Net extraordinary income

The following tables set forth the Group’s net extraordinary income for the years ended
December 31, 2002, 2001 and 2001 pro forma, on the basis of its audited and reclassified income
statements.

Audited Consolidated Statement of Income

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)
190. Extraordinary income . ...............c.0. ... 575 660 701 (12.9)
200. Extraordinary eXpenses . ... ...............o..... (248) (269) (288) (7.8)
327 391 413 (16.4)

Net extraordinary income for the year ended December 31, 2002 was €327 million, a decrease of
16.4% from €391 million in 2001.

Net extraordinary income in 2002 included:

* €149 million in capital gains from the sale of various equity stakes, including €62 million from
the sale of an 8.6% stake in Cardine to Compagnia di San Paolo and minority shareholders of
IMI Investimenti, €24 million from the sale of a stake in Monte Titoli (the Italian clearance and
settlement system), €15 million from the sale of a stake in Banca Fideuram, €12 million from the
sale of a stake in Euronext Paris, €7 million from the sale of a stake in ENI, €6 million from the
sale of a stake in Cedel International S.A., and €7 million from the sale of stake in Finor
D.O.0O.; and

* €147 million from the release of allowances considered to be in excess on the basis of the most
recent actuarial estimates, real estate proceeds and sales, tax reimbursements and other minor
contingent assets.

An extraordinary expense of €96 million was incurred in connection with the sale of derivative
products related to the sale of the Group’s equity stake in Banca Agricola Mantovana.

Reclassified Consolidated Statement of Income

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)
190.  Extraordinary income. . ..............c.....n... 575 660 701 (12.9)
200.  Extraordinary €Xpenses. . . .. ................. .. (248) (269) (288) (7.8)
30.d) Dividends from equity investments considered as
extraordinary income . ............. . ... ... .. — 2 2 (100.0)
90.b) Adjustments to fixed assets considered as extraordinary
expenses and other . .. ............. ... ...... 31) (1) 1) n.a.
Net extraordinary income . . . ................... 296 392 414 (24.5)
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On the basis of the restated consolidated statement of income, in 2002, net extraordinary income
decreased from €392 million to €296 million (a 24.5% decrease). Except for the impact of adjustments
to fixed assets considered as extraordinary expenses, which related to a €9 million write-down in the
value of IMIWEB Bank in light of its disposal and a €22 million adjustment representing the
acceleration of depreciation of Banco di Napoli assets to align their depreciation with Sanpaolo IMI’s
depreciation policy, the components of and reasons for this decrease are the same as discussed under
our audited income statement above.

Compared to the reclassified pro forma results for 2001, net extraordinary income in 2002
decreased by 28.5% from €414 million.
Minority Interest in Income of Consolidated Subsidiaries

The following table sets forth the minority interest in income of consolidated subsidiaries for the
years ended December 31, 2002, 2001 and 2001 pro forma, on the basis of the Group’s audited income
statement.

Audited Consolidated Statement of Income

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)
250. Minority interests . . . .. ... (43) (101) (106) (57.4)

Minority interests related to consolidated subsidiaries were €43 million in 2002 compared to
€101 million in 2001, primarily due to the lower net income attributable to minority shareholders and
the purchase of Banco di Napoli savings shares.

Income Taxes

The following table sets forth the Group’s income taxes for the years ended December 31, 2002,

2001 and 2001 pro forma, on the basis of its audited income statement.

Audited Consolidated Statement of Income

2001 %
2002 2001 pro forma 2002/2001
(millions of €) (unaudited)
240. INCOME tAXCS. « . v v v vt ee e et eiee e e e (450) (318) (517) 41.5

For the year ended December 31, 2002, the Group’s effective tax rate was 44.2%, a significant
increase compared to the effective rate of 19.6% in 2001. The effective rate in 2001 had benefited
from:

* the recovery of carry-forward tax losses of subsidiaries for which the related deferred tax assets
had not previously been booked because of the absence of a stable recovery in profit capacity;
and

* non-recurring tax savings related to the rationalization of the structure of the Group in Italy and
abroad.

Consequently, management believes that the 2001 tax rate of Sanpaolo IMI was lower than
normal, and that the 2002 tax rate reflects a normal level of taxation in Italy.
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Net Income

The following table sets forth the Group’s net income for the years ended December 31, 2002,
2001 and 2001 pro forma, on the basis of its audited income statement.

Audited Consolidated Statement of Income

2001 %
w 2001 pro forma 2002/2001
(millions of €) (unaudited)
Netincome . .........oi .. 889 1,203 1,376 (26.1)

In 2002, Sanpaolo IMI’s board of directors decided to utilize €364 million of the Group’s reserves
for general banking risks. This decision was also made to take full advantage of a tax credit that had
accrued to Sanpaolo IML

As a result of this write-back, net income for the year ended December 31, 2002, amounted to
€889 million, a decrease of 26.1% compared to the year ended December 31, 2001. Without the
write-back, net income for 2002 would have been €525 million, a decrease of 56.4% compared to 2001.

4. Results of Operations by Business Sector for the Three Years Ended December 31, 2003

As explained more fully under “Presentation of Results” on page 100 above, the following
discussion is based on our reclassified income statement, the only basis upon which management
prepares operating results by Business Sector”.

Criteria for Preparing Business Sector Income Statements and Profitability

The statement of income of the Business Sectors is the result of the statements of income of the
Business Areas that make up each Business Sector. The statements of income of the Business Areas
were prepared as follows:

* for Sanpaolo Network and Consumer Banking, Large Groups and Structured Finance and
Foreign Network, the Business Areas whose business is carried out both by the Parent Bank and
its subsidiaries, the accounts of the Parent Bank attributable to the relevant Business Area were
consolidated with the income statement line items of the relevant subsidiaries. The attribution to
individual Business Areas of Parent Bank line items was made on the basis of the following
principles:

* net interest income was calculated using appropriate internal transfer rates between each
Business Area and the Group’s Treasury function; and

* in addition to effective commissions, notional commissions for services rendered by one
Business Area to another were quantified based on the Group’s internal transfer pricing
standards;

* for the former Cardine bank networks, Banca OPI, Other Italian Networks, Tax Collection,
Banca Fideuram, Sanpaolo IMI Wealth Management, Eptafund, Banca IMI, Sanpaolo IMI
Private Equity, Sanpaolo IMI Internazionale and IMI Investimenti, the Business Areas whose
business is carried out entirely by subsidiaries of the Parent Bank, reference was made to the
income statements of the subsidiaries themselves, in addition to their contribution to the
Group’s consolidated net income, which was calculated net of minority interest and
intercompany adjustments.
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As with the statement of income, the capital of each Business Sector is the result of the sum of the
capital of the Business Areas that make up the Business Sector. The allocation of capital to each
Business Area was made in accordance with the following criteria:

* for those Business Areas whose business is carried out both by the Parent Bank and by its
subsidiaries, the average economic capital of the Parent Bank was consolidated with that of the
subsidiaries. The capital is measured according to Value at Risk analysis or VaR. Distinctions are
made among the different types of risk: credit risk, market risks and operational risks; and

* for those Business Areas whose business is carried out exclusively by subsidiaries of the Parent
Bank, reference is made to the average net shareholders’ equity (including net income for the
year).

Finally, the profitability of each Business Area was calculated as follows:

* for those Business Areas whose business is carried out both by the Parent Bank and by its
subsidiaries, profitability is expressed in terms of RORAC (Return on Risk Adjusted Capital),
dividing the Business Area’s contribution to net income of the Group by its economic capital
quantified according to VaR; and

* for those Business Areas whose business is carried out exclusively by subsidiaries of the Parent
Bank, profitability is expressed in terms of RoE (Return on Equity), dividing the Business Area’s
contribution to net income of the Group by its average net shareholders’ equity (including net
income for the year), in accordance with the same methodology used to calculate RoE for the

Group.
Net Income by Business Sectors in 2003
(millions of €)
)14 o (387)
S e

______ | 72

Domestic Banking Personal Financial Wealth International ~ Central Functions Total
Networks Services Management and Activities

Financial Markets
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Allocated Capital by Business Sector in 2003
(millions of €)

10,849
7,677
1,361
737 761
,—l 313 ,—l
I t t t t t {
Domestic Banking Personal Financial Wealth International ~ Central Functions Total
Networks Services Management and Activities

Financial Markets

Operating Results of the Business Sectors

The following tables show the statements of income, operating structure and the profitability ratios
attributable to the Business Sectors for the years ended December 31, 2003, 2002, 2002 pro forma and
2001 pro forma. No income statement by Business Sector is presented for 2001 on a non pro forma
basis because the Cardine merger produced a substantial reorganization of our Business Sectors in
2002, and thus 2001 figures would not provide a meaningful comparison with those for 2002.

In addition, we present tables showing comparisons between the results for 2003 compared with
2002 on a pro forma basis, and the results for 2002 compared with 2001 on a pro forma basis. For
purposes of these comparative tables, the 2002 pro forma figures assume that changes to the
organizational structure of the Business Sectors in 2003 had occurred on January 1, 2002; and the 2001
pro forma figures assume that changes to the organizational structure of the Business Sectors in 2002
had occurred on January 1, 2001.
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Reclassified Statement of Income by Business Sector

Wealth
Domestic Personal Management

Banking Financial and Financial International Central

Year ended December 31, 2003 Networks Services Markets Activities  Functions Group total
(millions of €)
(unaudited)

Statement of Income Data:
Net interest income . . . ... ............... 3,557 51 5 102 1 3,716
Net commissions and other net dealing revenues. . . 2,299 479 231 61 (34) 3,036
Profits and losses from financial transactions and

dividends on shares. . .. ................ 127 26 222 10 62 447
Profits from companies carried at equity and

dividends from shareholdings . ............ 50 37 103 — 93 283
Net interest and other banking income . . . . . . . .. 6,033 593 561 173 122 7,482
Administrative costs . . . .. ... Lo (3,687) (321) (256) (82) (264) (4,610)

—personnel .. ... L L o (2,161) (148) (121) (43) (368) (2,841)

—other administrative costs . . . ... ... ...... (1,449) (150) (133) 37 257 (1,512)

—indirect taxes . . .. ... ... .. ... ... 77 (23) 2) 2) (153) (257)
Other operating income, net . .............. 200 24 19 1 85 329
Adjustments to tangible and intangible fixed assets . (65) (42) (23) (10) (344) (484)
Operating income . . .. .................. 2,481 254 301 82 (401) 2,717
Adjustments to goodwill and merger and

consolidation differences . ............... — 2) (16) — (140) (158)
Provisions and net adjustments to loans and

financial fixed assets . . . ................ (812) (33) (16) (18) 20 (859)

—provisions for risks and charges . ... ....... (112) 31 ®) 3) 41) (195)

—mnet adjustments to loans and provisions for

guarantees and commitments . . . .. ... ..... (697) 2) 1) 11 (13) (724)

—net adjustments to financial fixed assets . . . . .. 3) — @) 4 74 60
Income before extraordinary items . .......... 1,669 219 269 64 (521) 1,700
Net extraordinary income (expense) . . . . ....... 51 6) 1 2) (76) (32)
Income before taxes . . . . . ................ 1,720 213 270 62 (597) 1,668
Income taxes for the period . . . ... .......... (735) (34) (54) (21) 187 (657)
Change in reserves for general banking risks . . . . . 12 — 2) — 1) 9
Income attributable to minority interests . . . . .. .. (24) 47 — @) 24 (48)
Netincome . ......................... 973 132 214 40 (387) 972
Other Data:
Average Allocated Capital . . ............... 7,677 737 1,361 313 761 10,849
Ratios (percentages)
Profitability (RoE, RORAC) . .............. 12.7 17.9 15.7 12.8 — 9.0
Cost/Income ratio . .. ................... 59.0 55.1 47.8 51.7 — 61.9
Operating Structure

Wealth
Domestic Personal Management
Banking Financial and Financial International Central

At December 31, 2003 Networks Services Markets Activities  Functions Group total
(unaudited)

Employees . . .. ..... ... ... ... 33,314 1,871 1,149 1,689 5,442 43,465

Financial planners . . .. .................. 132 4,543 — — — 4,675

Italian branches .. ..................... 3,080 88 — — — 3,168

Foreign branches and representative offices . . . . . . 1 4 1 116 — 122
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Reclassified Statement of Income by Business Sector

Year ended December 31, 2002

Statement of Income Data:
Net interest income . .................
Net commissions and other net dealing revenues
Profits and losses from financial transactions
and dividends on shares . .............
Profits from companies carried at equity and
dividends from shareholdings . . . ... ... ..
Net interest and other banking income . . . . . .
Administrative costs . . . ... ... oL
—personnel . . ... ...
—other administrative costs . . ... ... ....
—indirect taxes . . . . ... ... ... . ... ...
Other operating income, net . . . .. ........
Adjustments to tangible and intangible fixed
ASSCLS « v v e
Operating income . . .. ...............
Adjustments to goodwill and merger and
consolidation differences . . . . . ... ... ...
Provisions and net adjustments to loans and
financial fixed assets . ...............
—provisions for risks and charges . . . . ... ..
—mnet adjustments to loans and provisions for
guarantees and commitments . . ... ... ..
—net adjustments to financial fixed assets . . . .
Income before extraordinary items . . . . ... ..
Net extraordinary income (expense) . .. ... ..
Income before taxes . . ................
Income taxes for the period . ............
Change in reserves for general banking risks . . .
Income attributable to minority interests . . . . .
Netincome . . . . ....................
Other Data:
Average Allocated Capital . ... ..........

Ratios
Profitability (RoE, RORAC) . . .. .........
Cost/Income ratio . . .................

Operating Structure

At December 31, 2002

Employees . . . . ...... ... ... ... .. ...
Financial planners . . .. ................
Italian branches . ....................
Foreign branches and representative offices . . . .

Wealth
Domestic Personal Management
Banking Financial and Financial International Central
Networks Services Markets Activities  Functions Group total
(millions of €)
(unaudited)
3,525 70 6 210 (38) 3,773
2,126 486 148 116 (67) 2,809
81 ) 178 4 40 286
36 50 73 8 125 292
5,768 597 405 330 60 7,160
(3,694) (330) (231) (180) (213) (4,648)
(2,159) (141) (103) (105) (348) (2,856)
(1,461) (165) (125) (69) 292 (1,528)
(74 (24) 3) (6) (157) (264)
183 25 18 4 128 358
(84) (40) 27) (19) (340) (510)
2,173 252 165 135 (365) 2,360
@ (51) ®) — (151) (212)
(600) (68) 31) (70) (657) (1,426)
(115) (66) (5) C)) (71) (261)
(484) ) @) (65) 49)  (604)
1) — 22) (1) (537) (561)
1,571 133 126 65 (1,173) 722
(16) 15 9 10 278 296
1,555 148 135 75 (895) 1,018
(713) (13) 3) (36) 315 (450)
7) 15 2) 1 359 364
(5) (39) (5) 2 4 (43)
830 111 125 40 (217) 889
7,544 786 1,268 789 348 10,735
(percentages)
11.0 14.1 9.9 5.1 — 8.3
62.2 55.6 60.3 57.8 — 65.1
Wealth
Domestic Personal Management
Banking Financial and Financial International Central
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Networks Services Markets Activities  Functions Group total
(unaudited)
.. 35834 1,880 1,058 2,238 4,640 45,650
.. 197 4,754 — — 4 4,955
.. 2,982 87 — — — 3,069
.. 2 4 2 145 — 153



Reclassified Statement of Income by Business Sector

Year ended December 31, 2002 pro forma

Statement of Income Data:
Net interest income
Net commissions and other net dealing revenues
Profits and losses from financial transactions and
dividends on shares. . . ................
Profits from companies carried at equity and
dividends from shareholdings
Net interest and other banking income . . . . . . ..
Administrative costs . . . . ... ..o
—personnel . . ... ...
—other administrative costs
—indirect taxes . . . . ... ... ... ...
Other operating income, net
Adjustments to tangible and intangible fixed assets
Operating income
Adjustments to goodwill and merger and
consolidation differences
Provisions and net adjustments to loans and
financial fixed assets
—provisions for risks and charges
—mnet adjustments to loans and provisions for
guarantees and commitments . . . . ... ... ..
—mnet adjustments to financial fixed assets
Income before extraordinary items
Net extraordinary income (expense) . . . . ......
Income before taxes . . . . .. ..............
Income taxes for the period . . .. ... ........
Change in reserves for general banking risks . . . .
Income attributable to minority interests . . . . . . .
Net income

Other Data:

Average Allocated Capital

Ratios
Profitability (RoE, RORAC)
Cost/Income ratio

Operating Structure

At December 31, 2002 pro forma

Employees . . . ....... .. ... .. . ... ...
Financial planners . . .. ..................
Italian branches
Foreign branches and representative offices . . . . . .

Wealth
Domestic Personal Management
Banking Financial and Financial International Central
Networks Services(1) Markets Activities Functions Group total
(millions of €)
(unaudited)
3,444 70 8 109 22 3,653
2,140 486 182 55 (68) 2,795
81 ) 178 6 48 304
29 50 106 — 129 314
5,694 597 474 170 131 7,066
(3,611) (330) (254) (76) (307) (4,578)
(2,138) (141) (114) (42) (379) (2,814)
(1,402) (165) (138) (32) 229 (1,508)
7 @ ® ® (157) (256)
202 25 20 3 104 354
(61) (40) (29) (10) (368) (508)
2,224 252 211 87 (440) 2,334
— (51) ®) — (159) (218)
(585) (68) (32) (62) (665) (1,412)
(113)  (66) ) @) (73 (61)
(@71) ® @) (56) 7 (590)
(1) — (23) &) (535)  (561)
1,639 133 171 25 (1,264) 704
a7 15 10 10 302 320
1,622 148 181 35 (962) 1,024
(742) (13) (18) (19) 349 (443)
7 15 2) 1) 358 363
(33) 39) 3) 2 30 (43)
840 111 158 17 (225) 901
7,338 786 1,222 365 1,135 10,846
(percentages)
114 14.1 12.9 4.7 — 8.3
61.1 55.6 56.9 48.6 — 65.1
Wealth
Domestic Personal Management
Banking Financial and Financial International Central

Networks Services Markets Activities Functions Group total
(unaudited)
34,559 1,880 1,202 1,647 5,929 45,217
197 4,754 — — — 4,951
3,028 87 — — — 3,115
2 4 2 106 — 114

(1) The figures shown are not pro forma, as there were no changes in the Business Sector’s structure during 2003.
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Reclassified Statement of Income by Business Sector

Wealth
Domestic Personal Management

Banking Financial and Financial International Central

Year ended December 31, 2001 pro forma Networks Services Markets Activities  Functions Group total
(millions of €)
(unaudited)

Statement of Income Data:
Net interest income . . . ... ............... 3,546 75 — 183 155 3,959
Net commissions and other net dealing revenues. . . 2,191 560 274 125 (94) 3,056
Profits and losses from financial transactions and

dividends on shares. . .. ................ 90 11 101 1 97 300
Profits from companies carried at equity and

dividends from shareholdings . ............ 40 10 66 8 104 228
Net interest and other banking income . . . . . . . .. 5,867 656 441 317 262 7,543
Administrative costs . . . .. ... Lo (3,792) (322) (224) (182) 127) (4,647)

—personnel . .. .. ... (2,172) (131) (96) (110) (353) (2,862)

—other administrative costs . . . ... ... ...... (1,547) (168) (125) 67) 388 (1,519)

—indirect taxes . . .. ... ... .. ... ... (73) (23) 3) ) (162) (266)
Other operating income, net . .............. 167 24 23 13 126 353
Adjustments to tangible and intangible fixed assets . (82) (35) (37 (15) (310) (479)
Operating income . . ... ................. 2,160 323 203 133 (49) 2,770
Adjustments to goodwill and merger and

consolidation differences . .. ............. — 8) (13) ®) (143) 172)
Provisions and net adjustments to loans and

financial fixed assets . . . ................ (503) (50) (145) (61) (248) (1,007)

—provisions for risks and charges . .. ........ (106) (46) (14) 3) (45) (214)

—mnet adjustments to loans and provisions for

guarantees and commitments . . . .. ... ..... (392) 3) @) (58) (80) (540)

—net adjustments to financial fixed assets . . . . .. ) — (124) — (124) (253)
Income before extraordinary items . .......... 1,657 265 45 64 (440) 1,591
Net extraordinary income (expense) . . . . ....... 16 12 232 4 150 414
Income before taxes . . . . . ................ 1,673 277 277 68 (290) 2,005
Income taxes for the period . . ... ........... (751) 19) 14 (24) 263 (517)
Change in reserves for general banking risks . . . . . 8) 2 — — — 6)
Income attributable to minority interests . . . . .. .. ) (69) 34) — 2 (106)
Netincome . ......................... 909 191 257 44 (25) 1,376
Other Data:
Average Allocated Capital . . ............... 7,431 806 1,268 794 395 10,694
Ratios (percentages)
Profitability (RoE, RORAC) . .............. 12.2 237 20.3 5.5 — 12.9
Cost/Income ratio . .. ................... 63.0 49.1 55.6 58.2 70.9 61.6
Operating Structure

Wealth
Domestic Personal Management
Banking Financial and Financial International Central

At December 31, 2001 pro forma Networks Services Markets Activities Functions Group total
(unaudited)

Employees . . .. ..... ... ... ... 36,221 1,857 1,053 2,142 5,283 46,556

Financial planners . . . .. ................. 204 5,289 — — 17 5,510

Italian branches .. ..................... 2,967 82 — — — 3,049

Foreign branches and representative offices . . . . . . 10 2 2 136 — 150
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Reclassified Statement of Income by Business Sector

Wealth
Domestic Personal Management
Banking Financial and Financial International Central

% Change 2003/2002 pro forma Networks Services Markets Activities  Functions Group total
(unaudited)

Statement of Income Data:
Net interest income . . . . .. ............... 33 (27.1) (37.5) (6.4) (95.5) 1.7
Net commissions and other net dealing revenues. . . 7.4 (1.4) 26.9 10.9 (50.0) 8.6
Profits and losses from financial transactions and

dividends on shares. . .. ................ 56.8 — 24.7 66.7 29.2 47.0
Profits from companies carried at equity and

dividends from shareholdings . ............ 72.4 (26.0) (2.8) — (27.9) 9.9)
Net interest and other banking income . . . . . .. .. 6.0 0.7) 18.4 1.8 (6.9) 59
Administrative costs . . . . ... 2.1 (2.7) 0.8 7.9 (14.0) 0.7

—personnel . .. ... ... L o 1.1 5.0 6.1 2.4 (2.9) 1.0

—other administrative costs . . . . ... ... ..... 3.4 9.1) (3.6) 15.6 12.2 0.3

—indirect taxes . . . . ... ... ... 8.5 (4.2) — — (2.5) 0.4
Other operating income, net . .............. (1.0) (4.0 (5.0 (66.7) (18.3) (7.1)
Adjustments to tangible and intangible fixed assets . 6.6 5.0 (20.7) — (6.5) 4.7)
Operating income . . .. .................. 11.6 0.8 42.7 (5.7) 8.9) 16.4
Adjustments to goodwill and merger and

consolidation differences . ............... — (96.1) 100.0 — (11.9) (27.5)
Provisions and net adjustments to loans and

financial fixed assets . .. ................ 38.8 (51.5) (50.0) (71.0) — (39.2)

—provisions for risks and charges . .. ........ (0.9) (53.0) 60.0 (25.0) (43.8) (25.3)

—mnet adjustments to loans and provisions for

guarantees and commitments . . . . ... ...... 48.0 — (75.0) (80.4) (77.2) 22.7

—net adjustments to financial fixed assets . . .. .. — — (69.6) 100.0 — —
Income before extraordinary items . .......... 1.8 64.7 57.3 156.0 (58.8) 141.5
Net extraordinary income (expense) . . .. ....... — — (90.0) — — —
Income before taxes . . . . .. ...... ... ... .. 6.0 439 49.2 771 (37.9) 62.9
Income taxes for the period . . ... ........... (0.9) 161.5 200.0 10.5 (46.4) 48.3
Change in reserves for general banking risks . . . . . — — — — — (97.5)
Income attributable to minority interests . . . ... .. (27.3) 20.5 — — (20.0) 11.6
Netincome . ......................... 15.8 18.9 354 135.3 72.0 7.9
Other Data:
Average Allocated Capital (€/mil) ... ......... 4.6 (6.2) 11.4 (14.2) (32.9) 0.0

Operating Structure

Wealth
Domestic Personal Management
% Change at December 31, 2003-December 31, 2002 Banking Financial and Financial International Central

pro forma Networks Services Markets Activities  Functions Group total
(unaudited)

Employees. ... ... .. ... . . ... ... (3.6) (0.5) (4.4) 2.6 8.2) (3.9)

Financial planners . . .. .................. (33.0) (4.4) — — — (5.6)

Italian branches . ... ................... 1.7 1.1 — — — 1.7
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Reclassified Statement of Income by Business Sector

Wealth
Domestic Personal Management
Banking Financial and Financial International Central

% Change 2002/2001 pro forma Networks Services Markets Activities  Functions Group total
(unaudited)

Statement of Income Data:
Net interest income . . . . .. ............... (0.6) (6.7) — 14.8 — 4.7
Net commissions and other net dealing revenues. . . (3.0 (13.2) (46.0) (7.2) (28.7) 8.1)
Profits and losses from financial transactions and

dividends on shares . . .. ................ (10.0) — 76.2 — (58.8) 4.7)
Profits from companies carried at equity and

dividends from shareholdings . ............ (10.0) — 10.6 — 20.2 28.1
Net interest and other banking income . . . . ... .. (1.7) (9.0) 8.2) 41 (77.1) 5.1)
Administrative costs . . . . ... Lo (2.6) 2.5 31 (1.1) 67.7 0.0

—personnel . . ... ... (0.6) 7.6 7.3 4.5) (1.4) 0.2)

—other administrative costs . . . . ... ... ..... (5.6) (1.8) — 3.0 (24.7) 0.6

—indirect taxes . . . . . ... ... 1.4 43 — 20.0 3.1) (0.8)
Other operating income, net . . ............. 9.6 4.2 (21.7) (69.2) 1.6 1.4
Adjustments to tangible and intangible fixed assets . 2.4 14.3 (27.0) 26.7 9.7 6.5
Operating income . . .. .................. 0.6 (22.0) (18.7) 1.5 — (14.8)
Adjustments to goodwill and merger and

consolidation differences . ............... — — (38.5) — 5.6 233
Provisions and net adjustments to loans and

financial fixed assets . . .. ............... 19.3 36.0 (78.6) 14.8 164.9 41.6

—provisions for risks and charges . ... ....... 8.5 435 (64.3) 333 57.8 22.0

—mnet adjustments to loans and provisions for

guarantees and commitments . . . . ... ...... 23.5 (33.3) (42.9) 12.1 (38.8) 11.9

—mnet adjustments to financial fixed assets . . . ... (80.0) — (82.3) — — 121.7
Income before extraordinary items . .......... (5.2) (49.8) 180.0 1.6 166.6 (54.6)
Net extraordinary income (expense) . . .. ....... — 25.0 (96.1) 150.0 85.3 (28.5)
Income before taxes . . . . .. ...... ... ... .. (7.1) (46.6) (51.3) 10.3 — (49.2)
Income taxes for the period . . ... ........... 5.1) (31.6) — 50.0 19.8 (13.0)
Change in reserves for general banking risks . . . .. (12.5) — — — — —
Income attributable to minority interests . . . . .. .. — (43.5) (85.3) — 100.0 (59.4)
Netincome . ......................... 8.7) (41.9) (51.4) 9.1) — (35.4)
Other Data:
Average Allocated Capital (€/mil) . ........... 1.5 (2.5) — (0.6) (11.9) 0.4
Operating Structure

Wealth
Domestic Personal Management
% Change at December 31, 2002-December 31, 2001 Banking Financial and Financial International Central
pro forma Networks Services Markets Activities  Functions Group total
(unaudited)

Employees . . . . ..o (1.1) 1.2 0.5 4.5 (12.2) (1.9)
Financial planners . . . .. ................. (3.4) (10.1) — — (76.5) (10.1)
Italian branches . ... ................... 0.5 6.1 — — — 0.7

Domestic Banking Networks

The Domestic Banking Networks manage most of the volumes handled by the Group, accounting
for almost 96% of net interest income. Despite the decrease in interest rates, net interest income of the
Domestic Banking Networks increased by 0.9% in 2003 compared with 2002, due to the same reasons
discussed under our Group consolidated income statement above. Compared with 2002 on a pro forma
basis, net interest income in 2003 increased by 3.3%.

The favorable trend of all revenue components was reflected in a 4.6% increase in the Domestic
Banking Networks’ net interest and other banking income compared with 2002 (6% increase compared
with 2002 pro forma). This income margin represents 81% of the Group’s net interest and other
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banking income for 2003. Approximately 75% of customer financial assets and transactions in
securities, foreign exchange and derivatives can be attributed to the Domestic Banking Networks.

Operating expenses increased by less than the average annual rate of inflation in Italy, and thus
decreased in real terms. This contributed to a 14.2% increase in operating income compared with 2002
(11.6% increase compared with 2002 on a pro forma basis). Personnel costs form a significant
component of the costs of the Domestic Banking Networks, which, as of December 31, 2003, employed
33,314 people, corresponding to 77% of the Group’s total staff.

The significant increase in provisions and net adjustments to loans and financial fixed assets
adversely affected net income, which nevertheless increased to €973 million in 2003, a 17.2% increase
compared with 2002 and 15.8% increase compared with 2002 pro forma, higher than the increase in
average capital allocated to the Business Sector. This improvement in the profitability of the Domestic
Banking Networks, measured by ROE/RORAC, reached 12.7% in 2003, compared with 11% in 2002
and 11.4% in 2002 pro forma. The Domestic Banking Networks absorbed 70.8% of the Group capital.

A comparison between 2002 and 2001 pro forma shows a decrease in the Domestic Banking
Networks’ net interest and other banking income of 1.7%. The decrease was primarily attributable to
the downsizing of the former Banco di Napoli Italian Networks operations and to the lower
contribution of Banca OPI and Large Groups and Structured Finance. The 2.6% decrease in
administrative costs, primarily with respect to Cardine and the former Banco di Napoli Italian
Networks, led to a contained increase in operating income (+0.6%). In 2002, net income decreased by
8.7%, due to the higher provisions for loans, resulting in part from the alignment of the provisioning
criteria of the companies of the former Cardine network with the prudential standards of Sanpaolo
IMI. The profitability of the Domestic Banking Networks decreased from 12.2% in 2001 pro forma to
11% in 2002 due to the decrease in net income and an increase in average allocated capital.

Personal Financial Services

Personal Financial Services operated in 2003 through a network of 4,543 financial planners and
1,871 employees. Its contribution to the Group’s net income increased to €132 million compared with
€111 million in 2002. Personal Financial Services contributed 14% of the Group’s net income and
absorbed 7% of the capital.

Transactions benefited from a better level and mix of net asset management in flow than expected
in the budget targets for 2003. The results were obtained through net interest and other banking
income just below that of 2002, combined with a decrease in costs and provisions. As a result, in 2003,
ROE rose to 17.9% from 14.1% in 2002.

Personal Financial Services’ profit margins for 2002 generally decreased compared with 2001 pro
forma, which took into account the integration with Banca Sanpaolo Invest, which was completed on
October 8, 2002 with the acquisition of the total equity interest held by Sanpaolo IMI in Banca
Sanpaolo Invest. Net interest and other banking income fell by 9%, primarily because of the decrease
in commissions. Higher charges sustained for the implementation of the Banca Fideuram development
plan for the reorganization of Fideuram Wargny, as well as the amortization of the goodwill paid in
connection with the acquisition of Fideuram Wargny to reflect the decrease in the latter’s expected
profitability, led to a decrease in net income. RoE decreased from 23.7% in 2001 pro forma to 14.1%
in 2002.

Wealth Management and Financial Markets

Wealth Management and Financial Markets contributed 22% of the consolidated net income of
the Group for 2003, absorbing 12.5% of the capital. Wealth Management and Financial Markets,
benefits from considerable synergies from the placement of its products through the Group’s banking
networks and showed significant improvement in RoE, which increased to 15.7% in 2003 from 9.9% in
2002 and 12.9% in 2002 pro forma.
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The contribution to consolidated Group net income in 2003 was €214 million, an increase
compared with €125 million in 2002 and €158 million in 2002 pro forma, primarily due to the increase
of revenues, including those related to asset management, and a substantial stability in costs.

In 2002, Wealth Management and Financial Markets showed an 18.7% reduction in operating
income compared with 2001 pro forma, attributable both to a decrease in net interest and other
banking income, which was adversely affected by the decrease in commissions from asset management,
and to higher operating costs. Despite the decrease in provisions and adjustments to loans and financial
fixed assets, net income was adversely affected compared with 2001 pro forma, because 2001 pro forma
results had benefited the high net extraordinary income earned by NHS (now Sanpaolo IMI Private
Equity) as a result of the disposal of its entire equity interest in Montedison. In 2002, RoE decreased
to 9.9% from 20.3% in 2001 pro forma.

International Activities

International Activities operated in 2003 through a network of 116 branches and representative
offices, employing 1,689 people. International Activities’ contribution to Group net income in 2003 was
4%, absorbing just 3% of capital. The size and relative contribution of International Activities were
affected by the disposal of Banque Sanpaolo.

The decrease in net interest income and the increase in operating costs prevailed over the positive
trend of net commissions and profits from financial transactions, causing International Activities’
operating income to decrease by 39.3% compared with 2002, and by 5.7% compared with 2002 pro
forma. International Activities’ contribution to Group net income was €40 million in 2003, which was
unchanged from 2002, but represented an increase compared with 2002 pro forma, which had been
adversely affected by the booking of significant adjustments to loans. RORAC was 12.8% in 2003
compared with 4.7% in 2002 pro forma.

International Activities” operating margins in 2002 were favored by the development of operations
of Sanpaolo IMI Internazionale. Net interest and other banking income and operating income
increased by 4.1% and 1.5%, respectively, compared to 2001 pro forma. Net income decreased by 9.1%
compared with 2001 pro forma because of the higher income taxes for the period. Profitability in 2002
was 5.1%, compared with 5.5% in 2001 pro forma.

Central Functions

Central Functions includes the Group’s holding activities, including the former Cardine
Finanziaria, the MOI and the management of property, equity investments and the Group’s lending
policy. Consequently, all the activities for the direction, support, management and control of the
Group’s Business Sectors, as well as infrasector adjustments, are attributed to Central Functions.

The income results reflect the nature of Central Functions, which sustain costs using a centralized
system and on behalf of other Group companies, only partially allocating them to the operating units.
This structure was implemented in order to safeguard cost control through central bodies which have
the facilities to govern costs and tangibly monitor the pursuit of efficiency levels.

Central Functions showed a loss of €387 million in 2003, primarily attributable to the share of
costs not allocated to operating functions and also to the amortization of goodwill in relation to equity
investments made at holding level and not attributable to operating Business Areas. The writeback of
the shareholding in Santander Central Hispano, the capital gains on the disposals of the equity
portfolio, and the extraordinary expenses incurred in relation to staff leaving incentives were also
allocated to Central Functions in 2003.
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In 2002, Central Functions showed a loss of €217 million, primarily attributable to the share of
costs not allocated to operating areas and to the write-downs of the investment portfolio, only partially
offset by the use of reserves for general banking risks.

5. Explanatory Notes to the Pro Forma Results

In order to ensure comparability of our results on a consistent basis in relation to the main
changes to the scope of consolidation, the consolidated accounts of the Sanpaolo IMI Group for the
previous year are also presented in a pro forma version. Our pro forma results are unaudited.

2002 Pro Forma

The pro forma results for the year 2002 assume the full consolidation of the Eptaconsors Group
and Inter-Europa Bank, the proportional consolidation of Cassa dei Risparmi di Forli and the
non-consolidation of IW Bank, Banque Sanpaolo and Finconsumo Banca with effect from January 1,
2002.

The preparation of the 2002 Pro Forma is based on the 2002 consolidated financial statements of
the Sanpaolo IMI Group, which is reconciled to the audited 2002 Consolidated Financial Statement
(column “a” of the following tables).

To prepare the 2002 Pro Forma, the following adjustments were made:
* In column “b” of the attachments:

* The full consolidation of the 100% shareholding in Eptaconsors and its subsidiaries,
following the reversal in the valuation in net equity of the 40.48% share already held in the
previous year. For this purpose, the purchase of the additional 59.52% shareholding has
been simulated as of January 1, 2002, offset against €55 million of “customer deposits”;

* The full consolidation of the 85.87% shareholding in Inter-Europa Bank, following the
reversal in the valuation of net equity of the 32.51% share already held in the previous year.
For this purpose, the purchase of the additional 53.36% shareholding has been simulated as
of January 1, 2002, offset against €30 million of “customer deposits”;

* The proportional consolidation of the 29.77% shareholding in Cassa dei Risparmi di Forli,
following the reversal in the valuation in net equity of the 21.02% share already held in the
previous year. For this purpose, the purchase of the additional 8.75% shareholding has been
simulated as of January 1, 2002, offset against €68 million of “customer deposits”;

¢ In column “c” of the attachments:

* The full deconsolidation of IW Bank, following the disposal of 80% of the entire
shareholding previously held, and the valuation in net shareholders’ equity of the residual
20%. The disposal of the majority shareholding has been simulated with effect from
January 1, 2002, and offset against an increase in “loans to banks” in a total amount equal
to the sale price of the shareholding of €5 million, with the subsequent loss recorded
directly to net shareholders’ equity, in accordance with relevant accounting principles. At
the same time, a reverse entry, equal to the negative net adjustment to the value of the
shareholding to reflect the sale price of the shareholding net of tax, was made to the
consolidated statement of income for the year ended December 31, 2002;

* The proportional deconsolidation of Finconsumo Banca, as an effect of the sale agreement
(which was followed by the disposal of 20% of the investment) and of the end of joint
control, with the consequent valuation of the entire investment held using the equity
method;
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¢ In column “d” of the attachments:

* The full deconsolidation of Banque Sanpaolo and its subsidiaries, following the disposal of

60% of the entire previously held shareholding, and the valuation in net equity of the

remaining 40%. In particular, the disposal of the majority shareholding has been simulated
with effect from December 31, 2002 and offset against an increase in “loans to banks” in a
total amount of €481 million, with the subsequent net gain recorded directly to net equity

reserves, in accordance with relevant accounting principles.

2002 Consolidated Pro Forma Income Statement

Expansion of Reduction in

the scope of the scope of Exit of
consolidation consolidation Banque
using full and using full and Sanpaolo from

Sanpaolo IMI  proportional proportional full scope of Sanpaolo IMI
Group method(1) method(2) consolidation Group pro forma
(a) (b) () (d) (e) = (a+b+c+d)
(millions of €)
10. Interest income and similar revenues . . 8,693 116 (67) (287) 8,455
20. Interest expense and similar charges . . . (4,955) (70) 23 165 (4,837)
30. Dividends and other revenues . . . . . .. 565 — — — 565
a) shares, capital quotas and other
eQUILIES . . . . .o 410 — — — 410
b) equity investments . . . . ... ...... 155 — — — 155
40. Commission income . . . .. ........ 3,467 209 (36) (78) 3,562
50. Commission expense . . .......... (671) (140) 24 15 (772)
60. Profits (losses) on financial transactions 98) 15 1) 4 (80)
70. Other operating income . ......... 422 7 (10) 8) 411
80. Administrative costs . . ... ... ... .. (4,648) 95) 43 122 (4,578)
a) payroll . . . . ... ... ... (2,856) (49) 17 74 (2,814)
b) other administrative costs . . . ... .. (1,792) (46) 26 48 (1,764)
90. Adjustments to tangible and intangible
fixed assets . .. .............. (753) 27 22 13 (745)
100. Provisions for risks and charges . . . . . . (261) 3) 2 1 (261)
110. Other operating expense . . .. ...... (50) 2) 1 1 (50)
120. Adjustments to loans and provisions for
guarantees and commitments . . . . . . (889) (10) 10 31 (858)
130. Writebacks of adjustments to loans and
provisions for guarantees and
commitments . . ... ........... 320 2 1) 19) 302
140. Provisions to the allowance for probable
loan losses . . ............... 27) — — — 27
150. Adjustments to financial fixed assets . . . (569) — — — (569)
160. Writebacks of adjustments to financial
fixedassets . . ............... 8 — — — 8
170. Income (losses) from investments
carried at equity . . . . ... ... ... 137 (1 2 21 159
180. Income from ordinary activities . . . . . . 691 1 12 (19) 685
190. Extraordinary income . . .......... 575 9 2) 2) 580
200. Extraordinary expenses . . . ........ (248) 4 10 1 (241)
210. Extraordinary net income . ........ 327 5 8 1) 339
230. Change in reserves for general banking
risks ... 364 (1 — — 363
240. Income taxes . ................ (450) (10) 3) 20 (443)
250. Income (loss) attributable to minority
interests . . . ... ... (43) — — — (43)
260. Netincome . ................. 889 %) 17 — 901
(1) The figures assume the full consolidation of the Eptaconsors group and of Inter-Europa Bank and the proportional

consolidation of Cassa dei Risparmi di Forli with effect from January 1, 2002.

(2) The figures assume the deconsolidation of IW Bank and Finconsumo Banca with effect from January 1, 2002.
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2002 Reclassified Consolidated Pro Forma Income Statement

Net interest income . ...........
Net commissions and others net
dealing revenues . . . ... .......
Profits and losses from financial
transactions and dividends on
shares . . ...... ... ... . ...
Profits from companies carried at
equity and dividends from
shareholdings . . . .. ..........
Net interest and other banking
income . ..................
Administrative costs . . . ... ......
—personnel ... ... ... ... ...
—other administrative costs . . . . ..
—indirect taxes . . ............
Other operating income, net . . . . ..
Adjustments to tangible and
intangible fixed assets . ........
Operating income . ............
Adjustments to goodwill and merger
and consolidation differences . . . .
Provisions and net adjustments to
loans and financial fixed assets . . .
Income before extraordinary items . .
Net extraordinary income/expense . .
Income before taxes . . ..........
Income taxes for the period. . ... ..
Change in reserves for general
banking risks . ..............
Income attributable to minority
interests . .................
Netincome . .................

Expansion of
the full and

Exit of
Banque
Sanpaolo
from full
Reduction of scope of
the full and  consolidation

proportional proportional and 100% Sanpaolo
Sanpaolo scope of scope of evaluation at IMI Group
IMI Group consolidation(1) consolidation(2) equity pro forma
(a) ( (c) (d) (e)=(a+b+c+d)
(millions of €)
3,773 46 (44) (122) 3,653
2,809 69 (12) (71) 2,795
286 15 (1) 4 304
292 (1) 2 21 314
7,160 129 (55) (168) 7,066
(4,648) (95) 43 122 (4,578)
(2,856) (49) 17 74 (2,814)
(1,528) (44) 21 43 (1,508)
(264) 2) 5 5 (256)
358 5 9 — 354
(510) (21) 10 13 (508)
2,360 18 (11) (33) 2,334
(212) (6) — — (218)
(1,426) (11) 11 14 (1,412)
722 1 — (19) 704
296 5 20 1) 320
1,018 6 20 (20) 1,024
(450) (10) 3) 20 (443)
364 (1) — — 363
(43) — — — (43)
889 5) 17 — 901

(1) The figures assume the full consolidation of the Eptaconsors group and of Inter-Europa Bank and the
proportional consolidation of Cassa dei Risparmi di Forli with effect from January 1, 2002.

(2) The figures assume the non-consolidation of IW Bank and Finconsumo Banca, with effect from January 1,

2002.
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Reclassified Consolidated Pro Forma Balance Sheet at December 31, 2002

Assets
Cash and deposits with central banks
and post offices . ............
Loans .....................
—due from banks . . ..........
—Iloans to customers . . ........
Dealing securities. . . ...........
Fixedassets .................
—investment securities . .......
—equity investments . .. .......
—intangible fixed assets. . ... ...
—tangible fixed assets .. .......
Differences arising on consolidation
and on application of the equity
method . ..................
Otherassets . ................
Total assets . . .. ..............
Liabilities
Payable .......... ... ... ....
—duetobanks..............
—due to customers and securities
ISSUCS . & v v v v e e
Provisions . . .. ...............
—for taxation. . .............
—for termination indemnities . . . .
—for risks and charges ........
—for pensions and similar . . . ...
Other liabilities . ... ...........
Subordinated liabilities . ... ... ...
Minority interests. . .. ..........
Shareholders’ equity . . .. ........
Total liabilities . ..............

Exit of
Banque
Sanpaolo
from full
Expansion of Reduction of scope of
the full and the full and  consolidation
proportional proportional and 100% Sanpaolo
Sanpaolo scope of scope fo evaluation at IMI Group
IMI Group(l) consolidation(2) consolidation(3) equity pro forma
(a) (b) (©) (d) (e)=(a+b+c+d)
(millions of €)
1,406 102 — ) 1,499
149,349 1,227 (459) (4,196) 145,921
22,000 168 100 (524) 21,744
127,349 1,059 (559) (3,672) 124,177
19,046 171 — (202) 19,015
9,596 — 19 (512) 9,103
2,897 25 2) (529) 2,391
4,064 (82) 33 157 4,172
406 31 4 (35) 398
2,229 26 8®) (105) 2,142
1,030 50 — — 1,080
23,346 48 (90) (277) 23,027
203,773 1,598 (530) (5,196) 199,645
161,505 1,474 (466) (5,144) 157,369
24,456 231 (58) (496) 24,133
137,049 1,243 (408) (4,648) 133,236
3,813 43 (12) 45 3,889
670 18 7 61 742
961 8 2) — 967
1,839 12 3) (16) 1,832
343 5 — — 348
20,971 56 (44) (245) 20,738
6,613 — 8) — 6,605
334 8 — — 342
10,537 17 — 148 10,702
203,773 1,598 (530) (5,196) 199,645

(1) On the basis of recent instructions received from the Bank of Italy, capitalization certificates held by the
Group (€648 million) have been reclassified from the caption in the published financial statements “dealing
securities” to the caption “loans to customers”.

2) The figures assume the full consolidation of the Eptaconsors group and of Inter-Europa Bank and the
p p p
proportional consolidation of Cassa dei Risparmi di Forli with effect from January 1, 2002.

(3) The figures assume the deconsolidation of IW Bank and Finconsumo Banca, with effect from January 1, 2002.

2001 Pro Forma

The 2001 Pro Forma assumes the consolidation of the Cardine group from January 1, 2001. The
2001 Pro Forma also assumes the proportional consolidation of Banka Koper from January 1, 2001.
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The proportional consolidation of Banka Koper was first reflected in the Group’s consolidated financial
statements from March 31, 2001.

The preparation of the 2001 Pro Forma is based on the consolidated 2001 financial statements of
the Sanpaolo IMI Group, which is reconciled to the audited consolidated 2001 financial statements
(column “a” of the following tables) and of the Cardine group (column “b” of the following tables).

The figures of the Cardine group for the first three quarters of 2001 have been adjusted in
accordance with criteria which are consistent with those used by the Sanpaolo IMI Group for the
year-end financial statements with regard to the effects of the Ciampi Law. See Item 4. “C. Business
Overview—Italian Banking Regulations—Overview” on page 87 above. Taxes have been restated
without taking account of the incentive provided by the Ciampi Law and further provisions have been
made to neutralize the prior benefits provided by the Ciampi Law. Furthermore, the figures for the
Cardine group have been adjusted to take into account the elimination of the extraordinary component,
net of the related tax effect, as a result of the change of valuation principles of the securities trading
portfolio made in 2001 and attributable on an accrual basis to 2000.

To prepare the 2001 Pro Forma, the following adjustments were made:

* the purchase in 2002 by Sanpaolo IMI of 30,933,406 own Shares (column “c” of the following
tables), to reach the number of Shares required to be exchanged for Cardine shares in
connection with the Cardine Merger was assumed to have been made in 2001. The cost of such
acquisition of own Shares by Sanpaolo IMI was allocated to borrowings, with the related
economic effects booked accordingly;

* the column showing the effects of the Cardine Merger (column “d” of the following tables)
assumes that the Sanpaolo IMI shareholding in Cardine and its related book value were
cancelled upon effectiveness of the Cardine Merger. This cancellation was made on a reverse
entry to the corresponding portion of the net shareholders’ equity of Cardine. Cardine’s net
shareholders’ equity was reduced accordingly. The goodwill has been allocated to “equity
investments”, thus generating a positive difference on consolidation whose related amortization
is reflected in the statement of income;

* the column showing other adjustments (column “e” of the following tables) eliminates the
receivables and payables between Sanpaolo IMI Group and the Cardine group and the effects of
the adoption by Cardine of the accounting policies of Sanpaolo IMI, reflecting:

* the determination by the Cardine group of the actualization reserve for doubtful loans and
latent capital losses on the investment portfolio which, net of related tax effects, have been
allocated to adjust equity at consolidation;

* the difference between the amount of goodwill arising from consolidation differences
amortized in the Group’s consolidated financial statements by Cardine Banca as shown in
the consolidated financial statements of Cardine Banca prior to the Cardine Merger and the
amount of goodwill arising from consolidation differences that would have been amortized
by the Group in the Group’s financial statements had the Cardine Merger become effective
on January 1, 2001;

* the contribution as of January 1, 2001 of the proportional consolidation of Banka Koper which,
in the audited financial statements was made as of January 1, 2002 (column “f” of the following
tables).
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2001 Consolidated Pro Forma Income Statement
Effect of the Banka Koper

Sanpaolo IMI merger with  pro-forma Sanpaolo IMI
Group Cardine Group  Cardine contribution Group pro forma
() (b) (0 (d) (e)=(a+b+c+d)
(millions of €)
10. Interest income and similar revenues . 8,016 2,407 — 28 10,451
20. Interest expense and similar charges . (5,326) (1,221) 22)(3) (21) (6,590)
30. Dividends and other revenues . .. .. 397 28 — — 425
a) shares, capital quotas and other equities 263 10 — — 273
b) equity investments . . . . ... ....... 134 18 — — 152
40. Commission income . . .. ........ 3,312 526 — 11 3,849
50.  Commission expense . . ......... (714) 87 — 2) (803)
60. Profits (losses) on financial
transactions. . . .. ........... 105 15 — 1 121
70. Other operating income . ........ 280 127 — 12 419
80.  Administrative costs . . . . ... ... .. (3,600) (1,029) — (18) (4,647)
a) payroll ... ... ... .. ... (2,221) (630) — (11) (2,862)
b) other administrative costs . . ... .... (1,379) (399) — 7) (1,785)
90. Adjustments to tangible and intangible
fixed assets . . .............. (543) (111) 14(4) (11) (651)
100.  Provisions for risks and charges . ... (136) (78) — — (214)
110.  Other operating expense . . . ... ... (36) (20) — — (56)
120.  Adjustments to loans and provisions
for guarantees and commitments . . (636) (228) — (28) (892)
130.  Writebacks of adjustments to loans
and provisions for guarantees and
commitments . . .. ........... 278 75 — 21 374
140.  Provisions to the allowance for
probable loan losses . ......... 11 (12) — — (23)
150.  Adjustments to financial fixed assets . (235) (20) — — (255)
160.  Writebacks of adjustments to financial
fixedassets . . .............. 2 — — — 2
170.  Income (losses) from investments
carried at equity . . . . ... ... ... 79 3 — — 82
180. Income from ordinary activities. . . . . 1,232 375 8) @) 1,592
190.  Extraordinary income . . .. ....... 660 41(1) — — 701
200.  Extraordinary expenses . . .. ...... (269) 19) — — (288)
210.  Extraordinary net income ........ 391 22 — — 413
230. Change in reserves for general
banking risks . . . . ... ... ... .. 1) ) — 6)
240. Income taxes . .. ............. (318) (209)(2) 9(3) 1 (517)
250.  Income (loss) attributable to minority
interests . . . ... ... ... (101) 4) — — (106)
260. Netincome . ................ 1,203 178 1 6) 1,376
(1) Compared with the original figure, the caption has been reduced to offset the equity reserves to reflect the reversal of the
extraordinary component due to the change in the evaluation policy of dealing securities attributable to the previous
financial year (€12 million).
(2) Compared with the original figure, the caption has been reduced to reflect, in offset against the equity reserves the tax effect
(€5 million) related to note (1).
(3) The adjustment reflects the cost of the funding needed to finance the purchase of Sanpaolo IMI shares to reach the amount
of own shares used in the exchange and the related tax effect.
(4) The adjustment concerns amortization of the goodwill arising on consolidation generated by the allocation of the merger

deficit (€4 million), as well as the alteration of the amortization of goodwill arising on consolidation of the Cardine Group
due to the new positive difference (following off setting) (€18 million).
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2001 Reclassified Consolidated Pro Forma Income Statement
Sanpaolo IMI

Sanpaolo Group 2001

IMI Effects of the Banka Koper  Pro Forma

Sanpaolo Cardine acquisition of Cardine Other pro forma (unaudited)

IMI Group group own Shares Merger  adjustments contribution (g)=(a+b+c+d
(@) (b) (© (a) (e) ® +e+f)
(millions of €)
Net interest income . ........ 2,788 1,186 (22)(3) — — 7 3,959
Net commissions and other net

dealing revenues . . ... ..... 2,608 439 — — — 9 3,056

Profits and losses from financial

transactions and dividends on

shares . .. .............. 274 25 — — — 1 300
Profits from companies carried at

equity and dividends from

shareholdings . . ... ....... 207 21 — — — — 228
Net interest and other banking

income ................ 5,877 1,671 (22) — — 17 7,543
Administrative costs . .. ...... (3,600)  (1,029) — — — (18) (4,647)

—personnel .. ... ... ..... (2,221) (630) — — — (11) (2,862)

—other administrative costs . . . .  (1,180) (332) — — — ) (1,519)

—indirect taxes . . ......... (199) 67) — — — — (266)
Other operating income, net . . . . 234 107 — — — 12 353
Adjustments to tangible and

intangible fixed assets . . . .. .. (393) (83) — — — 3) (479)
Operating income . . . .. ...... 2,118 666 (22) — — 8 2,770

Adjustments to goodwill and
merger and consolidation

differences . . . .. .... ... .. (150) (28) — 4)4) 18(5) ®) 172)
Provisions and net adjustments to

loans and financial fixed assets . (737) (263) — — — ) (1,007)
Income before extraordinary items 1,231 375 (22) “4) 18 7 1,591
Net extraordinary income . . . . . . 392 22(1) — — — — 414
Income before taxes . ........ 1,623 397 (22) “) 18 ) 2,005
Income taxes for the period . . .. (318) (209)(2) 9(3) — — 1 (517)
Change in reserve for general

banking risks . ........... 1) 5) — — — — 6)
Income attributable to minority

interests . . ............. (101) 5) — — — — (106)
Netincome . .............. 1,203 178 13) “4) 18 6) 1,376

(1) This item has been reduced to reflect the reversal of the extraordinary component due to the change in valuation principles
of securities dealing attributable to the preceding year (€12 million).

(2) This item has been reduced to reflect the tax effect (€5 million) related to note (1).

(3) Reflects the cost of the funding needed to finance the purchase of Sanpaolo IMI’s own Shares to reach the number of own
Shares used in the exchange for Cardine shares in connection with the Cardine Merger and the related tax effect.

(4) Reflects the amortization of the value of Cardine shares held by the Sanpaolo IMI Group before the Cardine Merger
discounted for the corresponding net equity of Cardine merger deficit.

(5) Relates to the difference between the amount of goodwill arising from consolidation differences amortized in the Group’s
consolidated financial statements by Cardine Banca as shown in the consolidated financial statements of Cardine Banca prior
to the Cardine Merger and the amount of goodwill arising from consolidation differences that would have been amortized by
the Group in the Group’s financial statements had the Cardine Merger become effective on January 1, 2001.
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Reclassified Consolidated Pro Forma Balance Sheet as of December 31, 2001

Assets
Cash and deposits with central
banks and post offices .. ... ..

Loans . ..................
—due from banks . .........
—Iloans to customers . .......

Dealing securities . . . ... ......

Fixed assets . ..............
—investment securities . . . .. ..
—equity investments . ... ....
—intangible fixed assets . ... ..
—tangible fixed assets . ......

Differences arising on consolidation
and on application of the equity
method . .. ......... ... ..

Other assets . ..............

Total assets . . .. ............

Liabilities

Payables. . ... .............
—duetobanks . ...........

—due to customers and securities
issued . ......... ...

Provisions . . . . .............
—for taxation . . ...........
—for termination indemnities . . .
—for risks and charges . . ... ..
—for pensions and similar . . . . .

Other liabilities . .. ..........
Subordinated liabilities . .......
Minority interests . . ... .......
Shareholders’ equity . . ........
Total liabilities . . . ... ........

Sanpaolo Sanpaolo
IMI Proper Banka Koper IMI Group
Sanpaolo Cardine acquisition of merger Other pro forma pro forma
IMI Group group own Shares effects adjustments contribution (g)=(a+b+c+
(a) (b) © (d) (e) ® d+e+f)
(millions of €) (unaudited)
818 331 — — — 23 1,172
118,627 32,686 — — 397) 430 151,346
21,571 5,053 — — (282)(2) 94 26,436
97,056 27,633 — — (115)(2)(3) 336 124,910
18,819 5,561 — — — 177 24,557
10,098 1,932 — (105) (36) — 11,889
3,308 714 — — 36)(4) — 3,986
4,697 327 — (105)(1) — (21) 4,898
367 75 — — — 2 444
1,726 816 — — — 19 2,561
1,053 212 38(1)  (132)(5) 72 1,243
20,776 2,334 — — 48(3)(4) 62 23,220
170,191 43,056 — (67) (517) 764 213,427
134,706 35,717 445 — (303) 720 171,285
27,922 8,834 — — (303)(2) 29 36,482
106,784 26,883 445 — — 691 134,803
3,246 1,024 ©)] — — 17 4,278
901 326 ) — — 1 1,219
734 221 — — — — 955
1,568 177 — — — 16 1,761
43 300 — — — — 343
17,752 2,502 22 — — 33 20,309
5,607 222 — — — — 5,829
698 95 — — — — 793
8,182 3,496 (458) 67)(1)  (214)(3)(4)(5) (6) 10,933
170,191 43,056 (67) (517) 764 213,427

(1) Reflects the cancellation of the book value (€105 million) of Cardine shares in the Sanpaolo IMI portfolio at the time of the
Cardine Merger, against the corresponding portion of Cardine’s net shareholders’ equity (€63 million). The merger
difference (€38 million), net of the share of amortization attributable to the period, is allocated to the “equity investments”
caption establishing a positive consolidation difference for the same amount.

(2) Reflects the elimination of the most significant reciprocal accounts between the Sanpaolo IMI Group and the Cardine group
as of December 31, 2001 (€282 million of loans to banks, €21 million of loans to customers and €303 million due to banks).

(3) Reflects the discounting of doubtful loans of the Cardine group to take account of the adoption of Sanpaolo IMI accounting
principles. The adjustment to loans is estimated at €94 million with a positive tax effect of €35 million included in “other

assets”.

(4) Reflects the adjustment of the portfolios of newly consolidated companies to reflect losses on investment securities of
€36 million, with a positive tax effect of €13 million which is included in “other assets”.

(5) Reflects offsetting positive consolidation differences against the negative differences of the Cardine group as of
December 31, 2001, in accordance with current Italian banking regulations.
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B. Liquidity and Capital Resources
Liquidity

For information concerning the principal categories of the Group’s funding sources, see Item 3.
“B. Selected Statistical Information—Funding Sources” at pages 60-62.

The following table sets forth the principal sources of funding for the Group by geographical
distribution.

At December 31,
2003 2002 2001

Other EU  Other Other EU  Other Other EU  Other
Italy countries countries Total Italy countries countries Total Italy countries countries Total

(millions of €)

1. Principal sources of funding

1.1due tobanks. ... ........ 8,181 12,955 7,398 28534 5989 9509 8,958 24456 6,774 12,645 8503 27,922
1.2 due to customers . . . .. .... 70,169 5096 4,728 79,993 72,667 8318 4295 8528053312 8,886 3,647 65845
1.3 securities issued . . .. . ... .. 37274 11479 2,800 51,553 36872 10923 3,766 51,561 25151 10,529 5159 40,839
1.4 other accounts . . . . . . ..... 5160 429 1,000 6589 4937 884 1,000 6821 3,699 1,008 1,000 5707
Total ..o 120,784 29,959 15926 166,669 120,465 29,634 18,019 168,118 88,936 33,068 18309 140,313
2. Guarantees and commitments . . 29,342 8,196 8213 45751 31,109 8,195 8753 48057 21,201 8,078 11,576 40,855

As a financial institution, Sanpaolo IMI’s sources of funding and certain off-balance-sheet
transactions are the principal components of its obligations and future commitments to make future
payments under contracts.

The majority of the funding is short-term: demand deposits make up approximately 41% of our
funding, demand and short-term funding (up to three months’ maturity) together make up
approximately 63% of our funding, while the balance is composed of fixed- and floating-rate funding,
including subordinated debt. The following table, which sets forth, as of December 31, 2003, the
principal components of Sanpaolo IMI’s sources of funding and off-balance-sheet transactions by
residual maturity, provides information of when those obligations and future commitments will fall due.

Specified maturity (as of December 31, 2003)

Between Between
On Up to3 3 and 12 1and 5
demand months months years Beyond 5 years
Fixed Indexed Fixed Indexed
rate rate rate rate  Unspecified Total

(millions of €)
1. Sources of funding

llduetobanks . ................ 3,902 12,674 3,808 692 2316 386 4,756 — 28,534
1.2 due to customers . ............. 63,275 14,471 1,160 410 154 394 129 — 79,993
1.3 securities issued:

—bonds . ....... ... .. ... ... 301 1,121 6,682 12,523 13,660 2,876 2,816 — 39,979

—certificates of deposit . ... ....... 120 4,542 1,174 1,162 50 93 8 — 7,149

—other securities . . ... ... ... .... 659 3,530 236 — — — — — 4,425
1.4 subordinates liabilities — — 564 1,114 75 1,930 2,731 — 6,414
Total funding . ... ............... 68,257 36,338 13,624 15,901 16,255 5,679 10,440 — 166,494
Off-balance sheet transactions . .. ... .. 12,286 166,651 148,374 72,389 32,735 52,003 1,331 — 485,769

In the course of 2003, Sanpaolo IMI made substantial investments to develop its business. To
ensure the maintenance of solvency ratios appropriate to the business, Sanpaolo IMI issued
subordinated debt in a total amount of €950 million.
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The following table analyzes the subordinated debt issued by Sanpaolo IMI by currency and
maturity.

Book value as Original Interest Maturity Book value as
Loans of 12/31/03 currency rate Issue date date of 12/31/02
(millions of €) (millions) (millions of €)

Preferred Securities in Euro . . . .. 1,000 1,000 8.126%(a) 11/10/00 (b) 1,000
Total innovative capital instruments

(Tier 1). ... .. 1,000 — — — — 1,000
Notes in Italian lire . .. ........ — — floating 06/15/93 06/15/03 6
Notes in US dollars . . ......... — — floating 07/12/93 07/30/03 158
Notes in US dollars . . ......... — — floating 09/15/93  09/15/03 95
Notes in US dollars . . ......... — — floating 09/24/93  09/24/03 85
Notes in Italian lire . . ......... — — floating 10/15/93 10/15/03 12
Notes in Canadian dollars . . . . . .. — — floating 11/10/93 11/10/03 91
Notes in US dollars . .. ........ 75 94 floating 11/30/93 11/30/05 90
Notesin Euro . .............. 355 361 floating 06/30/94 06/30/04 356
Subordinated loan in Italian lire . . 209 404,115 floating 06/30/97 08/01/04 209
Subordinated loan in Italian lire . . — —  530% 01/01/98 01/01/03 31
Subordinated loan in Italian lire . . — — floating 02/01/98 02/01/03 29
Subordinated loan in Italian lire . . — —  5.10% 06/01/98 06/01/03 13
Subordinated loan in Euro . .. ... 142 150 5.75% 09/15/99  09/15/09 148
Subordinated loan in Euro . ... .. 200 200 floating 10/01/99 10/01/09 199
Subordinated loan in Euro . ... .. 150 150 floating 12/10/99 12/10/09 150
Notesin BEuro . .............. 487 500  6.38% 04/06/00 04/06/10 500
Notesin Buro . .............. 349 350 floating 04/06/00 04/06/10 350
Notesin Euro............... 997 1,000 floating 09/27/00 09/27/10 997
Subordinated loan in Euro . ... .. — — floating 12/22/00  12/22/10 8
Subordinated loan in Euro . ... .. 17 20 1.00% 04/27/01 04/27/06 9
Subordinated loan in Euro . ... .. 299 300  5.55% 07/31/01 07/31/08 300
Subordinated loan in Euro . .. ... 1 1 floating 09/20/01 09/20/06 1
Subordinated loan in Euro . ... .. 200 200  5.16% 10/02/01 10/02/08 191
Notesin Euro . .............. 500 500 floating 06/28/02  06/28/12 499
Subordinated loan in Euro . ... .. 51 54 490%(c) 07/15/02 07/15/12 53
Subordinated loan in Euro ... ... 141 147 4.32%(d) 12/04/02 12/04/12 147
Notesin Euro . .............. 300 300 5.38% 12/13/02 12/13/12 297
Notesin Buro . .............. 343 350  3.75%(e) 06/09/03 06/09/15 —
Total subordinated liabilities

(Tier2)......... ... .. 4,816 — — — — 5,024
Subordinated loan in Euro . ... .. — —  555% 10/03/00  04/03/03 440
Subordinated loan in Euro . ... .. — — floating 11/06/00  05/06/03 149
Notesin Buro . .............. 349 350  2.98% 05/15/03 11/15/05 —
Subordinated loan in Euro . ... .. 50 50  1.50%(f) 06/26/03 11/15/07 —
Subordinated loan in Euro . .. ... 199 200 2.42% 06/30/03  12/30/05 —
Total subordinated liabilities

(Tier3).................. 598 — — — — 589
Total ........ ... ... .. ... ... 6,414 — — — — 6,613

(a) The remuneration of the preferred securities is fixed at 8.126% up to November 10, 2010. After that date, a
floating coupon will be paid at 12 months Euribor increased by 350 basis points.

(b) The securities cannot be redeemed. Only Sanpaolo IMI has the right to redeem the Notes, totally or partially,
and this right can be exercised after November 10, 2010.
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(c¢) Remuneration is paid on presentation of half-yearly coupons with a fixed rate of 2.45% for the first five years.
Then, a floating coupon will be paid.

(d) Remuneration is paid on presentation of half-yearly coupons with a fixed rate of 2.16% for the first five years.
Then, a floating coupon will be paid.

(e) Remuneration is paid on presentation of yearly coupons with a fixed rate of 3.75% for the first five years.
Then, a floating coupon will be paid.

(f) The first coupon is 1.44%.

The working capital requirements of the Group are fully met through its funding strategies and
Sanpaolo IMI believes that its credit standing will continue to give it access to both traditional and
innovative funding.

There are no legal or economic restrictions, except for regulatory restraints, on the ability of
subsidiaries to transfer funds to Sanpaolo IMI in the form of cash dividends, loan or advances, and
such restrictions have no material impact on the ability of the company to meet its cash obligations.

Shareholders’ Equity

Group shareholders’ equity was €10,995 million as of December 31, 2003, and showed the
following movements in the course of 2003:

Changes in
shareholders’
equity
(millions of €)
(unaudited)
Shareholders’ equity as of December 31,2002 . ... ............................ 10,537
DECreases . . . . . ..ottt e (568)
—DIVIdends . . . .. e (550)
—Exchange and other adjustments . ........... ... ... 9)
—Use of reserves for general banking risks . ............. .. ... . ... 9)
INnCreases . . . . ... . e 1,026
—DMonetary revaluation ... ... ... ... 54
—NEt INCOME . . . . ot e e e e e e 972
Shareholders’ equity as of December 31,2003 . ... .......... ... .. ... ......... 10,995

Apart from the distribution of the dividends relating to 2002 and the net income for 2003, the
changes in shareholders’ equity compared with the year-end 2002 reflect:

» among decreases, the use of €9 million of the reserve for general banking risks by certain
subsidiaries; and

e among increases, the effects of the monetary revaluation of real estate made, by Cassa di
Risparmio di Padova e Rovigo, Cassa di Risparmio in Bologna, Banca Popolare dell’ Adriatico
and Friulcassa in accordance with Law no. 342 of November 11, 2000 (as amended by Law
No. 350 of December 24, 2003).

Own Shares

As of December 31, 2003, the Parent Bank held 3,220,919 Sanpaolo IMI ordinary shares in its
portfolio, equal to 0.18% of Sanpaolo IMI’s ordinary share capital, which were recorded, among the
assets on the balance sheet, at market value in an amount of €34 million (€10.413 unit cost).

153



During 2003, the Group pursued the aim of concentrating the ownership of Sanpaolo IMI shares
in the Parent Bank, excluding those by Banca IMI in connection with its securities dealing activities.
The following were the Group’s transactions in Sanpaolo IMI shares during 2003:

As of December 31, 2002, the Parent Bank held just one own share in its portfolio with a
nominal value of €2.8 and a book value of €7.41, which it sold in 2003. In accordance with a
resolution of the general shareholders’ meeting authorizing the Group to purchase and dispose
of its own shares, during the year Sanpaolo IMI purchased 6,097,849 of its own shares, with a
nominal value of €17.1 million, for a total cost of €48.6 million. The shares were used as follows:

* 2,344,522 shares (€6.6 million nominal value), for a cost of €19 million, were assigned to
employees in connection with the extended employee stock plan. See: Item 6. “B.
Compensation—Stock Option Plans for the year ended December 31, 2003” on page 183
below;

* 434,953 shares (€1.2 million nominal value), for a cost of €3.7 million, were transferred to
Fondazione CR Venezia as payment of the debt arising from the price revision clause in the
former Cardine Banca share purchase agreement, entered into by the aforementioned
Fondazione and completed in 2001;

* 97,455 shares (€273,000 nominal value), with a book value of €800,000, were sold on the
market for approximately €900,000;

as of December 31, 2002, Prospettive 2001, a subsidiary, held 3,073,729 Sanpaolo IMI shares in
its dealing portfolio (€8.6 million nominal value), booked at a market value of €19.1 million.
During the first half of 2003, the company sold the entire shareholding on the market for
€22.7 million;

as of December 31, 2002, Banca Popolare dell’ Adriatico, a subsidiary, held 53,087 Sanpaolo IMI
shares in its dealing portfolio (€0.1 million nominal value), booked at a market value of

€0.3 million. During the first half of 2003, the company sold the entire shareholding on the
market for €0.4 million;

as of December 31, 2002, IMI Investimenti held 219,190 Sanpaolo IMI shares in its dealing
portfolio (€0.6 million nominal value), booked at a market value of €1.4 million. The entire
shareholding was sold on the market in July 2003 for €1.9 million;

as of December 31, 2002, Banca IMI, in connection with its securities dealing activity, held
1,594,744 Sanpaolo IMI shares in its portfolio (€4.5 million nominal value), booked at a market
value of €9.9 million. During the year the company purchased 8,542,252 shares (€23.9 million
nominal value), for a cost of €77.7 million, and sold 10,532,571 shares (€29.5 million nominal
value) for a total of €95.0 million. Consequently, as of December 31, 2003, among the liabilities
in Banca IMI’s accounts there was a “short position” in relation to 395,575 Sanpaolo IMI shares
(€1.1 million nominal value), attributable to Banca IMI’s normal dealing activity and financially
balanced by transactions in derivatives.

Regulatory Capital and Capital Adequacy

The following table sets forth the Tier I and the Tier II capital levels and the relative ratios of the
Sanpaolo IMI group at December 31, 2003 and 2002. In accordance with Bank of Italy regulations, the
ratios set forth with respect to the capital of Sanpaolo IMI have been calculated net of any dividend
distributions. The ratios reflect the clarifications made in the Bank of Italy’s technical note of August 3,
2001. See also Item 4. “C. Business Overview—Italian Banking Regulation and Corporate Governance
principles—Capital Adequacy Requirements” on page 90 above for further details.
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At December 31,

2003 2002
(millions of €, except
ratios)
Tier I capital
Share capital. . . ... ... e 5,144 5,144
Additional paid-in capital ...... ... .. ... 708 708
Reserves(1) . ..ot e 4,516 4,349
Preferred Securities in € . . .. ... .. . 1,000 1,000
Less: intangible assets . . .. ...ttt e (1,330)  (1,4306)
Tier I capital(2) . ... ... 10,038 9,765
Tier 1II capital
Revaluation TeSETVES . . . . v v ittt e e e e e 75 22
Subordinated debt. . .. ... .. .. e 4,326 4,348
Other positive IEMS . . . . .o vttt et e e e e e e e e 91 75
Other negative Items . . . . . . . it e (22) (39)
Tier IT capital . . . . ... e 4,470 4,406
Less: financial investments . . . . ... ... e (837) (470)
Total Tier I and Tier II capital (“Own Funds”) .......................... 13,671 13,701
Tier III capital subordinated loans . ................ .. ... ... .. .. ..... 598 589
Total Tier I, Tier II and Tier Il capital . . . ... .......................... 14,269 14,290
Total minimum capital(3) . ... ... ... . . . e 10,921 10,697
Excess capital(4) . . . .. .. .. e 3,348 3,593
Weighted assets (€/mil)
Lending risk . . . .. oo 124987 123,575
Market riSK. . . . o e 10,963 9,588
Other TeqUITEMENLS . . . . o . vttt et e e e e e e e e e 563 550
Total weighted assets . . . . ..ot e 136,513 133,713
Capital adequacy ratios (%)
Tier I capital/Total risk-weighted assets. . ............. ... ... .. ... ...... 7.4% 7.3%
Total capital/Total risk-weighted assets .. ............. ... ... .. ... ...... 105%  10.7%

(1) The item refers to the sum of the following Items of the consolidated financial statements: Item
170 “Reserves” plus Item 200 “Net income for the year” plus Item 140 “Minority interest” (net of
the portion referring to revaluation reserves) plus Item 130 “Negative goodwill arising on
application of the equity method” plus Item 100 “Reserve for general banking risks”, less dividend
distributed and treasury shares.

(2) Tier I regulatory minimum capital requirements are calculated as 4% of total risk-weighted assets.
(3) Total minimum capital requirements are calculated as 8% of total risk-weighted assets.

(4) This item represents the difference between Total Tier I, Tier II and Tier III capital and total
minimum capital.
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Material Commitments for Capital Expenditures

Estimate of
Aggregate Source of
Commitments Amount Funding

(millions of €)

The Sanpaolo IMI Group is committed to purchase equity securities of Italian
banks pursuant to put options granted to shareholders of such banks and to
participate in a capital increase of a corporate issuer pursuant to the exercise
of warrants. The longest of such commitments will expire in December 2008 . . 863.8 Internal

C. Tabular Disclosure of Contractual Obligations

The following table presents the Group’s contractual obligations at December 31, 2003.

At December 31, 2003
Payments due by maturity

between between
within 1 year 1 and 3 years 3 and 5 years beyond 5 years Total

(millions of €)

Long-term debt(1) . .............. 18,929 18,693 9,891 10,454 57,967
Lease obligations. . .............. 3 2 — — 5
Purchase obligations ............. 5 6 6 2 19
Other long term liabilities(2) . ...... 31,384 5,623 4,837 3,907 45,751
Total......................... 50,321 24,324 14,734 14,363 103,742

(1) Long-term debt includes senior debt securities and subordinated debt issues by the Group. See
Note 21 to the Consolidated Financial Statements on page F-133 and “Item 5—Liquidity and
Capital Resources—Liquidity” on page 159 above. It excludes debt due to customers and debt due
to banks since such debt is generally short-term in nature.

(2) Other long term liabilities includes guarantees (primarily of financial and commercial) and
commitments. See Note 20 to the Consolidated Financial Statements on page F-122.

Other off balance sheet arrangements

In the ordinary course of business and primarily to facilitate client transactions, the Group enters
into off balance sheet arrangements with unconsolidated entities. These arrangements include the
provision of guarantees on behalf of the Group’s customers, retained interests in assets which have
been transferred to an unconsolidated entity and obligations arising out of variable interests in an
unconsolidated entity.

In the normal course of business, the Group issues guarantees on behalf of its customers. In the
majority of cases, the Group will hold collateral against the exposure, have a right of recourse to the
customer, or both. In addition, the Group issues guarantees on its own behalf.

The main types of guarantees provided are commercial and financial guarantees given to public
entities, banks and financial institutions on behalf of customers to secure loans, overdrafts and other
facilities.

Further details of these guarantees are provided in Note 20 to the Consolidated Financial
Statements, at page F-122.
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We may provide financial support in connection with asset securitizations by retaining a
subordinated interest in the assets being securitized. In an asset securitization, we or the client sell
financial assets to a securitization vehicle that funds its purchase by issuing debt (asset-backed
securities) to investors. We neither control nor are the primary beneficiary of the securitization vehicle.

Further details of these guarantees are provided in Note 21 “Concentration and distribution of
assets and liabilities—Securitization transactions—Group securitization transactions” and “—third party
securitization transactions” to the Consolidated Financial Statements on page F-133.

D. Trend Information

Despite difficult market conditions, the results of the first quarter of 2004 confirmed the signs of
recovery which were already visible in the final months of 2003. The net income recorded in the first
quarter of 2004 was consistent with the growth performance set out in the budget for 2004.
Management also confirmed its objectives for 2005 as described in the 2003-2005 Business Plan which
contemplates, for 2005, a RoE of approximately 15% and a cost/income ratio of approximately 55%.
See Item 4. “B. Significant Developments During 2003—The 2003-2005 Plan” on page 65 above.

In a scenario marked by a general economic weakness, and on the basis of the income recorded in
the first quarter of 2004, management believes the Group will be less vulnerable to negative
performances in financial markets. The economic recovery expected for the end of 2004 may be
delayed to 2005; that may in part offset the positive trend shown in the first months of 2004,
particularly in relation to net interest income. Nevertheless, the Group believes that its 2003-2005 Plan,
based on the strategy of reinforcing its position in the domestic market and, in particular, in the Italian
market for smaller companies and the household sector, including consumer finance and retail
mortgages, will lead to a progressive improvement in RoE. In addition, the benefits of cost containment
and the integration of the Group’s bank networks should lead to improved benefits in the cost/income
ratio.

E. Critical Accounting Estimates
Critical accounting estimates with respect to our Italian GAAP financial statements

The discussion and analysis of our results of operations and financial condition are based on our
consolidated financial statements, which have been prepared in accordance with Italian GAAP. The
preparation of these financial statements requires management to apply accounting methods and
policies that are based on difficult or subjective judgments, estimates based on past experience and
assumptions determined to be reasonable and realistic based on the related circumstances. The
application of these estimates and assumptions affects the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the balance sheet date and the reported amounts of
income and expenses during the reporting period. Actual results may differ from these estimates given
the uncertainty surrounding the assumptions and conditions upon which the estimates are based. We
have summarized below our accounting estimates that require the more subjective judgment of our
management in making assumptions or estimates regarding the effects of matters that are inherently
uncertain and for which changes in conditions may significantly affect the results reported in the
combined and consolidated financial statements.

Detailed information regarding accounting policies is provided in Note 31 to the Consolidated
Financial Statements on page F-176.
Allowance for Loan Losses

The Group provides for losses existing in its loan book so as to state its loan portfolio at its
estimated realizable value. The assessment performed takes into consideration any guarantees or other
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security received, market prices (where applicable) and general economic conditions experienced by
different categories of borrower.

Estimated realizable value is determined following a detailed review of loans. This review is
conducted on a timely basis (as appropriate for the type of loan) and is consolidated for all loans
outstanding at the end of the period. The review considers the degree of risk associated with the
various forms of lending and also the risk of default inherent in performing loans as a result of general
economic circumstances.

The general provision against performing loans is calculated on a statistical basis, which provides a
historical valuation of portfolio risk. These provisions are integrated, at the Parent Bank level and
commercial networks, by a portfolio model based on risk management methodologies used for
monitoring and controlling credit risks.

The specific provision against doubtful loans involves estimating the amount and timing of future
financial flows arising, discounting those flows at an appropriate rate and estimating the enforceability
and amount which may be recovered through the sale of any security held or calling of any guarantees.

Subjective judgments are made in this process that may vary from person to person and team to
team. Furthermore, judgments change with time as new information becomes available or as workout
strategies evolve, resulting infrequent revisions to the specific provisions as individual decisions are
taken, case by case.

Determining the allowance for loan losses requires specific judgments applied to the results of the
statistical analysis. This is applied at business level where management takes account of the quality of
the statistical analyses and the relevance of historical data used in the analyses, current information,
and the general economic and environmental factors mentioned before.

Changes in the estimates and assumptions used in determining the allowance for loan allowance
could have a direct impact on the provision and could result in a change in the allowance. However,
experience suggest that the estimations and assumptions are reliable and stable.

Fair Values of Financial Instruments

Quoted market prices in active and liquid markets are the most reliable measure of fair value of
financial instruments because they accurately represent the prices paid for and received for financial
assets and liabilities. However, if such prices are not readily determinable, the Group calculates fair
value based on either internal valuation models or management’s estimate of amounts that could be
realized under current market conditions, assuming an orderly liquidation over a reasonable period of
time. Certain financial instruments, including OTC derivatives, are valued using pricing models that
consider, among other factors, contractual and market prices, credit risk, interest rate yield curve,
volatility factors and/or prepayment rates of the underlying positions. The main areas of judgment in
applying these models are:

* estimate the expected cash flows under the terms of each contract; and
* discount these values using an appropriate discount rate.

The use of different pricing models and assumptions could produce materially different estimates
of fair value. This will result in changes in the carrying value of the financial instrument where they are
carried at fair value. Where the instrument is carried at amortized cost, or the lower of cost and
market value, changes in their estimated fair value, arising from changes in management’s assumptions
on the above variables, may result in a write-down in their value. In this case, it will also be necessary
for management to exercise judgment as to whether or not changes in the underlying valuation
assumptions are only temporary.
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Goodwill

The Group capitalizes acquired goodwill and amortizes it over its useful economic life. There is a
rebuttable presumption that the useful economic life of purchased goodwill is limited and does not
exceed 20 years from the date of acquisition. This assessment involves management making judgments
and assumptions over:

* the nature of the acquired business;
* the economic environment in which it operates; and
* the period of time over which the value of the business is expected to exceed the value of assets.

Different assumptions and judgments may lead to a different amortization charge being recognized
in income during the period.

Under U.S. GAAP, goodwill is no longer amortized and therefore the Group must also consider at
least annually whether the current carrying value of the goodwill is impaired. The Group evaluates
impairment using a two-step process. First, the Group compares the aggregate fair value of the
reporting unit to its carrying amount, including goodwill. If the fair value exceeds the carrying amount,
no impairment exists. If the carrying amount of the reporting unit exceeds the fair value, then the
Group compares the implied fair value, defined below, of the reporting unit’s goodwill with its carrying
amount. If the carrying amount of the goodwill exceeds the implied fair value, then goodwill
impairment is recognized by writing the goodwill down to the implied fair value.

The first element of this allocation is based on the areas of the business expected to benefit from
the synergies derived from the acquisition. The second element reflects the allocation of the net assets
acquired and the difference between the consideration paid for those net assets and their fair value.
This allocation is reviewed following business reorganizations. The carrying value of the operating unit,
including the allocated goodwill, is compared to its fair value to determine whether any impairment
exists. A detailed calculation may need to be carried out taking into consideration changes in the
market in which a business operates (e.g. competition activity, regulatory change). In the absence of
readily available market price data to value the reporting units, judgment is required to:

* estimate the expected future cash flows of the reporting unit; and

* discount these values using an appropriate discount rate.

Changes in either of these variables could potentially impact upon whether or not any impairment
is recognized.

Pensions

The Group participates directly and indirectly into defined benefit pension schemes for part of its
employees. The pension cost for these schemes is assessed in accordance with the advice of a qualified
actuary. This cost is annually charged to the income statement. In determining this cost the actuarial
value of the assets and liabilities of the scheme are calculated. This involves modeling their future
growth and requires management and the actuary to make assumptions as to factors such as:

* price inflation;

* dividends and earnings growth;
* pension increases;

* return on new investments; and

* employee’s life expectancy.
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There is an acceptable range in which these estimates can validly fall. If different estimates within
that range had been selected the cost recognized in the income statement could be significantly altered.

Deferred Tax Asset Valuation Allowance

The Group recognizes deferred tax assets and liabilities for the estimated future tax effects of
temporary differences between the book value of the assets and liabilities and their fair value for tax
purposes, net operating loss carry forwards and tax credits. The recognition of deferred tax assets is
subject to management’s judgment based on available evidence that they are likely to be recovered. In
the event that we determine that we would not be able to realize all or part of our deferred tax assets
in the future, an adjustment to our deferred tax assets would be charged to income tax expense in the
period that the determination was made.

Provisions for risks and charges

Provisions are made for risks, charges and probable liabilities whose timing and extent cannot be
determined at period-end or at the time the financial statements are prepared. The use of different
estimates or assumptions by management could produce different provisions for risk and charges.

Significant accounting policies with respect to our reconciliation from Italian to U.S. GAAP

We include a reconciliation of net income and shareholders’ equity between Italian GAAP and
U.S. GAAP within Note 31 to the Consolidated Financial Statements on page F-176. The preparation
of this reconciliation requires management to consider accounting policies under U.S. GAAP to
determine whether or not a difference in GAAP exists, and to quantify the amount of that difference
where appropriate. These policies may also be based on difficult or subjective judgments, estimates
based on past experience and assumptions determined to be reasonable and realistic based on the
related circumstances.

Unless indicated otherwise, all of the significant accounting policies identified above, are equally
critical to preparation of the U.S. GAAP reconciliation, and involve similar judgment and assumptions
by management.

Business Combination

Goodwill and intangible assets include the cost of acquired subsidiaries in excess of the fair value
of the tangible net assets recorded in connection with acquisitions. Acquired intangible assets include
core deposit, customer list, brand and asset under management. Accounting for goodwill and acquired
intangible assets requires management’s estimate regarding (1) the fair value of the acquired intangible
assets and the initial amount of goodwill to be recorded, (2) the amortization period and (3) the
recoverability of the carrying value of acquired intangible assets.

To determine the initial amount of goodwill to be recorded upon acquisition, we have to determine
the consideration and the fair value of the net assets acquired. We use independent appraisers and our
internal analysis, generally based on discounted cash flow techniques, to determine the fair value of the
net assets acquired and non-cash components of the consideration paid. The actual fair value of net
assets acquired could differ from the fair value determined, resulting in an under- or over-statement of
goodwill.

The useful lives of acquired intangible assets are estimated based on the period over which the
assets are expected to contribute directly or indirectly to the future cash flows of the acquired entity.

The amortization period under U.S. GAAP is reviewed annually in light of the above factors for
acquired intangible assets. In making these assumptions, we consider historical results, adjusted to
reflect current and anticipated operating conditions. Because a change in these assumptions can result
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in a significant change in the recorded amount of acquired intangible assets, we believe the accounting
for business combination is one of our critical accounting estimates.

F. Recent Accounting Developments
Developments under Italian GAAP
Future accounting changes

Pursuant to EU regulations, we will be required to adopt IFRS (International Financial Reporting
Standards) accounting standards from January 1, 2005. We currently prepare our financial statements in
accordance with Italian GAAP and prepare a reconciliation of net income and shareholders’ equity to
U.S. GAAP, as required by applicable U.S. regulations. The objective of adopting IFRS is to improve
financial reporting and enhance transparency to assist the free flow of capital throughout the EU and
to improve the efficiency of the capital markets.

In December 2002, the Sanpaolo IMI Group launched a project to plan and implement the
changes necessary to prepare for the adoption of IFRS.

In the context of the project, the Parent Bank defined, at the end of 2003, Group guidelines aimed
at providing methodological and operational support to Group subsidiaries in their planning of
procedures to adapt to IFRS and continues to monitor the progress of the subsidiaries.

The project is divided into two principal areas of activity:

* the study and analysis of the new international accounting standards and the main issues arising
from their introduction. This activity, which involves about 120 specialists within the Parent Bank
and the principal subsidiaries, has enabled the production of the first IFRS-compliant version of
the Group Accounting Policies Handbook, which represents the single point of reference for the
Parent Bank and all the Group’s subsidiaries for the preparation of financial statements using
consistent Group policies;

* organization and IT activities, performed separately within the different Group areas on the
basis of the above-mentioned Group guidelines.

In particular, the Parent Bank’s activities are divided as follows:
* activities with respect to IT systems, which are underway and will be completed during 2004;

* organizational activities with respect to administration, valuation and accounting processes,
expected to be completed in the second half of 2004; and

* training activities with the aim of spreading knowledge of the new accounting framework
throughout the Group through special courses and meetings with different levels of
specialization and detail.

A valuation of the impact of the introduction of IFRS on the Group’s financial results can only be
made in the context of the above-mentioned project during 2004, as soon as the new and final
reference regulatory framework has been established. As of the date of this annual report, the
European Commission has still not approved the accounting policies relating to the valuation of
financial products and hedging transactions.

Developments under U.S. GAAP
FIN 46: “Consolidation of Variable Interest Entities—an interpretation of ARB No. 51"

In January 2003, the FASB issued FIN 46 *Consolidation of Variables Interest Entities’, as an
interpretation of Accounting Research Bulletin No. 51, ’Consolidated Financial Statements’. This was
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revised in December 2003 and reissued as FIN 46-R. FIN 46 addresses consolidation of variable
interest entities ("VIEs’) by parties holding variable interests in these entities. An entity is considered a
VIE if the equity investment at risk is not sufficient to permit the entity to finance its activities without
additional subordinated financial support or if the equity investors lack one of three characteristics of a
controlling financial interest. First, the equity investors lack the ability to make decisions about the
entity’s activities through voting rights or similar rights. Second, they do not bear the obligation to
absorb the expected losses of the entity if they occur. Lastly, they do not claim the right to receive
expected returns of the entity if they occur, which is the compensation for the risk of absorbing the
expected losses.

FIN 46 requires that VIEs be consolidated by the interest holder exposed to the majority of the
entity’s expected losses or residual returns, that is, the primary beneficiary.

In accordance with the transition provisions of FIN 46, Sanpaolo IMI adopted FIN 46 immediately
for all VIEs created or acquired after 31st January 2003, which did not have a material impact upon
net income and shareholders’ equity as determined under US GAAP as of, and for the year ended
December 31, 2003. Sanpaolo IMI will adopt FIN 46-R for all remaining VIEs in 2004. Sanpaolo IMI
is finalizing the process of reviewing its investment portfolio, including affiliates, as well as other
arrangements to determine whether Sanpaolo IMI is the primary beneficiary of any VIEs. Sanpaolo
IMI presently cannot predict whether or not the application of FIN 46 to VIEs created or acquired
prior to February 1, 2003 will have a material impact on Sanpaolo IMI’s net income and shareholders’
equity as determined under US GAAP.

SFAS 150: “Accounting for Certain Financial Instruments with Characteristics of both Liabilities and
Equity”

SFAS 150 “Accounting For Certain Financial Instruments with Characteristics of both Liabilities
and Equity” was issued in May 2003. The Statement improves the accounting for certain financial
instruments that, under previous guidance, issuers could account for as equity and requires that these
instruments be classified as liabilities in statements of financial position. This Statement is effective
prospectively for financial instruments entered into or modified after May 31, 2003 and otherwise is
effective at the beginning of the first interim period beginning after June 15, 2003. This statement shall
be implemented by reporting the cumulative effect of a change in an accounting principle for financial
instruments created before the issuance date of the Statement and still existing at beginning of the year
of adoption. Sanpaolo IMI will adopt the Standard for the financial instruments entered prior May 31,
2003 during 2004. Management does not expect adoption to have a material effect on net income and
shareholders’ equity as determined under US GAAP.

SOP 03-1: “Accounting and Reporting by Insurance Enterprises for Certain Non-Traditional
Long-Duration Contracts and for Separate Accounts”

The SOP was issued in July 2003 and provides guidance on accounting and reporting by insurance
enterprises for certain non-traditional long-duration contracts and for separate accounts. The SOP is
effective for financial statements for fiscal years beginning after December 15, 2003, with earlier
adoption encouraged. Sanpaolo IMI intends to adopt this SOP prospectively from January 1, 2004 and
the SOP may not be applied retrospectively to prior years’ financial statements. Sanpaolo IMI is
currently analyzing the impact of this SOP but expects that it will require various determinations, such
as qualification for separate account treatment, treatment of investments in separate account
arrangements not meeting the criteria in this SOP and adjustments to contract holder liabilities,
including consideration of certain guarantees.
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SOP 03-3: “Accounting for Certain Loans or Debt Securities Acquired in a Transfer”

The SOP addresses accounting for differences between the contractual cash flows and cash flows
expected to be collected from an investor’s initial investment in loans or debt securities acquired in a
transfer if those differences are attributable to credit quality. This SOP is effective for loans acquired in
accounting periods beginning after December 15, 2004. Sanpaolo IMI is currently assessing the impact
of this SOP on its GAAP reconciliations.

ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. Directors and Senior Management

Board of Directors

The Board of Directors of Sanpaolo IMI was renewed by the general shareholders’ meeting of
April 29, 2004, which also approved the financial statements for the year ended December 31, 2003. At
the general shareholders’ meeting, a new Board of Directors was elected for a two-year term. The
mandate of the newly-elected Board of Directors will expire at the general shareholders’ meeting called
to approve the financial statements for the year ended December 31, 2006.

The following tables set forth the names, position and year of appointment of the members of the
Board of Directors of Sanpaolo IMI to the shareholders’ meeting of April 29, 2004 and the new Board
of Directors elected at that meeting, respectively.

Composition of the Board of Directors until the shareholders’ meeting of April 29, 2004

Name Age Position Appointed
Rainer Stefano Masera . .. ..................... 60 Chairman 1997(1)
Pio Bussolotto .. ... ... ... . ... 68 Managing Director 2002
Alberto Carmi . ...t 80 Director 2000
Giuseppe Fontana . ........... ... ... .. ... .... 50 Director 1998
Richard Gardner . .......... .. ... ... .. ... .... 76  Director 2001
Alfonso Iozzo . ....... ... . ... .. 61 Managing Director 2001
Mario Manuli .......... ... .. ... .. . . ... 64 Director 2001
Luigi Maranzana ................ .. ... ....... 63 Managing Director 1997
Antonio Maria Marocco . .. ... .. .o oo 69 Director 2003
Virgilio Marrone . ............ .. .. ... .. .. ... 57 Director 1998
Abel Matutes Juan . . . ........ .. .. L o L. 62 Director 2001
Iti Mihalich . ...... ... .. .. .. . .. ... 72 Director 1997
Anthony Orsatelli. .. ............ ... ... ...... 53 Director 2003
Emilio Ottolenghi ............ ... .. .. ... .... 72 Director 1995
Orazio ROssi . ........ouiiiiin ... 72 Deputy Chairman 2002(2)
Gian Guido Sacchi Morsiani . . .................. 69 Director 2002
Enrico Salza ............. ... ... . ... ... 67 Deputy Chairman 1998(3)
Rémi Francois Vermeiren . ..................... 64 Director 1998

(1) Became Chairman in 2001.
(2) Became Deputy Chairman in 2002.
(3) Became Deputy Chairman in 2001.
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Composition of the Board of Directors after the shareholders’ meeting of April 29, 2004

Enrico Salza ...............
Maurizio Barracco ...........
Pio Bussolotto . .............
Giuseppe Fontana ...........
Ettore Gotti Tedeschi .. .......
Alfonso Iozzo ..............
Virgilio Marrone ............
Iti Mihalich ................
Antony Orsatelli. . ...........
Emilio Ottolenghi ...........
OrazioRossi ...............
Gian Guido Sacchi Morsiani . . . .
Alfredo Saenz Abad . .........
Mario Sarcinelli . ............
Leone Sibani . ..............
Alberto Tazzetti . ............
José Manuel Varela ..........

(1) Became Chairman in 2004.

For a discussion of the election of the Board of Directors, see Item 7. “A. The Major

Shareholders—Agreements Among Shareholders” on page 193 below.

Senior Management

Age Position Appointed
................ 67 Chairman 1998(1)
................ 60 Director 2004
................ 68 Director 2002
................ 50 Director 1998
................ 59  Director 2004
................ 61 Managing Director 2001
................ 57 Director 1998
................ 72  Director 1997
................ 53  Director 2003
................ 72  Director 1995
................ 72 Deputy Chairman 2002
................ 69 Director 2002
................ 61 Director 2004
................ 70  Director 2004
................ 67 Director 2004
................ 56 Director 2004
................ 57 Director 2004

The following table sets forth the members of the senior management (the “Senior Managers™) of
Sanpaolo IMI as of the date of this annual report, their age, positions with Sanpaolo IMI and year of

appointment.

An extraordinary shareholders’ meeting has been convened for June 29, 2004 (first call) and

June 30, 2004 (second call), at which the shareholders will be asked to approve amendments to

Sanpaolo IMI’s bylaws allowing, among other things, for the creation of a new senior management

position of General Manager. See Item 7. “A. The Major Shareholders—Agreements Among
Shareholders” on page 193 below.

Name Age
Alfonso Iozzo.......... 61
Roberto Firpo .. ....... 58
Marina Tabacco ........ 49
Alfredo Checchetto. . . ... 59
Bruno Picca . .......... 54
Pier Luigi Curcuruto. . . .. 54
AldoGallo............ 55
Maurizio Montagnese . ... 48
Bruno Mazzola......... 56
Piero Luongo ... ....... 49

Position Appointed
Managing Director 2001
Head of Corporate Department 2004
Head of Private & Retail Department 2004
Head of Coordination North East Department 2004
Head of Finance and Administration Department 2004
Head of MOI Department 2000
Head of Audit Department 1999
Head of Personnel and Organization Department 1999
Head of Shareholdings Department 2004
Head of General Affairs and Legal Department 2001

164



Biographical Data
The following is selected biographical data of the current Directors:

Enrico Salza, Chairman. Mr. Salza was Deputy Chairman of Sanpaolo from 1984 to 1995 and of
Sanpaolo IMI from 2001 to 2004. He is an entrepreneur and the managing director of Tecno Holding
S.p.A. He was formerly chairman of the Turin Chamber of Commerce and Unioncamere Piemontese.
He served as managing director of Cerved S.p.A. until 2002, director of Union Bank of Switzerland in
Italy and deputy chairman and managing director of Il Sole 24 Ore from 1971 to 1989, as well as a
director of Compagnia di San Paolo. He is chairman of the Centro Congressi “Torino Incontra”,
honorary chairman of the Associazione Sviluppo Scientifico e Tecnologico del Piemonte and a member
of the executive committee of the International Chamber of Commerce.

Maurizio Barracco has been managing director of Veedol Lubrificanti S.p.A. and president of
SAEL Italia S.p.A.. Director of RCS Editori S.p.A. from 1984 to 2002, he is currently director of RCS
Daily Newspapers S.p.A. From 2000 he has been managing director of Gruppo Arin and chairman of
Consorzio Acqua Blu.

Pio Bussolotto, Managing Director of Sanpaolo IMI from 2002 to 2004, was also managing director
of Cardine Banca, Cassa di Risparmio di Padova e Rovigo and Casse Venete Banca. Since 2001 he is a
member of the Board of Directors of Fondo Interbancario di Tutela dei Depositi. He has been a
director of Camera di Commercio Industria Artigianato e Agricoltura di Padova and of Mediovenezie
Banca.

Giuseppe Fontana is an entrepreneur, heading the holding Gruppo Fontana, international leader in
the production of bolts and nuts. He is director of the hotel group Villa d’Este, vice chairman of the
Associazione Industriali of Monza and Brianza. He is director of Banca Fideuram and of Banca
Popolare di Sondrio. Since 1995 he has been director of IMI and then of Sanpaolo IMI.

Alfonso lozzo, Managing Director, has spent his professional career at Sanpaolo, where he entered
in 1961. He was Head of the Research Department, then the Foreign Department and subsequently
Deputy General Manager of the Bank. With the reorganization of the Bank upon its transformation
into a limited company he became Joint General Manager in 1992 and then in 1995 General Manager
of the holding Gruppo Bancario Sanpaolo. From February 1995 he was secretary general of the
Compagnia di San Paolo, an office which he left upon being nominated to his current role in the bank.

Ettore Gotti Tedeschi is senior country representative of Santander Central Hispano, whose Italian
branch he established in 1993, and chairman of Banca Finconsumo. Previously he was co-founder and
Senior Partner of Akros Finanziaria, managing director Merchant Banking and chairman of Azimut. He
teaches at the Universita Cattolica di Milano and is a director of the Cassa of Depositi e Prestiti.

Virgilio Marrone has been a director of IFI S.p.A. since 1973, first as assistant to the managing
director, then as Secretary General. From 1993 he was joint General Manager and responsible for
business development of IFI S.p.A. and from 2002 General Manager of IFI S.p.A. He is also director
of Exor Group, Luxembourg.

Iti Mihalich is chairman of Societa Reale Mutua di Assicurazioni, Banca Reale, Rem Assicurazioni
and Reale Immobili and of other Italian and foreign insurance companies. He is also Deputy Chairman
of Ala Assicurazioni S.p.A. and director in Friulcassa S.p.A, Sara Assicurazioni S.p.A., Sara Vita S.p.A.

Anthony Orsatelli worked in the French premier’s office and finance ministry from 1977 to 1987.
He then moved to Banque Nationale de Paris with assignments in London and Tokyo. In 1995 he
joined the CDC group. He became chief executive of CDC Ixis in 2003. In 2003 he has been appointed
as member of the Committee of Caisse Nationale des Caisses d’Epargne, with responsibility on
Financing and Capital Market activities.
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Emilio Ottolenghi is a petroleum entrepreneur and from 1959 managing director of “La Petrolifera
Italo-Rumena S.p.A.”. From 1993 to 1995 he was chairman of the Gruppo Bancario Credito
Romagnolo S.p.A. and from 1995 to 1998 deputy chairman of Sanpaolo, then Director of Sanpaolo
IMI; from 1999 to 2002 he was deputy chairman of Sanpaolo IMI Private Equity.

Orazio Rossi, Deputy Chairman, is a commercial and industrial entrepreneur. He was chairman of
Cardine Banca until 2000. He joined the board of directors of Sanpaolo IMI and was appointed
Deputy Chairman in March 2002. He is currently a member of the board of directors of the
Associazione fra le Casse di Risparmio Italiane and he is a member of the Executive Committee of the
Associazione Bancaria Italiana. He was previously a member of the board of directors of the Rovigo
Chamber of Commerce and of Federalcasse Banca.

Gianguido Sacchi Morsiani has been a university professor of administrative law since 1997 and is
the author of many legal publications. He has also worked as European Commission expert in
connection with the harmonization of the legislations of EU countries. He has been a member of the
Technical Committee of the Finance Ministry and Chairman of I.C.C.R.I. He was the chairman and
deputy chairman of Cardine Banca. He has been chairman of Cassa di Risparmio in Bologna since
1980.

Alfredo Saenz Abad was executive director of Tubacex S.A. from 1965 to 1980, then moving to
banking where he had important roles in Banco de Vizcaya, Banca Catalana and Banco Bilbao Vizcaya,
going on to become chairman of Banesto in 1993. From 1999 he was a director of Santander Central
Hispano, becoming in 2002 deputy chairman and managing director. He is also vice chairman of
Santander Central Hispano Investment.

Mario Sarcinelli began his career with the Bank of Italy, where he had various positions, becoming
deputy general manager from 1976 to 1981. He was General Manager of the Treasury from 1982 to
1991, he was Foreign Trade Minister in 1987. Vice Chairman of the new European Bank for
Reconstruction and Development from 1991 to 1994, from 1994 to 1998 he was Chairman of Banca
Nazionale del Lavoro. He teaches at “La Sapienza” (Rome) university and Luiss university.

Leone Sibani is chairman of Sanpaolo IMI Private Equity (from 2002) and is a director of Cassa di
Risparmio in Bologna, Banca Popolare dell’Adriatico (from 2003) and Sanpaolo IMI Internazionale
(from 2002). He is also a director of Compagnia Assicuratrice Unipol S.p.A. and director of the
Associazione per lo Sviluppo degli Studi di Banca e Borsa.

Alberto Tazzetti is a partner and director of Sicurezza Lavoro S.r.l. and director of the Centrale del
Latte di Torino Spa. He is also a member of the Comitato Esecutivo della Piccola Industria and
member of the Consiglio Direttivo of the Confindustria, and Deputy Chairman of the Unione
Industriale of Turin.

Jose Manuel Varela began his career in the Research Department of the Spanish Ministry of
Commerce, subsequently holding important roles in Banco Iberico S.A. and Banco Exterior S.A. de
Espana. From 1987 he has worked for Santander Central Hispano, where he is responsible for the
European Division, Consumer Banking in Europe and Strategic Alliances.

The following is selected biographical data of the Senior Managers (other than of Mr. lozzo whose
selected biographical data is presented above):

Roberto Firpo is responsible for the Corporate Department having pursued his career within
Sanpaolo IMI covering various posts in different sectors.

Marina Tabacco is responsible for the Private & Retail Department having pursued her career
within Sanpaolo IMI covering various positions in different sectors.
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Alfredo Checchetto is responsible for the Coordination North East Department. Prior to the merger
of Sanpaolo IMI and Cardine Finanziaria he was the General Director of Cardine Finanziaria and held
various positions in Cassa di Risparmio di Padova e Rovigo.

Bruno Picca is responsible for the Finance and Administration Department pursued his career
within Sanpaolo IMI holding various positions in different sectors including Financial Control and
Planning.

Pier Luigi Curcuruto is responsible for the Integrated Operation Vehicle. He has pursued his
professional career with various companies, including Italtel, System & Management, EDS Europa and
Banca Popolare di Milano.

Aldo Gallo is responsible for the Audit Department having pursued his career within Sanpaolo IMI
covering various positions in different sectors.

Maurizio Montagnese is responsible for Sanpaolo IMI Group Human Resources. Previously he held
similar positions in Unicredito, Cassa di Risparmio di Verona and Olivetti.

Bruno Mazzola is responsible for Shareholdings Department having pursued his career within
Sanpaolo IMI holding various positions in subsidiaries of the Parent Bank.

Piero Luongo is the Corporate Secretary and General Counsel. Prior to the merger of Sanpaolo
and IMI he pursued his professional career in IMI covering various positions.

Other principal directorships

With reference to the current directors of the Bank, the following table sets forth the principal
positions held by the Directors and the Statutory Auditors in other companies listed on regulated
markets. The table also sets forth the offices of the current Sanpaolo IMI Directors in banking,
financial and insurance companies.

For information about the principal positions held in other companies by the Sanpaolo IMI Board
of Directors prior to the general shareholders’ meeting of April 29, 2004, see the Corporate
Governance Report attached to this annual report as Exhibit 11.1.

Director Office Company
Enrico Salza ................ Managing Director Tecnoholding S.p.A.
Director Sanpaolo IMI International
S.p.A.
Director Thera It Global Company
Maurizio Barracco .. .......... Director R.C.S. Quotidiani S.p.A.
Pio Bussolotto .. ............. Managing Director Cassa di Risparmio di
Padova e Rovigo S.p.A.
Director Cassa di Risparmio di
Firenze S.p.A.
Giuseppe Fontana ............ Director Banca Popolare di Sondrio
Director Banca Fideuram S.p.A.
Ettore Gotti Tedeschi .. ........ Chairman Banca Finconsumo S.p.A.
Deputy Chairman Alerion Industries
Director Cassa Depositi e Prestiti
Director Endesa Italia S.p.A.
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Director Office Company

Alfonso Iozzo ............... Chairman Banca OPI S.p.A.
Chairman Sanpaolo Banco di Napoli
S.p.A.
Director Sanpaolo IMI Investimenti

per lo Sviluppo S.p.A.
Member of the Supervisory Board CDC Finance—CDC Ixis

S.A.
Virgilio Marrone ............. Director Exor Group—Luxemburg
Iti Mihalich ................. Chairman Societa Reale Mutua di
Assicurazioni
Chairman Banca Reale S.p.A.
Chairman Rem Assicurazioni S.p.A.
Chairman Reale Immobili
Chairman Blue Assistance
Chairman La Piemontese Assicurazioni
S.p.A.
Chairman La Piemontese Vita S.p.A.
Chairman Compagnia Italiana di Prev.,
Ass.ni e Riass.ni
Chairman LS.E. S.p.A.
Chairman Reale Seguros Generales
S.A.
Chairman Reale Vida S.A.—Compania
de Seguros y Reaseguros
S.A.
Chairman Reale Asistencia—Compania
de Seguros S.A.
Chairman Agemut—Sociedad de
Agencia de Seguros de
Mutral S.A.
Chairman Reale Sum—Agrupacion de
Interes Economico
Chairman Inmobiliaria Grupo
Asegurador Reale S.A.
Chairman Eficalia Servicios S.A.
Chairman Rem Vie S.A.
Deputy Chairman Ala Assicurazioni S.p.A.
Director Friulcassa S.p.A.
Director Sara Assicurazioni S.p.A.
Director Sara Vita S.p.A.
Afredo Saenz Abad ........... Deputy Chairman Santander Centaral Hispano
Investment
Gianguido Sacchi Morsiani . . . . .. Chairman Finemiro Banca S.p.A.
Anthony Orsatelli. . ........... President du Directoire CDC Finance CDC Ixis S.A.
President du Directoire CDC Ixis Capital Markets
S.A.
Membre due Directoire Caisse Nationale des Caisses

d’Epargne S.A.
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Director

Office

Company

President du Conseil de
Surveillance
Vice-President du Conseil de
Surveillance

Membre du Conseil de
Surveillance

Membre du Conseil de
Surveillance

Membre du Conseil de
Surveillance

Membre du Conseil de
Surveillance

Membre du Conseil de
Surveillance

Membre du Conseil de
Surveillance

Membre du Conseil de
Surveillance

President du Conseil
d’Administration
President du Conseil

President du Conseil
Chairman of the Board of
Directors

Chairman of the Board of
Directors

Chairman of the Board of
Directors

Chairman of the Board of
Directors

Chairman of the Board of
Directors

Chairman of the Board of
Directors

Chairman of the Board of
Directors

Chairman of the Board of
Directors

Member of the Board of
Directors

Member of the Board of
Directors

Member of the Board of
Directors

Member of the Board of
Directors

Member of the Board of
Directors
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CDC Ixis Securities S.A.

CDC Ixis Lef RothSchild
Midcaps S.A.
Sogeposte S.A.

CDC Ixis Financial
Guaranty Holding S.A.
CDC Ixis Financial
Guaranty S.A.

CDC Ixis Financial
Guaranty Europe S.A.
CDC Ixis Asset
Management S.A.
Ecureuil Gestion S.A.

Ecureuil Gestion FCP S.A.
Gimar Finance S.C.A.

CDC Ixis Private Capital
Management S.A.

CDC SP

Nexgen Financial Holding
Limited

Nexgen Re Limited

CDC Ixis Capital Markets
North America

CDC Commercial Paper

Corp.
CDC Financial Products Inc.

CDC Mortgage Capital Inc.
CDC Derivatives Inc.

CDC Funding Corp.

CDC Municipal Products
Inc.

CDC Servicing Inc.

CDC Ixis North America

CDC Securities Inc.

CDC Ixis AM US
Corporation



Director Office Company
Member of the Board of Euroclear Plc
Directors
Member of the Board of CDC Ixis Financial
Directors Guaranty Services Inc.

Emilio Ottolenghi ..........

Orazio Rossi . .............

Mario Sarcinelli . ...........

Leone Sibani . .............

Alberto Tazzetti . ...........

José Manuel Varela .........

Board of Statutory Auditors

Member of the Board of
Directors

Member of the Board of
Managers

Chairman
Managing Director

Director
Chairman

Chairman

Director
Director

Chairman
Director
Director

Director

Chairman
Director

Diretor

Director
Director
Director

CDC Ixis Financial
Guaranty North America
Inc.

Vis S.p.A.

La Petrolifera Italo Rumena
S.p.A.

Argus Fund S.A.

Cassa di Risparmio di
Padova e Rovigo S.p.A.
Sanpaolo IMI Internazionale
S.p.A.

Ina Vita S.p.A.

Cassa Depositi e Prestiti
S.p.A.

Sanpaolo IMI Private Equity
S.p.A.

Sanpaolo IMI Internazionale
S.p.A.

Banca Popolare
dell’Adriatico S.p.A.

Biesse S.p.A.

Sicurezza Lavoro S.r.l.
Centrale del Latte di Torino
& Co. S.p.A.

Santander Consumer
Finance

CC—~Credit Hungria
CC—Bank Polania
Banque Commerciale du
Maroc

The statutory auditors are elected for a three-year term and may be re-elected. At least two of the
members of Sanpaolo IMI’s Board of Statutory Auditors must be elected by minority shareholders. In
case any of the statutory auditors ceases for any reason to serve in such capacity, the alternate auditor
automatically replaces him until the next shareholders’ meeting, at which a replacement will be elected
by the shareholders. Statutory auditors are required to attend the general meeting of shareholders,

Board of Directors meetings and Executive Committee meetings.

As specified in Item 4. “C. Business Overview—Italian Banking Regulation and Corporate
Governance principles—Corporate Governance—Audit Committee” on page 97 above, Sanpaolo IMI
has designated the Board of Statutory Auditors, and the Board of Statutory Auditors has accepted such
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designation as Sanpaolo IMI’s audit committee for purposes of Rule 10A-3 under the Securities
Exchange Act.

As already specified (see Item 4. “C. Business Overview—Italian Banking Regulation and
Corporate Governance principles—Corporate Governance—Audit Committee” on page 97 above) the
Board of Statutory Auditors is responsible for monitoring the compliance with applicable laws and
regulations with its bylaws and the observance of the principles of good administration; in particular,
the statutory auditors monitor the adequacy of Sanpaolo IMI’s organization and administrative
structure, its bookkeeping and working system. The Board of Statutory Auditors is also responsible for
reviewing the exchange of information between Sanpaolo IMI and its subsidiaries, to ensure compliance
with legal reporting requirements.

The following table sets forth, as of the date of this annual report, the names of the members of
the Board of Statutory Auditors of Sanpaolo IMI, who were elected by the general meeting of
shareholders on April 30, 2002, for the three years 2002-2004. The alternate auditor, Gian Luca
Galletti, was appointed by the general shareholders’ meeting of April 29, 2004, in place of Antonio
Ottavi, who resigned as alternate auditor from January 19, 2004.

Name Age Position
Mario Paolillo . ....................... 72  Chairman of Board of Auditors
Aureliano Benedetti . . .................. 67  Auditor

Maurizio Dallocchio . .. ................. 45  Auditor
PaoloMazzi.......... ... ... 56  Auditor

Enrico Vitali ......................... 42 Auditor

Stefania Bortoletti . .................... 36  Alternate Auditor

Gian Luca Galletti .. ................... 42 Alternate Auditor

Independent Auditors

The financial statements of Sanpaolo IMI are required to be audited by an independent auditing
firm whose assignment has to be approved by the general meeting of shareholders that approves the
annual financial statements. The resolution of the general meeting of shareholders’ authorizing such
appointment must be furnished to CONSOB together with the Board of Statutory Auditors’ opinion on
the appointment. In accordance with Italian law, such appointment is for three years and the general
meeting of shareholders may not appoint the same external auditors for more than three consecutive
three-year terms. The report issued at the end of the audit is defined as an opinion with or without
qualification and not a “certification”. Arthur Andersen S.p.A. audited the financial statements of
Sanpaolo IMI and its predecessor, Sanpaolo, since the fiscal year ending December 31, 1992 and
terminated its assignment with the opinion for the fiscal year 2000. PricewaterhouseCoopers S.p.A. was
appointed by the general meeting of shareholders on April 28, 2000 for the three year term 2001-2003
and was confirmed for the three-year term 2004-2006 by the general shareholders’ meeting on April 29,
2004.
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B. Compensation

The following tables set forth the compensation paid to or accrued by Directors and Statutory
Auditors of Sanpaolo IMI for the year ended December 31, 2003:

Compensation
Office (thousands of €)
Remuneration for
the office in the
company that
prepares the Non-  Bonuses and
Description Expiry of financial monetary other Other
Surname and Name of office Period in office Office(*) statements benefits incentives(1) compensation(2)
Directors
MASERA Rainer Stefano . .. Chairman of January 1, 2003— 2003 742 15 899 (a)

the Board of December 31, 2003
Directors(3)

ROSSI Orazio . .. ........ Deputy January 1, 2003— 2003 181 — 63 290(b)
Chairman of December 31, 2003
the Board(3)

SALZA Enrico . ......... Deputy January 1, 2003— 2003 184 — 85 6
Chairman of December 31, 2003
the Board(3)

BUSSOLOTTO Pio . ...... Managing January 1, 2003— 2003 742 — 899 (c)
Director(3)  December 31, 2003
10ZZ0 Alfonso . ........ Managing January 1, 2003— 2003 742 — 899 (d)
Director(3)  December 31, 2003
MARANZANA Luigi ... ... Managing January 1, 2003— 2003 742 — 899 (e)
Director(3)  December 31, 2003
CARMI Alberto . . ....... Director January 1, 2003— 2003 63 — 80 —
December 31, 2003
FONTANA Giuseppe . ... .. Director January 1, 2003— 2003 101 — 85 36
December 31, 2003
GARDNER Richard. . .. ... Director January 1, 2003— 2003 63 — 54 —
December 31, 2003
MANULI Mario . ........ Director January 1, 2003— 2003 83 — 80 —
December 31, 2003
MAROCCO Antonio Maria . . Director April 29, 2003— 2003 44 — — —
December 31, 2003
MARRONE Virgilio. . .. ... Director(3)  January 1, 2003— 2003 98(f) — ) —
December 31, 2003
MATUTES Abel . ........ Director January 1, 2003— 2003 62 — 49 —
December 31, 2003
MIHALICHIti .......... Director(3)  January 1, 2003— 2003 94 — 80 11
December 31, 2003
ORSATELLI Anthony. . . . .. Director September 12, 2003 17 — — —
2003—
December 31, 2003
OTTOLENGHI Emilio . . . . . Director January 1, 2003— 2003 79 — 85 6

December 31, 2003
SACCHI MORSIANI

Gian Guido . ........... Director January 1, 2003— 2003 53 — 71 311(g)
December 31, 2003
VERMEIREN Remi Francois . Director January 1, 2003— 2003 64 — 4 —

December 31, 2003
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Compensation
Office (thousands of €)

Remuneration for
the office in the
company that

prepares the Non-  Bonuses and
Description Expiry of financial monetary other Other
Surname and Name of office Period in office Office(*) statements benefits incentives(1) compensation(2)
BOUILLOT Isabelle . . . .. .. Director(4)  January 1, 2003— (h) — (h)
September 2, 2003
GALATERI DI GENOLA E
SUNIGLIA Gabriele. . . . ... Director(4)  January 1, 2003— 12 — 36
April 13, 2003
Statutory Auditors
PAOLILLO Mario . ....... Chairman of January 1, 2003— 2004 109 — — 223
Statutory December 31, 2003
Auditors
BENEDETTI Aureliano . . .. Statutory January 1, 2003— 2004 72 — — 78
Auditor December 31, 2003
DALLOCCHIO Maurizio . . . Statutory January 1, 2003— 2004 74 — — 41
Auditor December 31, 2003
MAZZI Paolo . . ......... Statutory January 1, 2003— 2004 75 — — —
Auditor December 31, 2003
VITALI Enrico . .. ....... Statutory January 1, 2003— 2004 71 — — —
Auditor December 31, 2003

(*) Date of general shareholders’ meeting called to approve the financial statements for the year.

(1) This includes

(@)
©)
4)

—for the Chairman and Managing Directors, the variable part of the compensation for 2003, as decided by the Board of
Directors on March 2, 2004;

—for the Directors, the compensation corresponding to the profit for the year 2002 of €889,000, divided proportionally to
their presence at meetings held during the year, on the basis of a motion of the Board of Directors following the approval of
the financial statements for 2002. For the year 2003, the amount due, calculated according to Group results, was €1,458,000.

Compensation matured with subsidiaries of Sanpaolo IMI.

Members of the Executive Committee.

Members of the Board of Directors stepping down from office in 2003.

(2)
(b)

(©

(d)
(e)
®

(8

(h)

€164,000 paid to Sanpaolo IMI.

In addition to the amount shown in the table €162,000 was paid by the former Cardine Finanziaria, which was merged
into Sanpaolo IMI from December 31, 2003.

€707,000 paid to Sanpaolo IMI, of which €434,000 paid by the former Cardine Finanziaria, which was merged into
Sanpaolo IMI from December 31, 2003.

€343,000 paid to Sanpaolo IMI.
€341,000 paid to Sanpaolo IMI.

In addition to the amount shown in the table, €19,000 in emoluments of office and €80,000 in bonus and other
incentives (relating to the variable part of the emolument for 2002) was paid to IFI S.p.A.

In addition to the amount shown in the table, €197,000 was paid by the former Cardine Finanziaria, which was merged
into Sanpaolo IMI from December 31, 2003.

€77,000 paid to CDC IXIS Italia Holding S.A., of which €41,000 in emoluments of office and €36,000 in bonus and
other incentives (variable part of the emolument for 2002).
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The aggregate compensation for the year ended December 31, 2003 for the Senior Managers
holding such positions as of December 31, 2003 was approximately €8.4 million, including the
compensation received by certain Senior Managers for positions within the Group that they no longer
hold. The above-mentioned compensation includes bonuses of approximately €4 million.

Sanpaolo IMI pays annual bonuses to the Managing Directors based on corporate performance,
measured primarily by the Group’s profitability. The annual bonuses also reflect the achievement of
economic targets planned for the Group and for the areas of responsibility of each Managing Director.

Stock option plans for the year ended December 31, 2003

The shareholders’ meeting, held on July 31,1998 authorized the Board of Directors to introduce
stock option plans in favor of Group executives, resorting to increases in capital against payment up to
a maximum amount subsequently determined to be €40 million, corresponding to 14,285,714 shares.

In accordance with this mandate, the Board of Directors approved the following stock option
plans:

* a first plan, dated February 9, 1999 assigning to the Managing Directors and to 56 other
executives a total of 6,772,000 options in three equal tranches exercisable from 2000, 2001 and
2002, respectively, and expiring on March 31, 2003 (extended to March 31, 2004 by resolution of
the Board of Directors on July 30, 2002), at a strike price of €12.396 per share;

* a second plan, dated June 27, 2000, assigning to the Managing Directors and to 122 other
executives, 3,378,270 options exercisable from 2003 and expiring on March 31, 2005, at a strike
price of €16.45573 per share;

* a third plan, dated December 18, 2001, assigning to 171 Group executives, including 40
executives of the Group’s subsidiaries, 4,030,000 options exercisable after the issue of the
dividend for 2003 and expiring on March 31, 2006, at a strike price of €12.7229 per share.

On April 30, 2002, the shareholders’ meeting granted a new power of attorney to the Board of
Directors to approve stock incentive plans in favor of Group executives, resorting to increases in capital
against payment up to a maximum amount of €51,440,648, corresponding to 18,371,660 shares.

In accordance with this mandate, the Board of Directors, on December 17, 2002, approved a new
stock option plan, assigning to 291 Group executives (in connection with the office they held), including
77 executives of the Group’s subsidiaries, 8,280,000 options (of which 5,455,000 fixed and 2,825,000 with
effective exercise subordinated to the achievement of the Group’s RoE and cost income targets for
2003), which can be exercised at a price of €7.1264 per share after the issue of the dividend relating to
the year 2004 and expiring on March 31, 2007.

On May 14, 2002, on the basis of the authorization by the shareholders’ meeting held on April 30,
2002, the Board of Directors approved a stock option plan for the Chairman and the Managing
Directors for the period 2001-2003. The Board of Directors was authorized to use treasury shares to
service the plan. The plan is structured as follows:

* Options Assigned: 2,200,000,
* Beneficiaries:

 the Chairman, Rainer Masera, and Managing Directors, Alfonso lozzo and Luigi
Maranzana, each have 450,000 fixed options for the 2001-2003 period, plus 150,000 options
each for the 2001-2003 period provided that the average share price was €20 per Share in
the 30 days before the general shareholders’ meeting approving the 2003 financial results;
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* Managing Director Pio Bussolotto has 300,000 fixed options for the 2001-2003 period, plus
100,000 options subject to the above-mentioned condition;

* Strike Price: €12.6244 per share, which was the average price of Sanpaolo IMI shares for the
month prior to the resolution approving the plan;

* Exercise Period: from the date of payment of the dividend for 2003 and expiring on the approval
by the Board of Directors of the 2005 financial results and, in any event, on March 31, 2006;

* Restrictions: the options are not transferable inter vivos; the options expire if employment is
terminated before the expiration of the mandate; the Board of Directors, upon the proposal of
the Committee for Remuneration and Human Resources Policies (Comitato Tecnico per la
Remunerazione e le Politiche del Personale) and after consultation with the Statutory Auditors,
confirms the options and determine their amounts in consideration of the length of employment
and the reasons for the termination of the relevant person.

In connection with the Parent Bank’s payment, in June 2002 of the 2001 annual production
premium to its employees (which is an amount contractually agreed upon between the Parent Bank and
its employees’ union representatives, and is linked to each employee’s compensation level), the Board
of Directors approved the introduction of a plan (the “2002 Share Plan”) under which all Parent Bank
personnel who were employed on June 27, 2002 could elect to receive Shares (which are restricted for
three years) in an amount linked to the production premium to which they were entitled. Participation
in the 2002 Share Plan was voluntary.

On March 4, 2003, the Board of Directors approved a second such plan (the “2003 Share Plan”)
in connection with the Parent Bank’s payment of the 2002 annual production premium to its
employees. The features of the 2003 Share Plan were identical to those of the 2002 Share Plan.

Both the 2002 and 2003 Share Plans allowed the Parent Bank and its employees to take advantage
of governmental tax and social security incentives.

In 2003, the 14,090 employees, or 51.3% of those entitled to receive the 2002 annual production
premium, elected to participate in the 2003 Share Plan. Accordingly, Parent Bank personnel employed
on June 27, 2003 received an aggregate amount of 2,344,522 Shares, valued in accordance with
applicable tax standards at €8.1271 per Share, for an aggregate cost to Sanpaolo IMI of approximately
€19 million.

If the outstanding options on Sanpaolo IMI stock not yet exercised in 2003 (7,399,104) were to be
exercised, this would entail further increases in capital of €20,717,491 and the booking of additional
paid-in capital of €83,559,643.

Average exercise

Number of shares price € Market price €
Development of stock option plans in 2003
Options at January 1,2003 .................... 18,514,104 10.9061 6.200(a)
Options already assigned in the 2002 Plan(b) . ... ... 2,825,000 7.1264 —
Options exercised in 2003 .. ................... — — —
Options expired in 2003(¢c) . ................... (220,000) 12.8934 —
Options at December 31,2003.................. 21,119,104 10.0333 10.340(d)

Of which: exercisable at December 31, 2003(e) . . . . .. —

(a) Market price at December 30, 2002.

(b) Options already assigned in 2002, the exercise of which depends on the Group’s reaching of ROE
and cost income targets for 2003. The targets were reached.
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(c) Options no longer exercisable following termination of employment.
(d) Market price at December 30, 2003.

(e) Options exercisable in determined periods of time, not including December 31, 2003. At
December 31, 2003, 4,305,834 options were exercisable at the strike price of €12.396 per share,
expiring in March 2004, and a further 3,093,270 options were exercisable, at the strike price of
€16.45573 per share, expiring in March 2005.

As of December 31, 2003, under the 1999-2001 and 2000 stock option plans, senior managers other
than the Managing Directors had exercised 250,000 options. Rainer Stefano Masera had exercised
246,666 options. As of such date an additional 1,759,500 options had been exercised by other managers.

Options Exercisable as of

Options Assigned as of December 31, 2003 December 31, 2003
Minimum Residual Expiration Period

Exercise Prices February 2003- May 2003- May 2004- May 2005- Average residential
(€ per Share) March 2004(a) March 2005 March 2006 March 2007 Total Total Expiration Period
12396 .. ... ... 4,305,834 — — — 4,305,834 — —
1645573 ........... — 3,093,270 — — 3,093,270 — —
127229 ... ..o L. — — 3,860,000 — 3,860,000 — —
12,6244 ... ... ..., — — 1,650,000 — 1,650,000 — —
71264 ... — — — 8,210,000 8,210,000 — —

Total . ............. 4,305,834 3,093,270 5,510,000 8,210,000 21,119,104

(a) The Board of Directors has postponed the expiration of the options granted pursuant to 1999
option plan from March 2003 to March 2004.

C. Board Practices
Directors’ Benefit Arrangements on Termination

As of the date of this annual report, there are no service contracts between any Director and
Sanpaolo IMI or any of its subsidiaries providing benefits upon termination of service.

Internal Audit Department and Comitato Audit

As specified in Item 4. “C. Business Overview—Italian Banking Regulation and Corporate
Governance principles—Corporate Governance—Audit Committee” on page 97 above, Sanpaolo IMI
has designated the Board of Statutory Auditors, and the Board of Statutory Auditors has accepted such
designation as Sanpaolo IMI’s audit committee for purposes of Rule 10A-3 under the Securities
Exchange Act.

The Bank of Italy’s supervisory activities in recent years have concentrated on verifying that banks
have an adequate level of efficiency and control. This has led the Bank of Italy to revise its regulatory
instructions on matters of internal control. This approach, which reflects international developments,
establishes a set of general principles for banks to comply with; in addition to a limited number of
prescriptive measures. The Bank of Italy’s goal is to encourage the management of banks to develop
highly effective systems of internal control. The terminology used by the Bank of Italy, “system of
internal control”, introduces a strong concept of innovation, with an integrated system of controls at all
levels of the organization, including controls involving formal checks and a series of control subsystems
to monitor the various types of risks.
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As part of this new approach, the banks’ internal audit department is required to direct its efforts
towards checking the adequacy of the organization as a whole, evaluating the company’s ability to
achieve its objectives with efficiency and effectiveness.

In Sanpaolo IMI this task is entrusted to a separate Internal Auditing Department, which has the
necessary independence from the operating structures as it reports directly to the Managing Director.
In carrying out its duties, the Internal Audit Department is not subject to any limits in its access to
company information, archives and assets, as foreseen in the Internal Audit Regulations approved by
the Board of Directors in December 1999, which extend to the whole Group a system of internal
controls that allows the Parent Bank to exercise effective control over the Group’s overall risk
exposure.

The Sanpaolo IMI Internal Audit Department is responsible for evaluating the adequacy of the
Group’s overall system of internal controls, checking that transactions are carried out properly and that
the risks are properly controlled. Internal Audit is also responsible for bringing to the attention of the
Board of Directors and senior management any improvements that could be made to the Group’s risk
management policies, measurement tools and procedures.

The Internal Audit Department reports on its activities on a quarterly basis to the Board of
Directors, as well as to the Comitato Audit. Furthermore, there are regular, continuous contacts
between the Internal Audit Department and the other control bodies including the Board of Statutory
Auditors. There is a constant flow of information and cooperation between the Internal Audit
Department and the Board of Statutory Auditors. Such flow of information and cooperation is ensured
by periodical reports by the head of Internal Audit Department on the results of the activities
performed. The Comitato Audit has been formed pursuant to applicable Italian regulations.

The Comitato Audit consists of the following non-executive directors:

Giuseppe Fontana (Chairman)
Virgilo Marrone
Mario Sarcinelli

Messrs. Fontana and Sarcinelli are independent directors. Mr. Marrone holds executive positions in
companies controlled by IFI, which is controlled by Giovanni Agnelli & C. Sapa one of the
shareholders of Sanpaolo IMI, which have significant business relations with Sanpaolo IMI. Because he
holds such executive positions, he is not considered to be an independent Director. The Managing
Director and the Chairman of the Board of Statutory Auditors, as well as the Heads of the Accounting
Department and of the Audit Department in their respective capacities, take part in the meetings of
the Comitato Audit.

The Comitato Audit normally meets monthly; in 2003, the Comitato Audit met 17 times. The
Comitato Audit analyzes the issues and the relevant policies in order to assess, in the context of its
evaluation of the Group’s internal control system, issues which should be further investigated. The
Comitato Audit also evaluates the adoption of the most appropriate corrective measures in order to
deal with any omissions and anomalies of the audit processes, referring to both internal audits and
external audits by the independent auditors.

In particular, the Comitato Audit:

* assists the Board of Directors in its role in determining the guidelines and periodical checks on
the adequate and effective functioning of the internal controls of the Parent Bank and
companies of the Group;

* evaluates the work plans prepared by internal control and receives their periodical reports;
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* evaluates, together with the independent auditors, the management of the companies of the
Group, the adequacy of the accounting principles used and their proper application in the
preparation of the consolidated financial statements;

* evaluates the proposals formulated by the independent auditors in connection with their
responsibilities, as well as the work plan set out for the audit of the financial statements and the
results contained in the audit report and letter to management;

* maintains close contact with the Board of Statutory Auditors, through the participation of its
Chairman at meetings of the Board of Directors, so as to allow reciprocal and timely exchange
of information on the internal controls system;

* reports to the Board of Directors, at least every six months, on the occasion of the approval of
the annual and interim reports, on the activity undertaken by the Comitato Audit and the
adequacy of the system of internal controls of the Group;

* carries out any further tasks assigned to it by the Board of Directors, particularly in relations
with the independent auditors.

The Comitato Audit also undertakes the responsibilities and functions relating to it as a regulatory
body pursuant to legislative decree no. 231 of 2001. Such decree mandates certain duties and
responsibilities (and imposes fines) for Italian corporate bodies.

Remuneration Committee

The Remuneration Committee is a technical committee of the Board of Directors for
remuneration and personnel policies. It has the role of evaluating, in agreement with the Chairman of
the Board of Statutory Auditors and reporting to the Board of Directors, the remuneration of the
Directors with particular offices and examining the total remuneration structure of the Directors, also
taking account of any employment or assignment in subsidiaries of the Parent Bank; to consider in
depth the themes concerning the general directions for top management remuneration and
management policies at Parent Bank and Group level, as well as the approval and modification of the
general arrangements concerning employment relationships.

In 2003, the Remuneration Committee met 6 times. As of the date of this annual report, the
Remuneration Committee consists of the following Directors:

Iti Mihalich (Chairman)
Alfredo Saenz Abad
Alberto Tazzetti

The Managing Director takes part in the meetings of the Remuneration Committee.

D. Employees

At December 31, 2003, the Group employed 43,465 people, a decrease of 2,185 persons (4.8%)
compared with 2002 and 1,752 persons (3.9%) compared with December 31, 2002 on a pro forma basis.
The 2002 pro forma figures include Epta group, IEB group, Cassa dei Risparmi di Forli and excludes
Finconsumo group, Imiweb group and Banque Sanpaolo group.

This decrease is attributable to the realization of rationalization and integration at Group level as
established within the context of the 2003-2005 Plan, which focuses, in terms of cost, on making
business support structures as efficient as possible in order to favor improvement of the distribution
networks and sustain the Group’s commercial expansion plans.

To achieve the goals of the 2003-2005 Plan, staff leaving incentives were adopted, including the use
of the Solidarity Fund. The Solidarity Fund was established by Ministerial Decree no. 158 of April, 28
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2000, within INPS (the Italian National Security Institute). The Solidarity Fund has its own autonomous
asset management and is wholly financed by its participating banks. Its goal is to implement income-
support measures for workers of companies which have signed up to banking sector national collective
labor agreements and who are affected by corporate reorganization and restructuring plans.

The Solidarity Fund primarily disburses special funds as a support to income in installments or, at
the explicit request of the person concerned, in a single payment—until one month prior to receiving
the retirement or old-age pension allowance (the so-called “time window”) payable by the basic welfare
systems in addition to payment of the notional contribution until such time as the relevant right
accrues, to employees who satisfy the pension requirements within a maximum period of 60 months
from the date of employment termination.

The use of the Solidarity fund was defined in a group collective bargaining agreement entered into
with the trade unions on June 10, 2003. This agreement, and the subsequent corporate agreement of
June 14, 2003 specific to Sanpaolo IMI, which also applies the staff appointments of Sanpaolo Banco di
Napoli, has provided the opportunity to have recourse to the Solidarity Fund on a voluntary basis for
all those entitled to receive an INPS pension between January 1, 2004 and December 31, 2007, or until
December 31, 2008 for those belonging to the head office of the former Banco di Napoli, the MOI and
Direzione Acquisiti e Logistica (Purchase and Supplies Department), which are being restructured. The
benefit is subject to a possible extension for those whose INPS pension entitlement accrues in the
course of 2009 and who belong to these companies and departments.

The deadline for submitting Solidarity Fund membership applications was September 30, 2003, and
disbursement schedule was established by Sanpaolo IMI as the period September 2003 -
December 2004 in accordance with operational and organizational requirements, giving priority to staff
belonging to the companies and departments being streamlined.

The Solidarity Fund enabled the Group to absorb lay-offs directly, through the resignation of
personnel from the companies and departments in question, and indirectly, actuating intense
professional conversion processes. These lay-offs will also enable the creation of vacancies in the
distribution network for the entry of new staff, thus making an important investment for future growth
and development, and accelerate the impact of benefits from the most recent collective and corporate
employment agreements.

These leaving incentives were applied for by 3,750 employees (out of approximately 4,800 eligible
employees), of whom approximately 2,900 through the Solidarity Fund and approximately 800 for
incentivized retirement. Of the approximately 800 employees who applied for incentivized retirement,
750 retired in 2003.

The measures described above involved a total cost to Sanpaolo IMI of approximately
€520 million. This cost is covered by the allowance made to the provisions for risks and charges. Item
5. “A. Results of Operations for the Three Years Ended December 31, 2003—2. Year Ended
December 31, 2003 compared with Year Ended December 31, 2002” on page 105 above.

With particular reference to the Parent Bank, at December 31,2003, the staff was made up of
22,086 employees, a decrease of 1,221 employees (5.2%) in comparison to December 31, 2002. These
numbers have been reclassified to take into account the transfer of resources operating in the branches
merged into Sanpaolo Banco di Napoli, the resources from the merger by incorporation of Cardine
Finanziaria and the spin-off of the resources of the public works sector to Banca OPI. On a non
pro-forma basis, the staff of the Parent Bank at December 31, 2002 numbered 28,036 employees.
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The following table shows the Group’s total headcount at the dates indicated:

At December 31, 2002

change, %
At December 31, 2002 At December 31, 2003/2002
2003 pro forma(1) 2002 pro forma(1)
% % % %
Year-end headcount ............. 43,465 100.0 45217 100.0 45,650 100.0 (1,752) (3.9)
Executives . ................... 821 1.9 852 1.9 881 1.9 31) (3.6)
Managers. .. ......... ... .. ... 13,7890  31.7 14,011  31.0 14,387 315 (222) (1.6)
Other employees . .............. 28,855 664 30354 67.1 30,382 66.6 (1,499) (4.9)

(1) The pro forma includes Epta group, IEB group, Cassa dei Risparmi di Forli and excludes
Finconsumo group, Imiweb group and Banque Sanpaolo group.

The following table shows the Group’s employees by main category of activity and by geographic
location

At December 31,

2003
Domestic Banking Network . . . . .. .. .. .. .. e 33,314
Ttaly ..o 33,191
AUSETIA .« . o 8
Luxembourg . . ... .. e 98
Switzerland . . . ... ... e 17
Wealth Management and Financial Markets . . ... ... ... ... ... .. .. uiiuuunen... 1,149
Ttaly ..o 1,006
Luxembourg . . ... ... e 95
United Kingdom. . . ... ... e 8
United States . . . ..ottt e 40
Personal Financial Services . . . ... ... ... .. .. @ 1,871
Ttaly ..o 1,478
France . . . . ... 260
Ireland . . ... . e 12
Luxembourg . . ... ... e 98
Switzerland . . ... ... e 23
International Activities . . . . . . ... .. ... . e 1,689
Ttaly . . 7
Hungary . .. .. e 679
Ireland . ... . e e 16
Parent Bank Foreign Network . . ... ... ... .. . .. . . . 102
Romania . . ... .. e 403
SlOVeMIA . . it e 482
Central Functions . . . .. ... ... .. . . . e e e 5,442
Ttaly ..o 5,432
Ireland . . ... . e 2
Luxembourg . . ... ... e 1
Portugal . .. .. 2
United Kingdom . . ... .. 5
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Employment Agreements

In Italy, national collective bargaining agreements are generally negotiated between the national
association of banks and the national unions. The relations of the individual banks with their employees
must be based on and comply with the guidelines set out by the national collective bargaining
agreements.

The previous national collective bargaining agreements for non-management staff (which covers
almost all the employees of Sanpaolo IMI) expired on December 31, 2003 and negotiations for a
renewal of all binding terms are currently in progress. The new bargaining agreement will also take into
consideration, all the late amendments in labor laws pertaining flexibility, traineeship and increase in
the adoption of temporary and part-time workers.

Pending negotiations, an allowance is expected to be granted to all workers. The allowance is
expected to be equal to 30% of the forecasted inflation from the 3™ to the 6" month after the contract
expired, and to 50% of the forecasted inflation thereafter).

In the specific instance of Sanpaolo IMI, after the renewal of the second-level (that is, signed at a
company level to improve the provisions of the national contract in some specific subjects allowed by
the latter one) collective bargaining agreement in May 2001, several important innovations have been
introduced, such as the definition of new professional skills and an increase in its staff performance-
related bonus schemes. The incentive scheme covers almost the entirety of Sanpaolo IMI’s personnel
and is directly related to the achievement of set targets and provides for cash bonus payments,
calculated and communicated in advance, both for branch managers and for the staff.

As envisaged by the 2003-2005 Business Plan, in June 2003, agreements were reached to access the
Solidarity Fund a specialized national welfare fund, in the credit contractual sector, of INPS (as defined
below). The Solidarity Fund allows, on a voluntary basis, personnel to retire prior to the terms
prescribed by applicable laws and other statutory provisions.

Concerning the ongoing reorganizations and integration of the group’s companies, at the beginning
of 2003 agreements relating to labor contracts for the personnel of the former Banco di Napoli have
been executed. In June 2003, Sanpaolo IMI carried out the procedures required to transfer the labor-
force of the Southern branch of the company to the newly-established Sanpaolo Banco di Napoli.

Negotiations relating to personnel of the former Cardine Finanziaria are ongoing. The purpose of
the negotiations is to define the steps towards a progressive integration of all binding terms of the
labor contracts. In fact, in the beginning, Cardine Finanziaria had been incorporated by way of transfer
of company branches from 7 different banks; therefore, 7 different second-level agreements were
applied until the merger with Sanpaolo IMI, when the need of the aforementioned integration arose.

Benefits

Sanpaolo IMI provides certain retirement benefits to its employees. From December 31, 1990,
Sanpaolo and its employees began to make certain contributions to the Istituto Nazionale per la
Previdenza Sociale (“INPS”), the state-run pension scheme, which provides a flow of income to
employees upon retirement.

Until December 31, 1990, employees of Sanpaolo were entitled to retirement benefits from the
Cassa di Previdenza, a private pension scheme funded by Sanpaolo and by Sanpaolo’s employees. In
accordance with the Amato Law, Sanpaolo was no longer due to make payments to the Cassa di
Previdenza after December 31, 1990. After December 31, 1990, those employees who were employed by
Sanpaolo as of that date became entitled to receive from the Cassa di Previdenza supplemental benefits
which, when added to the payments from INPS, provide such employees with equivalent retirement
coverage as was previously extended to them under the Cassa di Previdenza plan before
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December 31, 1990. Approximately 9,200 employees of Sanpaolo IMI will benefit from this retirement
plan. As of December 31, 2003 Sanpaolo IMI had set aside a total of €120 million during the previous
years with respect to this specific retirement coverage.

Sanpaolo IMI has also created the Fondo Pensioni del Gruppo Sanpaolo IMI, a private pension
fund to which employees can make tax deductible contributions. Sanpaolo IMI itself pays tax deductible
contributions to the same fund on behalf of such employees.

Furthermore, pursuant to Italian legislation, Sanpaolo IMI annually sets aside for every employee a
certain amount (equal to the employee’s annual salary divided by 13.5), and upon retirement, pays the
employee the sum of such amounts adjusted for inflation. Sanpaolo IMI accrues this fund on its
balance sheet.

Labor Relations

Overall, Sanpaolo IMI considers satisfactory the relations with its employees. Approximately 75%
of the employees belong to one of the nine national unions, representing both employees and middle-
management. This is in accordance with data from the Italian banking sector.

E. Share Ownership

The following table sets forth, as of May 31, 2004, the investments in Sanpaolo IMI and in the
companies it controls held by the current member of the Board of Directors and of the Board of
Statutory Auditors of Sanpaolo IMI:

Shares held as of

Name Company How held May 31, 2004
EnricoSalza . ....... ... ... ... .. Sanpaolo IMI  Direct 500

Sanpaolo IMI ~ Spouse 1,250
Pio Bussolotto . . . ... ... ... Sanpaolo IMI  Direct 6,000
Alfonso Iozzo .. ... ... ... Sanpaolo IMI  Direct 7,087
Iti Milalich . ......... ... .. Sanpaolo IMI  Direct 3,000
Emilio Ottolenghi . ........ ... ... ... ... ..... Sanpaolo IMI  Direct 320,000

Sanpaolo IMI  Subsidiary 4,658,731

Sanpaolo IMI ~ Spouse 4,000
Orazio Rossi . .. ... .o Sanpaolo IMI  Direct 52,593
Gian Guido Sacchi Morsiani .. ................... Sanpaolo IMI  Direct 200,000
Mario Sarcinelli. . . ........ ... ... L Sanpaolo IMI ~ Spouse 287
Leone Sibani. ......... ... ... .. ... Sanpaolo IMI  Direct 56,000

Fideuram Direct 28,000
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ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS
A. The Major Shareholders
Table of Major Shareholders

The following table sets forth, as of the date of this annual report, the Sanpaolo IMI shareholders
holding 1% or more of the outstanding Sanpaolo IMI Shares, with their corresponding interests in
Sanpaolo IMI.

% of total % of ordinary
capital capital

Ordinary Azioni Total 1,837,166,000 1,448,831,982

Shareholders (direct and/or indirect) Shares Privilegiate Shares Shares(1) Shares(2)
Compagnia di San Paolo . ........... 108,662,399 157,341,052 266,003,451  14.479 7.5
Fondazione CRPR ................ 63,487,817 134,968,267 198,456,084  10.802 4.382
Santander Central Hispano (SCH) . . . .. 158,214,782 — 158,214,782 8.612 10.920
Fondazione CRB.................. 45,174,581 96,024,699 141,199,280 7.686 3.118
Giovanni Agnelli & C. Sapa(3) ....... 70,371,000 — 70,371,000 3.830 4.857
Deutsche Bank AG .. .............. 54,277,374 — 54,277,374 2.954 3.746
Mediobanca . .................... 36,673,000 — 36,673,000 1.996 2.531
Fondazione Cariplo . . . ............. 32,057,549 — 32,057,549 1.745 2.213
Caisse des Dépots et Consignations

(CDC) ovviii 31,294,572 — 31,294,572 1.703 2.160
Societa Reale Mutua di Assicurazioni... 28,166,025 — 28,166,025 1.533 1.944
Ente Cassa di Risparmio di Firenze . ... 28,050,000 — 28,050,000 1.527 1.936
Crédit Lyonnais. . ................. 27,620,239 — 27,620,239 1.503 1.906
Fondazione Cassa di Risparmio di

Venezia . . .......... ... . ... .. .. 27,523,682 — 27,523,682 1.498 1.900

(1) Total capital includes the Azioni Privilegiate held by the Foundations.
(2) Ordinary capital excludes the Azioni Privilegiate held by the Foundations.

(3) The controlling shareholder of IFI/IFIL and Fiat. IFI/IFIL were formerly shareholders of Sanpaolo
IMIL

Agreements Among Shareholders

On April 19, 2004, the Compagnia di San Paolo (the “Compagnia”), the Fondazione Cassa di
Risparmio di Padova e Rovigo (“CRPR”) and the Fondazione Cassa di Risparmio in Bologna
(“FCRB”) and, together with the Compagnia and CRPR, the “Foundations™) entered into an
agreement (the “Convention among the Foundations™) by virtue of which the Foundations agreed,
among other things, to ask Sanpaolo IMI to adopt a series of amendments to the Articles and By-Laws
of the Bank. Furthermore, the Foundations agreed to cooperate by discussing among themselves the
issues of greater relevance relating to their stakes in Sanpaolo IMI. To this end, the Convention among
the Foundations established an ad hoc committee chaired by Mr. Renzo Giubergia.

On April 21, 2004 the Foundations entered into an agreement (the “Agreement among
Shareholders”) with SCH and CDC Ixis Italia Holding S.A. (“CIIH” and, together with the
Foundations and SCH, the “Sharecholders™) to consult and to co-ordinate their voting at the general
shareholdings’ meeting of Sanpaolo IMI on April 29, 2004, at which the shareholders voted for the
approval of the financial statements for the year ended December 31, 2003 and for the election of a
new Board of Directors.
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Agreement among the Shareholders
Board of Directors

Pursuant to the Agreement among Shareholders, the Shareholders agreed to vote at the general
shareholders’ meeting of April 29, 2004 for the election of a new Board of Directors of Sanpaolo IMI
for the three years 2004-2006, consisting of the following 17 directors:

Enrico Salza (Chairman),
Maurizio Barracco,

Pio Bussolotto,

Giuseppe Fontana,
Ettore Gotti Tedeschi,
Alfonso lozzo,

Virgilio Marrone,

Iti Mihalich,

Anthony Orsatelli,
Emilio Ottolenghi,
Orazio Rossi,

Gianguido Sacchi Morsiani,
Alfredo Saenz Abad,
Mario Sarcinelli,

Leone Sibani,

Alberto Tazzetti,

José Manuel Varela.

The Shareholders agreed that they would propose to Sanpaolo IMI’s Board of Directors to
nominate Orazio Rossi as Vice Chairman and Alfonso lozzo as Managing Director.

At the general shareholders” meeting, the 17 candidates proposed by the Shareholders were elected
as the new Board of Directors. In addition, Orazio Rossi was elected as Vice Chairman and Alfonso
Tozzo was elected as Managing Director.

The Shareholders also agreed that if a director (among those listed above) proposed upon the
suggestion of Santander or CIIH ceases office for any reason, the Shareholders will use their best
efforts to have the Board of Directors of Sanpaolo IMI co-opt for a director suggested by Santander or
CIIH, as applicable.

Changes to Articles and By-Laws

The Shareholders have also agreed to propose certain amendments to the Articles and By- Laws
of the Bank. Such amendments, which are subject to the approvals of the Bank of Italy, are designed to
ensure orderly and efficient governance, suitable to satisfy adequately operating needs, capable of
encouraging the growth and further development of the Bank, in the interest of the Bank and its
shareholders.

Other amendments are designed to define the role and the functions of the General Manager. The
General Manager, according to the proposed amendments, will be the head of the operations and of
the executive structure of the Bank. The General Manager, by virtue of and within the limits of the
powers delegated by the Board of Directors, will have, among others, the power to present proposals in
relation to credit and personnel management matter. The extraordinary shareholders’ meeting called to
vote on the changes to the Articles and By-Laws of the Bank has been called for June 29, 2004 (first
call) and June 30, 2004 (second call).
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Consultation

The Shareholders will consult from time to time to exchange their opinions concerning their
respective interests as shareholders of the Bank.

Requirement not to trade in shares of the Bank and related rights

Each Shareholder has agreed not to modify in any way, for the entire duration of the Agreement
among Shareholders, except with the previous written consent of the other Shareholders, its
shareholding in the ordinary capital of Bank, the Shareholders singularly and jointly assume the
reciprocal responsibility that the maximum limit of ordinary shares held in total by the Shareholders,
equal to 29.9% of the ordinary capital of the Bank, may not be exceed. Thus the Shareholders, directly,
indirectly, or through any other person or entity:

 will not purchase shares in the Bank in addition to those indicated above;

* will not trade in any way rights of any sort concerning shares in the Bank and, in particular, will
not take on obligations or make agreements of any sort with any third party concerning the
exercise of rights resulting from ownership of the shares;

* will not transfer Shares in the Bank, nor subject such Shares to any pledge, lien, guarantee or
charge that in any way may limit their full and unconditional availability.

The above-mentioned restrictions do not apply to:

* purchases and sales of Shares of Sanpaolo IMI, within the limit of 2.5% of Sanpaolo IMI
capital, made temporarily in the context of trading, treasury management, purchase of
guarantees or investments of reserves by insurance companies forming part of the group;

* transfers made within the same group, provided that the transferring party remains responsible
for the transfer and the recipient agrees unconditionally to the agreement.

Notwithstanding the above-mentioned restrictions, each Foundation has the option, given prior
information to the other Shareholders, to reduce its shareholding of Azioni Privilegiate, while keeping
the shareholding in ordinary capital unchanged.

Duration and early dissolution

The Agreement among Shareholders will lapse automatically and will cease effectiveness the 151
day before the date of the first call of the shareholders’ meeting that will be called to approve the
financial statements for the year to December 31, 2006.

In addition, causes of automatic and early dissolution of the Agreement are:

* the end of office of all the directors, with the consequent termination of the whole board
pursuant to Article 2386, last paragraph, of the Italian Civil Code;

* the launch of a Public Offer (“Offerta Pubblica di Acquisto or “OPA’) by a third party, or an
Exchange Offer (“Offerta Pubblica di Scambio or OPS”), on the Bank such as to allow control
over it or in any case the possession of a quantity of shares greater than the share of the capital
of the Bank held in total, in ordinary and preference shares, by the Foundations;

* only for CIIH, the sale, by Sanpaolo IMI, of its shareholding in CDC Ixis or, or in the case of
agreed reallocation of that shareholding, the sale of the shareholding held by the Bank following
the reallocation.
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Differences in Voting Rights

Certain classes of voting rights “Azioni Privilegiate” were created in connection with the Cardine
Merger. See Item 4. “A. History and Developments of Sanpaolo IMI—The Merged Group” on page 64
above. Azioni Privilegiate are entitled to vote only at extraordinary shareholders’ meetings.

Number of Record Holders in the United States

As of June 11, 2004, there were 12,387,187 ADSs outstanding, representing 24,774,374 Shares or
approximately 1.71% of Sanpaolo IMI’s ordinary share capital; as of such date, there were 29 holders
of record of Sanpaolo IMI ADSs.

B. Related Party Transactions

The following were the transactions between Sanpaolo IMI and its subsidiaries on the one hand,
and parties related to the Group on the other hand, from January 1, 2001 through June 15, 2004:

* In 2002, Sanpaolo IMI sold 8% of Cardine to the Compagnia di San Paolo. The sale was part of
the streamlining of the Group’s equity holders. As part of the streamlining of the Group’s equity
holdings, certain Directors of the Group and affiliates thereof sold minority stakes in Nuova
Holding Sanpaolo IMI S.p.A. or “Old NHS”, the company whose shares were a material portion
of the assets sold by the Compagnia di San Paolo in the above referenced transaction, to
Sanpaolo IMI. The sale of such minority stakes were for cash. Sanpaolo IMI paid approximately
€9.4 million for a 2.56% stake in Old NHS. Concurrently the Directors of the Group and the
affiliates thereof which sold their stakes in Old NHS to Sanpaolo IMI, purchased Cardine shares
from Sanpaolo IMI for the amount that they were due for the interest in Old NHS that they
sold to Sanpaolo IMI. The valuations of the stakes in Old NHS and of the Cardine shares
transferred pursuant to these transactions is the same as the valuations made in the above
referenced transaction between Sanpaolo IMI and Compagnia di San Paolo.

* In 2002 the Parent Bank purchased, for €230 million, 100% of the shares held by Compagnia di
San Paolo in Compagnia di San Paolo Investimenti Patrimoniali. Compagnia di San Paolo
Investimenti Patrimoniali was subsequently transferred to Banca OPI and changed its name to
FIN.OPL

* In 2002 the purchase by the Parent Bank of the minority stakes in Sanpaolo IMI Private Equity
from CRF (a 5% stake for a price of €14 million), from Compagnia di San Paolo (two tranches
for a total of 39.8% for a total price of €101 million), from Petrolifera Italo Rumena, a company
attributable to a then director of the Parent Bank (a 1.7% stake for a price of €5 million) and
by other partners a 2.5% stake.

* In 2002 the purchase by the Parent Bank of the minority stakes in IMI Investimenti from
Compagnia di San Paolo (a 39.8% stake for a total interest price of €145 million), a 5% stake of
IMI Investimenti in exchange for Cardine Banca shares from Petrolifera Italo Rumena (a 1.7%
stake for a price of €6 million) and by other partners (a 2.5% stake).

* On January 29, 2003, the Sanpaolo IMI Group (through Invesp), which already owned a 40.48%
stake in Eptaconsors, completed its purchase of the share of Eptaconsors held by the Cassa di
Risparmio di Firenze group, equivalent to 20.24%, at a cost of €19 million.

* On April 2, 2003, the sale of the Bologna branch of the former Banco di Napoli Network to
Cassa di Risparmio di Firenze was completed at a price of €11 million, corresponding to a
valuation that also included the goodwill linked with the ordinary customer deposits portfolio.

* On April 14, 2003, Sanpaolo IMI Private Equity—in its capacity as sponsor—subscribed to
class A shares in the “Fondo di Promozione del Capitale di Rischio per il Mezzogiorno” (Risk
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Capital Fund for Southern Italy) managed by NHS Mezzogiorno SGR, for a value of
€42.5 million, at the same conditions applicable to all other investors;

* On June 11, 2003, a new agreement was entered into between Sanpaolo Vita and Reale Mutua
Assicurazioni concerning a subsidiary known as Egida, in which they held in equal stakes. The
new contract envisages in particular:

— the strengthening of the governance position of Sanpaolo Vita;

— the extension of the duration of the non-exclusive cooperation between Sanpaolo Vita
and Reale Mutua Assicurazioni in the property damage sector; and

— the replacement of Sanpaolo IMI by Sanpaolo Vita in the ownership of the call option on
the 50% stake of Egida owned by Reale Mutua, the value of which will be established by
an independent expert on the basis of the net equity and goodwill values. A fairness
opinion has been acquired from an independent advisor with regard to the terms.

* On December 16, 2003, the Board of Directors of Sanpaolo IMI authorized the sale, effective in
February 2004, by Sanpaolo Vita to Reale Mutua Assicurazioni of a certain amount of premiums
related to new life insurance policies, the maximum amount of which was estimated at
€85 million. The economic conditions are in line with those usually practiced on the market.

For a description of transactions concerning SCH and CDC, see: Item 4. “B. Significant
Developments in 2003—Agreements and Alliances with International Partners—Santander Central
Hispano, Eulia” on pages 67-68 above.

Transactions with Representatives

There are outstanding loans to members of the Board of Directors and to senior managers. All
such loans were made in the ordinary course of business, on substantially the same terms (including
interest rates and collateral) as those prevailing at the time for comparable transactions, and did not
involve more than the normal risk of collectibility or present other unfavorable features.

Loans and Guarantees Given

At December 31,

2003 2002
(millions of €)
DIreCtOrS . ..o e 21 39

Statutory Auditors . . . ... ... — —

The amounts indicated above refer to €100,000 of loans and guarantees granted to the Directors
and Statutory Auditors by the Parent Bank and, €21.3 million, to subjects exercising functions relating
to the administration, management and control of a bank pursuant to Art. 136 of the Consolidated
Banking Act.
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ITEM 8. FINANCIAL INFORMATION
A. Consolidated Statements and Other Financial Information

See the Consolidated Financial Statements and related notes in the F-pages and Item 17.
“Financial Statements” on page 229 below.

Sanpaolo IMI’s dividend policy is to maximize dividend payout while complying with the standards
of a well capitalized financial institution.

B. Legal Proceedings

The Group is subject to certain claims and is a party to a large number of legal proceedings
relating to the normal course of its business. Although it is difficult to determine the outcome of such
claims and proceedings with certainty, Sanpaolo IMI believes that liabilities related to such claims and
proceedings are unlikely to have, in the aggregate, a material adverse effect on the Group’s financial
condition, results of operations or cash flow.

Incompatibility of the Ciampi Law with the principles of European Community

With its Decision C 3955 dated December 11, 2001, the European Commission declared
incompatible with European Community law the tax benefit provided by the Ciampi Law in mergers of
banks or banking groups and ordered the Italian government to suspend the benefit and to recover
from all banks that had taken advantage of the tax benefit the full amount of such benefit. In
compliance with the decision of the European Community, the Italian government, with Law Decree
No. 282 of December 24, 2002, ordered the restitution of all such tax benefits before December 31,
2002. In compliance with the Law Decree, Sanpaolo IMI paid back the total amount (€200 million) of
its tax benefit under the Ciampi Law on December 31, 2002, using funds that had been previously set
aside for this purpose.

The above-mentioned decision by the European Commission has been appealed by the Italian
Government and by the banks involved (including Sanpaolo IMI) to the European Courts. The appeal
is still pending. However, the outcome of this appeal is not expected to have an adverse effect on the
Sanpaolo IMI Group because Sanpaolo IMI has already paid back the full amount of its tax benefit.
An adverse ruling would simply confirm that Sanpaolo IMI had been obliged to pay back the tax
benefit in December 2002. A positive ruling would give Sanpaolo IMI the right to recover the amount
of €200 million.

Italian government regulations on subsidized residential mortgage loans

In light of declining interest rates in Italy, various regulations were issued in 1999 which imposed
upon the entire Italian banking sector a review of interest rates on loans subsidized totally or partially
by the public sector, if so requested by the borrowers or loan sponsors. Article 29 of Law No. 133 of
1999 on low-interest residential mortgage loans is the regulation with the largest potential impact on
the Sanpaolo IMI Group. If implemented, the regulation is expected to apply retroactively from July 1,
1999.

The Italian banking sector is seeking to prevent the application of the regulation. Sanpaolo IMI
and other banks filed an appeal against the implementing decree, Ministerial Decree 110 of March 24,
2000, with the Regional Administrative Court of Lazio, but the court ruled against the banks. A new
appeal is currently pending. For the act to become applicable, the Ministry of Economy and Finance
will have to establish, pursuant to Article 145.62 of the Budget Law of 2001, an actual global average
rate applicable to the residential mortgage loans covered by the act. On March 31, 2003, the Ministry
of Economy and Finance established that the rate will be 12.61%, applicable to installments maturing
after July 1, 1999.
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Group companies have proceeded to the accounting and administrative procedures for the
application of the actual average global rate and for providing compensation for installments payments
received since July 1, 1999. Group companies also provided for compensation for the six months
installment payments due at December 31, 2003 and with regard to subsidized mortgages pursuant to
Article 29 of Law No. 133 of 1999. Certain compensations concerning the renegotiation of some
specific types of subsidized mortgages and regional funds, as well as compensation of expired
mortgages, have still to be defined with the interested parties.

The potential charge resulting from future renegotiation of mortgages not included in the first
application of the regulatory framework described herein amounts, at Group level, to €76 million and is
covered by specific and appropriate provisions. From 2005, the negative impacts on the statement of
income will gradually decrease as a result of the reduction in the current mortgage portfolio.

Italian government regulations on other subsidized loans

A regulation has been issued under Article 128 of Law No. 388 of 2000 on subsidized agricultural
loans, which has the same effect of imposing upon the entire Italian banking sector a review of interest
rates on certain subsidized loans, if so requested by the borrowers or loan sponsors. This applies only
to installments still outstanding.

In connection with Law No. 226 of 1999, in 2001 Sanpaolo IMI took appropriate steps to conform
to the new regulation. The regulation had no material adverse effect on Sanpaolo IMI in 2002 and is
not expected to have any material adverse effect in future years.

For Article 128 of Law No. 388 of 2000 to become applicable, an implementing Ministerial Decree
will have to be issued. No such Ministerial Decree has yet been issued. If implemented, the regulation
is expected to apply to interest accruing on the relevant loan from the date on which a request for
renegotiation of the interest rate applicable to the loan is made. The interest rates that will apply to
the Group’s outstanding loans that are covered by the regulation will not be known until the
Ministerial Decree has been issued and negotiations with any requesting borrowers or loan sponsors
are completed. Therefore, as of the date of this annual report, Sanpaolo IMI is not able to assess the
potential impact of this regulation on its future interest income.

Law No. 268 of September 24, 2003 provides that such law become effective, for the application of
Article 128 of Law No. 388 of 2000, loans may be extended, also by a bank different from the original
lender, exclusively for the prepayments of agricultural improvement mortgages which are at least five
years into amortization. The extension of such new loans, which will be made at market rates, appear
to be facultative and not mandatory on the part of the lender. The extension of the new loans will
require the presentation of appropriate prepayment requests to be formulated also by the subsidizing
public authority.

The Group has not made any provisions because Law No. 388 of 2000, which was enacted by Law
No. 268 of 2003, refers only to “installments still due”, and, therefore, relates to the future possibility
of mortgage renegotiations.

Current account overdrafts

The Italian banking system is characterized by the relatively large proportion of overdraft financing
provided through current accounts. A borrowing is made whenever a customer’s drawings exceed the
credit balance in the account. An overdraft customer is granted a maximum overdraft limit on the basis
of Sanpaolo IMI’s lending policy, and the customer can draw on the overdraft facility. Debit interest on
overdraft facilities is typically charged quarterly and at a floating rate.

With a series of judgments rendered from 1999 on against some Italian banks, the Italian High
Court (Corte di Cassazione) declared invalid the practice of Italian banks of capitalizing interest on
overdraft facilities income on a quarterly basis (as a result of capitalizing interest, the outstanding
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interest becomes a part of principal and thereafter interest is charged on the basis of the new principal
amount).

The Italian government (with Legislative Decree No. 342 of 1999) subsequently authorized the
practice of capitalizing interest on current account over-drafts, on condition that interest on current
account credit balances is capitalized on the same basis. (The past practice had been to capitalize
interest on current account credit balances less frequently than quarterly.) The Inter-Ministerial
Committee on Savings and Loans (“CICR”) was given responsibility for establishing rules applicable to
capitalization of interest. By a resolution effective April 22, 2000, the CICR determined that interest
may be capitalized quarterly for both overdrafts and credit balances.

In a ruling published October 17, 2000, the Italian Constitutional Court (Corte Costituzionale) held
that the provisions of Decree No. 342 of 1999 were unconstitutional to the extent they applied to
current accounts opened prior to the enactment of the Decree. The Constitutional Court did not
express an opinion on the substantive issue of whether the practice of capitalizing interest income for
current accounts opened before April 22, 2000 was permitted under Italian civil law, but established
that Italian Parliament had not delegated sufficient power to the Italian Government to enact such a
provision.

Since this ruling, the legal position with respect to capitalization of interest on current accounts
opened prior to April 22, 2000 remains uncertain. All pending litigation against Sanpaolo IMI on this
subject relates solely to its practice of capitalizing interest with respect to pre-April 22, 2000 accounts.
With respect to those proceedings in which specific quantified claims for damages have been made,
Sanpaolo IMI is sufficiently covered by specific accruals for other risks and charges. As of June 25,
2003, the aggregate amount of such accruals is immaterial. With respect to those proceedings in which
damages have not been quantified, the risk is covered as part of an accrual €35 million intended to
cover generally the risk of litigation of an undetermined amount and of an uncertain outcome.

Italian law on fixed rate mortgage loans

Decree Law No. 394 of December 29, 2000 on usury was enacted into law on February 27, 2001.
This law applies to any installments on fixed-rate mortgage loans due after January 2, 2001, and
requires banks to renegotiate outstanding loans on the basis of a “substitute rate” of 9.96% for
residential and business mortgage loans, reduced to 8% for residential mortgage loans of up to €77,469
for the purchase of a primary residence (provided it is not considered a luxury home).

During 2001 and 2002 Sanpaolo IMI Group took appropriate steps to conform to the law, and the
negative impact of renegotiated fixed-rate mortgage rates is gradually decreasing. Going forward,
management does not expect this law to have a material adverse effect on the Group.

CONSOB proceeding against Sanpaolo IMI Asset Management SGR S.p.A.

In 2002, CONSOB brought an administrative proceeding against Sanpaolo IMI Asset Management
SGR S.p.A. (“Sanpaolo IMI Asset Management”), a company of the Group operating in the asset
management business, claiming that the positive financial results of one Sanpaolo IMI Asset
Management investment fund were obtained to the detriment of the financial results of two other
Sanpaolo IMI Asset Management investment funds and that Sanpaolo IMI Asset Management’s
internal audit system was inadequate in this respect.

Sanpaolo IMI Asset Management responded to CONSOB, asserting that there was no connection
among the performances of the three investment funds and that it always took appropriate measures as
far as internal controls were concerned. On December 24, 2002, CONSOB fined Sanpaolo IMI Asset
Management €499,000. Sanpaolo IMI Asset Management has appealed the fine at the Appeal Court
(Corte di Appello) of Milan which, on November 26, 2003, declared the fine illegitimate. On May 17,
2004 CONSOB appealed the ruling in the High Court (Corte di Cassazione). The appeal is pending.
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Proceedings concerning GEST Line

GEST Line is the Company of the Group engaged in the business of duties and taxes collection.
GEST Line was established from the merger by incorporation of the Gerico, Sanpaolo Riscossioni
Genova, Sanpaolo Riscossioni Prato and Esaban tax collection companies. See Item 4. “B. Significant
Developments During 2003—Initiatives to rationalize the Group structure” on page 68 above.

The risks connected to the pending proceedings are almost exclusively due to the tax and financial
authorities allegations of irregularity in the tax collection service and vary in nature and size according
to the individual companies incorporated.

For Gerico S.p.A., controlled by the former Cardine Banca, merged by incorporation into
Sanpaolo IMI, a series of administrative and accounting procedures are pending. The procedures were
initiated by both the local financial offices and district sections of the Court of Accounts (Corte dei
Conti). The procedures relate to alleged failures to collect tax revenues. The proceedings are pending
in various stages of judgment.

The proceedings against Esaban originated from a series of proceedings concerning denial of
requests for reimbursements made by the tax and financial authorities from 1999 to 2001.

The risks connected to the proceedings for both Gerico and Esaban are fully covered by the
unlimited guarantees assumed at that time towards the above companies by the Companies conferring
their respective tax collection business lines (the individual savings banks later merged into Cardine
Banca and the former Banco di Napoli). These guarantees concerned any losses or liabilities due to
events predating the respective conferrals and lapse in 2005. Sanpaolo IMI, following the corporate
restructuring with the incorporation of Cardine Banca and Banco di Napoli, succeeded in the
obligations deriving from these guarantees, whose risks are, in total, adequately provided for.

The guarantees do not include the risk concerned mainly with tax collection for the Venice
concession which instead falls exclusively upon GEST Line. Following proceedings for tax damages
relating to tax collection activities in Venice for presumed irregularities by certain tax collection
officials, resulted in a guilty verdict from the local Corte dei Conti against the concession of
approximately €11 million. The verdict has been contested with suspension of its effectiveness. The risk
is covered by an appropriate provision.

Fideuram Vita and Sanpaolo Life tax claims

Fideuram Vita was involved in a legal proceeding with the Italian tax authorities regarding the
years from 1985 to 1987. The tax authorities claimed Fideuram Vita’s net tax losses in 1985 and 1986
were smaller than those declared and that it had taxable income instead of a tax loss in 1987. Fideuram
Vita obtained a favorable judgment in the first instance, but substantially unfavorable decisions were
issued against it in the subsequent appeals.

Fideuram Vita has obtained a favorable ruling from the High Court (Corte di Cassazione), thus
confirming the correctness of Fideuram Vita’s action.

In December 2002, Sanpaolo Life Ltd. (“Sanpaolo Life””), an Irish subsidiary of the Sanpaolo IMI
Group, received notification of a dispute issued by the tax police (Guardia di Finanza) in respect of a
tax audit at Banca Sanpaolo Invest S.p.A (“Banca Sanpaolo Invest”).

With respect to the Sanpaolo Life products sold by Banca Sanpaolo Invest and by other Sanpaolo
IMI Group distribution channels on behalf of the insurance broker with which Sanpaolo Life has a
distribution agreement, the tax police claimed that Sanpaolo Life was effectively an Italian business and
therefore its income was subject to Italian taxation.
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Sanpaolo Life’s position, based on its own internal tax analysis and consultations with its tax
advisors, was that the tax police’s claim was unfounded. In October 2003, the tax authorities confirmed
Sanpaolo Life’s position.

Proceedings relating to the insolvencies of the Cirio and Parmalat groups
Default by Cirio on its bonds

In November 2002 the Cirio group, one of Italy’s largest agricultural and food groups, defaulted on
one of its corporate bonds; this provoked the cross default of all issues. Cirio had approximately
€1.125 billion in principal amount of debt securities outstanding. The Sanpaolo IMI Group, like the
other major Italian banking groups, had a relationship with the Cirio group. See Item 4. “B. Significant
Developments During 2003—Corporate defaults of the Cirio group and the Parmalat group” on
page 73 above.

CONSOB claims relating to Cirio

Following an investigation from April to October 2003 into dealings in Cirio bonds by Sanpaolo
IMI from 2000 to 2002, CONSOB, in a letter dated May 4, 2004, alleged that Sanpaolo IMI had
committed certain regulatory violations. CONSOB’s claims relate to alleged deficiencies in Sanpaolo
IMI’s procedures for dealing with its clients alleged lack of adequate disclosure and alleged breach of
fiduciary duties. The allegations were notified both to the Bank and to the members of the Board of
Directors and the Board of Statutory Auditors in office at the time of the period under investigation, as
well as certain executives held responsible for alleged acts of omission or commission concerning the
alleged irregularities.

Both the Bank and the recipients of the allegations have proceeded to make their defense
statement and await further developments in the proceedings. If the defense statements are not
accepted by CONSOB, fines may be applied to the individuals concerned, for whose payment the Bank
will be jointly liable. As of the date of this annual report, Sanpaolo IMI is not able to quantify the
amount of any potential fines.

Criminal investigation relating to Cirio

The state prosecution is investigating several banks, including Sanpaolo IMI, concerning dealings in
Cirio bonds as well as financing relationships with Cirio. These investigations, which are at a
preliminary stage, also concern certain Sanpaolo IMI executives, including two former Directors.
Sanpaolo IMI believes these proceedings are without foundation and is collaborating completely with
the state authorities as they conduct their investigation.

Default by Parmalat on its bonds

The Parmalat Group, an important multinational in the food sector, was declared insolvent in
December 2003.

In total, Parmalat had issued 26 bonds in the amount of approximately €7.2 billion, the majority of
which were sold on the European market.

The initiatives taken by Sanpaolo IMI on behalf of its retail customers who had purchased
Parmalat bonds was formalized in an agreement with the Comitato per la difesa dei possessori dei bond
Parmalat clienti del Gruppo Sanpaolo IMI (Committee for the defense of Sanpaolo IMI clients as
holders of Parmalat bonds). This was established on February 2, 2004 by certain customers to monitor
the developments relating to the Parmalat bonds and to obtain proof of their claims in the insolvency
proceedings. Sanpaolo IMI has undertaken to provide ancillary logistical and financial support to the
committee, which will retain all management and decision-making autonomy.
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Provisions relating to Cirio and Parmalat bonds

Following analyses and evaluations made of the potential total claims against Sanpaolo IMI related
to the defaults on Parmalat and Cirio bonds, Sanpaolo IMI has made a provision in the amount of
€30 million to cover these claims.

Proceedings by the Autorita Garante for Competition and Market (Antitrust Authority) with Sanpaolo
IMI Wealth Management and Fideuram Vita

In January 2004, the Antitrust Authority notified Sanpaolo IMI Wealth Management, as controlling
company and outsourcer of Sanpaolo Vita, and Fideuram Vita of the commencement of an
investigation. The preliminary investigation conducted by the Antitrust Authority, first regarding a
number of insurance companies and later extended to the Group companies, is aimed at alleged
restrictive practices in relation to the purchase of an advisory service from a company specialized in
analyzing the insurance market and acquiring information on the conditions of contracts, prices and
data related to competitors in the life insurance and pensions sector. According to the Antitrust
Authority, the fact that several companies share the same information would appear to be potentially
damaging to the competition. The Group companies, in a precautionary context aimed at reducing the
risks resulting from any potential violation, terminated the advisory relationship with the supplier of the
aforementioned market data before the investigation began. The developments of the investigation are
being closely monitored. As of the date of this annual report, Sanpaolo IMI is not able to quantify the
potential financial impact of these proceedings.

Proceedings of the State Prosecution against certain individuals working for Banca Fideuram and certain
executives of the subsidiary Fideuram Bank Suisse

In March 2004 the State Prosecution (Procura della Repubblica presso il Tribunale di Firenze)
launched investigations concerning, among others, certain financial salespersons of Banca Fideuram and
executives of its Swiss subsidiary, Fideuram Bank Suisse. The allegations concern conspiracy to offer
investment services or financial products in Italy without regulatory authorization, and, in the case of
one individual, money laundering.

The Bank has created a specific working group to assess the allegations and to ensure full
collaboration with the investigating authorities.
Dividends

The total dividend paid by Sanpaolo IMI each year is approved by the annual shareholders’
meeting. The dividends related to each year are paid in the following year to which they relate. Dollar
amounts have been converted at the Noon Buying Rate in effect on the respective payment dates.

Year Dividends per Share in Lire/€  Dividends per Share in U.S.$
1999 @ Lit.1,000/€0.52(1) U.S.$0.47
2000 ... Lit.1,100/€0.57(2) U.S.$0.49
2001 o €0.57(3) U.S.$0.53
2002 €0.30(4) U.S.$0.35
2003 €0.39(5) U.S.$0.48

(1) Approved at the annual shareholders’ meeting held on April 28, 2000 and paid on May 25, 2000.
(2) Approved at the annual shareholders’ meeting held on April 30, 2001 and paid on May 24, 2001.
(3) Approved at the annual sharcholders’ meeting held on April 30, 2002 and paid on May 23, 2002.
(4) Approved at the annual shareholders’ meeting held on April 29, 2003 and paid on May 22, 2003.
(5) Approved at the annual shareholders’ meeting held on April 29, 2004 and paid on May 27, 2004.

C. Significant Changes

See Item 4. “B. Significant Developments During 2003—Recent Developments” on page 73 above.
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ITEM 9. LISTING DETAILS
A. Performance of Sanpaolo IMI Share Prices

The Sanpaolo IMI Share price began 2003 at €6.200 and ended at €10.340 at December 30, 2003.
This increase represented a gain of 66.8% of the Share’s value. For the same period, the Milan banking
share index gained 30.3% of its value.

On June 15, 2004, the closing Share price was €9.4, a decrease of 9.04% from the beginning of
2004. During the same period the Milan indices, covering the top 30 companies and the banking sector,
recovered by 5.72% and decreased by 2.75%, respectively.

The principal trading market for the Sanpaolo IMI Shares is on 7Telematico under the symbol
“SPI”. The Sanpaolo IMI Shares and ADSs are also traded on SEAQ International, the London Stock
Exchange’s quotation system for equity securities of non-UK incorporated companies. Sanpaolo IMI
ADSs, each representing two Sanpaolo IMI Shares, have been listed on the NYSE under the symbol
“IMI” since November 2, 1999. JPMorgan Chase Bank is Sanpaolo IMI’s Depositary and issues the
American Depositary Receipts (“ADRs”) evidencing ADSs.

a) The following table lists the reported annual high and low prices of Sanpaolo IMI Shares for
1998, and annual high and low prices of Sanpaolo IMI Shares from 2000 to 2003. From January 4,
1999, the Sanpaolo IMI Shares began trading on 7elematico in euro. The prices for 1998 have been
restated (based on the Fixed €/Lira Exchange Rate of Lit. 1,936.27 = €1 established on December 31,
1998) as if the Sanpaolo IMI Shares had been trading in euro since the beginning of the period.

Year High(*) (**)(€)  Low(*) (**)(€)
1990 . 16.071 10.970
2000 . .o 20.800 11.483
2000 . 18.893 8.764
2002 . . 13.702 5.231
2003 . 11.346 5.796
2004 (through June 15,2004) . . . ... ..ot e 10.072 9.060

(*) Prices prior to November 2, 1999 have been restated to take account of the property spin-off.

(**) Prices at closing of trading session, Source: Borsa Italiana.
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b) The following table lists the reported high and low prices of Sanpaolo IMI Shares on
Telematico and the reported high and low prices of Sanpaolo IMI ADSs on the NYSE for each quarter
of 2002 and 2003 and for the first two quarters of 2004.

Telematico(1) NYSE
High Low High Low
2002
First quarter. . . ... ...t e 13.48 10.55 23.75 18.15
Second quarter . . . ... . 13.70  9.48 24.80 18.05
Third quarter . . . .. ... 10.09  5.69 20.72 11.40
Fourth quarter .. ...... .. .. .. . . 7.83 523 1592 10.37
2003
First quarter. . . ... ...t 7.03 580 14.88 12.76
Second quarter . . .. ... . 854 631 20.03 12.86
Third quarter . . . .. ... 923 7.85 2093 18.28
Fourth quarter .. ...... ... .. . . 1135 878 2744 20.71
2004
First quarter. . . ... ...t 11.07 9.14 27.81 2235
Second quarter (through June 15,2004) .. ............... ... .... 10.03  9.06 2393 21.66

(1) Prices at closing of trading session. Source: Borsa Italiana.

As of June 15, 2004, there were 12,387,187 ADSs outstanding, representing 24,774,374 Shares
or approximately 1.71% of Sanpaolo IMI ordinary share capital; as of the same date, there were
29 holders of record of Sanpaolo IMI ADSs.

c¢) The following table lists the reported high and low market prices of Sanpaolo IMI ADSs for
the most recent six months:

Months High Low
January 2004 . . . .. 28.00 25.09
February 2004 . . . . ..o e 27.75 2530
March 2004 . . . . .o 26.59 2225
ATl 2004 . . . oo 2417 2290
May 2004 . . . e 23.85 21.50
June 2004 (through 15, 2004) . . . ... 23.56 2240

The Sanpaolo IMI ADS quotation is presented in the decimal equivalent of the fractional
quotation for January 2002 and thereafter in decimal form following the decimalization of all stocks
quoted on the NYSE.

B. Markets

Clearance and Settlement of Sanpaolo IMI Shares

The settlement of stock exchange transactions is facilitated by a joint stock company (Monte Titoli
S.p.A., “Monte Titoli”’) which carries out the activity of central depository. Monte Titoli’s shares are
currently almost entirely owned by Borsa Italiana Group. Most Italian banks, brokers and securities
dealers have securities accounts as participants with Monte Titoli.

The Legislative Decree No. 213/98 provided for the dematerialization of securities listed or traded
on regulated markets. As a consequence of the Legislative Decree, all listed securities must be actually
entered into central depositories, and the operations concerning them have to be done by book entry.
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For this reason, beneficial owners of Sanpaolo IMI Shares must hold their interests through specific
accounts with any of the participants in Monte Titoli. The beneficial owners of Sanpaolo IMI Shares
held with Monte Titoli may transfer their shares, collect dividends, create liens and exercise other rights
with respect to those Sanpaolo IMI Shares through such accounts.

Beneficial owners of Sanpaolo IMI Shares may also hold their interests through Euroclear and
Clearstream and may transfer the Sanpaolo IMI Shares, collect dividends and exercise other
shareholders’ rights through Euroclear or Clearstream. Investors may request Euroclear or Clearstream
to transfer their Shares to an account of such holders with a participant having an account with Monte
Titoli.

Securities Trading in Italy

Sanpaolo IMI Shares are listed in Milan and New York, respectively on MT4 and NYSE. As
specified above (see Item 4. “C. Business Overview—Structure of the Italian Banking System—
Supervisory Authorities” on page 88 above), Borsa Italiana is the joint stock company organizing and
managing the regulated markets for financial instruments. Borsa Italiana previously owned by the
public sector, was finally privatized in January 1998. The shares of Borsa Italiana are currently owned
by financial intermediaries and primarily Italian Banks: Sanpaolo IMI holds as of December 31, 2003, a
13.74% share of the capital of Borsa Italiana.

The ordinary Shareholders’ Meeting of the market company is entitled, according to Section 62,
Legislative Decree n. 58/1998, to issue rules establishing the condition and procedures for the
admission, exclusion and suspension of market participants and financial instruments to and from
trading, and those for the conduct of trading and any obligations of market participants and issuers.

According to current Borsa Italiana regulations, a three-day rolling cash settlement period applies
to all trades of equity securities in Italy. Any person, through an authorized intermediary, may purchase
or sell listed securities. An “official price”, calculated for each security as a weighted average of all
trades effected during the trading day and a “reference price”, calculated for each security as a
weighted average of the last 10% of trades effected during such day are reported daily. Each of these
prices is net of the quantity traded using the cross-order function.

In particular market conditions, Borsa Italiana may, with reference to markets, categories of
financial instruments or individual instruments:

* Prolong the duration or delay the start of one or more phases of trading;

* Interrupt, where possible, continuous trading with the simultaneous reactivation of opening
auction,;

* Modify the trading conditions; and
* Suspend or reactivate trading.

Prior to January 13, 2003 Sanpaolo IMI Shares were traded only in minimum lots of prescribed
size (or multiples thereof), determined for the Sanpaolo IMI in 50 Shares. After January 13, 2003
Sanpaolo IMI Shares may be traded without any minimum lot restriction. The Shares are included in
the index of the 30 largest companies on 7elematico in terms of capitalization and liquidity (“MIB307).

Since February 19, 1996, call and put options are traded on the Italian derivatives market, which
includes the Sanpaolo IMI Shares.

Sanpaolo IMI ADSs have not at any time been suspended from trading on the NYSE (nor has
trading at any other time been halted).
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ITEM 10. ADDITIONAL INFORMATION
A. Memorandum of Articles of Association

As reported in Article 4 of the Bylaws, Sanpaolo IMI has as its purpose the collection of deposits
from the public and the business of lending in its various forms, in Italy and abroad.

Sanpaolo IMI can undertake, within the limits of the regulations in force, all banking and financial
transactions and services as well as any other transaction in the way of business and in whatever way
related to the achievement of its corporate objective.

Sanpaolo IMI in its capacity as Reporting Bank for the Bank of Italy of the Sanpaolo IMI Banking
Group according to the terms of Article 61 of Legislative Decree 385 of September 1, 1993, issues, in
the exercise of its function of management and coordination, instructions to the members of the Group
for the execution of the instructions issued by the Regulatory Authorities in the interests of stability of
the Group itself as a whole.

There are neither provision in the Bylaws concerning limitations in the right to hold securities nor
concerning:

(a) Director’s power to vote on a proposal, arrangement or contract in which the director is
materially interested;

(b) Retirement or non-retirement of director under an age limit requirement;
(c) Number of shares for director’s qualification.

The board of directors, in compliance with Italian law, determine the remuneration of Directors
with particular responsibilities, having heard the opinion of the board of statutory auditors. In
compliance with Italian law, the compensation of the Directors is determined by the shareholders’
meeting and not by the board of directors. The borrowing powers of Sanpaolo IMI are regulated by
Italian law.

The share capital is divided into ordinary or Azioni Privilegiate. Shares have dividend rights.
Dividends not claimed within five years following the day on which they are available are retained by
Sanpaolo IMI and placed to reserves, as provide for the Article 22 of the Bylaws.

Every ordinary share confers the right to one vote in ordinary and extraordinary meetings. Every
Preferred Share confers the right to one vote only in extraordinary meetings.

The Shareholders’ Meeting is ordinary or extraordinary according to the terms of the law and can
be called in Italy not necessarily at the registered office.

The ordinary Shareholders’ Meeting is called at least once a year within 120 days the end of the
financial year or, when particular circumstances demand, within 180 days.

The extraordinary Shareholders’ Meeting is called to approve matters reserved to it by law or by
the articles of association.

Participation and representation in the Shareholders’ Meeting are regulated by Italian law.

There are no provisions in the Bylaws which have been designed to prevent a change in control.

B. Foreign Investment

There are no limitations imposed by Italian law on the rights of non-residents of Italy or foreign
persons to hold or vote shares other than those limitations described below, which apply equally to all
owners of such shares. The Sanpaolo IMI Bylaws do not provide for any limitations.

197



Securities Regulations

Pursuant to Italian securities laws, any holding of any direct or indirect interest in excess of 2%,
5%, 7.5%, 10%, and higher multiples of 5%, in the voting shares of a listed company must be notified
to CONSOB and the company within the five trading days following the acquisition (the same
communication has to be done for the reduction of such interest below the above specified
percentages). The voting rights relating to the Shares for which the required notifications have not
been given may not be exercised. Cross-ownership between listed companies may not exceed 2% of
their respective voting Shares. Likewise, cross-ownership between a listed company and an unlisted
company may not exceed 2% of the voting Shares of the listed company or 10% of the voting Shares of
the unlisted company. The 2% threshold may be increased to 5% pursuant to an agreement between
the companies approved by the ordinary shareholders’ meeting of the two companies. Pursuant to
CONSORB interpretation of cross-ownership (release of October 10, 1999) foreign companies are
treated as unlisted companies. Italian listed companies’ stake in a foreign company may not exceed
10% of such foreign company’s stake in the Italian listed company exceeds 2%, conversely a foreign
company may not exceed the 2% limit if the Italian company owing more than 10% of such foreign
company. Any Shares held in excess of such thresholds may not be voted and must be sold by one of
the companies as specified by applicable law. Shares held through subsidiaries, fiduciaries or
intermediaries are taken into account for the purposes of calculating these ownership thresholds.
However, those provisions on cross-ownership do not apply when a controlled company purchases the
shares of a controlling company, within certain limits provided by law and following the approval of the
controlled company ordinary shareholders’ meeting.

Furthermore, any agreement, in whatever form, intended to regulate the exercise of voting rights in
a listed company (or in the company or companies controlling a listed company), together with any of
its