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PRESENTATION OF INFORMATION

Sanpaolo IMI S.p.A. publishes audited consolidated financial statements which are included elsewhere in this annual
report (the "Consolidated Financial Statements') for Sanpaolo IMI S.p.A. 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"). Referencesto "we" or "our" are to the Group on a consolidated basis.
References to "Sanpaolo IMI" or the "Parent Bank" are to Sanpaolo IMI S.p.A. on an unconsolidated basis.

In this annual report, referencesto "U.S. dollars’, "dollars" or "$" are to the United States dollar; referencesto "euro",
"Euro" or "€" are to the euro. For purposes of this annual report, "billion" means a thousand million. The noon buying rate in
the City of New Y ork for cable transfersin foreign currencies as announced by the Federal Reserve Bank of New Y ork for
customs purposes (the "Noon Buying Rate") for the euro in effect on June 12, 2006 was €1 = $1.2587.

This annual report contains trandations of certain euro amountsinto U.S. dollars at specified rates. Unless otherwise
specified, the trandations of euro into U.S. dollars have been made at the Noon Buying Rate for the euro in effect on
December 31, 2005, which was €1 = $1.1842. 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 trandated into euro in the preparation of the Consolidated Financial Statements.

The Consolidated Financial Statementsfor the years ended December 31, 2005 and 2004 included in this annual report
have been prepared in accordance with International Accounting Standards ("1AS") and International Financial Reporting
Standards ("IFRS"), issued by the International Accounting Standards Board ("IASB") and endorsed by the European
Commission on December 31, 2005 on the basis of the procedure set forth in EC Regulation no. 1606/2002 ("EU GAAP" or
"IAS/IFRS"), pursuant to Article 3 (1) of Italian Legislative Decree No. 38/2005. In preparing the financial statements, we
also referred to the Bank of Italy circular No. 262 of December 22, 2005 governing bank financial statements, and the
provisional implementation measures issued by the Bank of Italy in that circular. EU GAAP differsin certain significant
respects from generally accepted accounting principles in the United States ("U.S. GAAP"). The results at and for the year
ended December 31, 2005 were prepared in accordance with EU GAAP. The comparable results at and for the year ended
December 31, 2004 were also prepared in accordance with EU GAAP; however, as permitted by IFRS 1, these results
excluded the application of IAS 32, IAS 39 (financial instruments) and IFRS 4 (insurance contracts), for which the transition
date was January 1, 2005, and Italian GAAP continued to apply to the recognition of results, assets and liabilities to which
IAS 32, IAS 39 and IFRS 4 would otherwise have applied.

This annual report contains information that has been derived from the Consolidated Financial Statements for the years
ended December 31, 2003, 2002 and 2001 not included in this annual report, but previously filed with the United States
Securities and Exchange Commission, have been prepared in accordance with generally accepted accounting principlesin
Italy, including Legidative 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 U.S. GAAP.

For a summary of the significant differences among IFRS, EU GAAP, and U.S. GAAP, please see: Part M, Section 1
and Section 2 on pages F-214 and F-215 of the Consolidated Financial Statements.

In this annual report we also present, solely for purposes of management's Operating and Financial Review and
Prospects, reclassified and pro formaincome statement information. For an

1




explanation of the reconciliation between the audited and reclassified income statements, see: Item 5.A—."Operating and
Financial Review and Prospects, Results of Operations by Business Sector for the Two Y ears Ended December 31, 2005,
Reconciliation Between Audited and Reclassified Income Statements’ on page 97 below.

Asused in this annual report, "Shares" means the ordinary shares of €2.88 par value of Sanpaolo IMI and excludes the
Azioni Privilegiate (as defined below). The general shareholders meeting of Sanpaolo IMI1 of April 29, 2006 resolved to
increase the par value of the Shares from €2.80 to €2.88.

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 financia 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", "goa", "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 7 below;
Item 4. "Information on Sanpaolo IMI—A. History and Development of Sanpaolo IMI™ on page 56 below;
Item 4. "Information on Sanpaolo IMI—C. Business Overview" on page 59 below;

Item 5. "Operating and Financial Review and Prospects' on page 93 below;

Item 8. "Financial Information—A. Consolidated Statements and Other Financial Information—B. Legal Proceedings’ on
page 174 below, including statements regarding the likely effect of matters discussed therein; and

Item 11. "Quantitative and Qualitative Disclosures about Market Risk" on page 194 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 and judicial decisions and changesin the regulatory and legal environment;

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

the impact of fluctuations in currency exchange rates, interest rates and stock market prices,

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 expendituresit has madein Italy and abroad;
the Group's ability to successfully implement the 2006-2008 Plan (as defined below);
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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
194 below. By their nature, certain of the market risk disclosures are only estimates and could be materially different from
what actually occursin the future. As aresult, 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
The Group'sfinancial 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, changesin 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 affecting 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'sinvestment and trading portfolios. Changesin
laws and regulations and government policies 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. In addition, the process of cross-border
banking consolidation globally and particularly in Italy may lead to increasing competition from financialy stronger rivals
and may also raise the level on systemic concentration risk.

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 changesin
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 results of operations, financial condition and business activities.

The Group may also be subject to claims arising from the sale of certain securities and saving products. See: Item 8
"Financial Information—Lega Proceedings' on page 174 below.
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The Group'sfinancial results are affected by changesin interest rates.

The Group's results of operations are dependent to a significant extent on the level of net interest income, which isthe
difference between interest income from interest-earning assets and interest expense on interest-bearing liabilities. Interest
rates are sensitive to many factors beyond the Group's control, such as monetary policies pursued by central banks and
national governments, the liberalization of financial services and increased competition in the markets in which the Group
operates, domestic and international economic and political conditions, and other factors.

Changesin interest rates could affect the spread between interest rates charged on interest-earning assets and interest
rates paid on interest-bearing liabilities, which in turn could affect the level of the Group's net interest income. Moreover, the
composition of the Group's assets and liabilities, and any gap position resulting from the composition, causes the Group's net
interest income to vary with changesin interest rates. A mismatch of interest-earning assets and interest-bearing liabilitiesin
any given period may, in the event of changesin interest rates, have a material effect on the Group's net interest income and
thereby on the Group's results of operations and financia condition.

The Group is subject to credit and market risk.

To the extent any of the instruments and strategies the Group uses to hedge or otherwise manage its exposure to credit or
market risk are not effective, the Group may not be able to mitigate effectively the Group's risk exposures in particular market
environments or against particular types of risk. The Group's trading revenues and interest rate risk are dependent upon its
ability to identify properly, and mark to market, changes in the value of financia instruments caused by changes in market
prices or interest rates. The Group's financial results are also dependent upon how effectively the Group determines and
assesses the cost of credit and manages its credit risk and market risk concentrations. To the extent the Group's assessments of
migrations in credit quality and of risk concentrations, or the Group's assumptions or estimates used in establishing its
valuation models for the fair value of the Group's assets and liabilities or in determining the appropriate level of itsloan loss
allowances and other risk allowances prove inaccurate or not predictive of actual results, the Group could suffer higher than
anticipated credit, trading or investment losses. Thisin turn could adversely affect the Group's results of operations and
financia condition.

For a discussion of the Group's credit and market risks and its management of such risks, please see: I1tem 11.
"Quantitative and Qualitative Disclosures about Market Risk" on page 194 below.

The Group is subject to operational risk.

The Group, like al financia ingtitutions, is exposed to many types of operational risk, including the risk of fraud or
other misconduct by employees or outsiders, unauthorized transactions by employees or operational errors, including clerical
or record-keeping errors or errors resulting from faulty computer or telecommunications systems. Given the Group's high
volume of transactions, certain errors may be repeated or compounded before they are discovered and successfully rectified.
In addition, the Group's dependence upon automated systems to record and process its transactions may further increase the
risk that technical system flaws or employee tampering or manipulation of those systemswill result in losses that are difficult
to detect. The Group may also be subject to disruptions of its operating systems, arising from events that are wholly or
partially beyond the Group's control (including, for example, computer viruses or electrical or telecommunication outages),
which may give rise to losses in service to customers and to loss or liability to the Group. The Group is further exposed to the
risk that external vendors may be unable to fulfill their contractual obligations to the Group (or that external vendors will be
subject to the risk of fraud or operational errors by their respective employees), and to the risk that its (or its vendors)
business continuity and data security systems prove not to be sufficiently adequate. The Group also faces the risk that the
design of its controls and




procedures prove inadequate, or are circumvented, thereby causing delaysin detection or errors in information. Although the
Group maintains a system of controls designed to keep operational risk at appropriate levels, the Group has suffered losses
from operational risk and there can be no assurance that it will not suffer losses from operational risk in the future that may be
meateria in amount.

For adiscussion of the Group's operational risk and its management of such risk, please see: Item 11. "Quantitative and
Qualitative Disclosures about Market Risk" on page 194 below.

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 risks that the Group may fail 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
toolsto 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. |n addition, the Group's quantified modeling does not take al 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 inadeguate, they could take
their business elsewhere. This could harm the Group's reputation, results of operations and financial condition.

Market declines and volatility can materially adversely affect revenues and profits.

Conditionsin the financial marketsin Italy and elsewhere materially affect the Group's businesses. Market declines and
increased volatility 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. An overall market downturn or increased
volatility in market conditions can adversely affect the Group's business, results of operations and financial condition.

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 devel opments can lead to material losses if the Group
cannot close out deteriorating positionsin atimely 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 cal culates using models other than publicly
guoted prices. Monitoring the deterioration of prices of assets like these is difficult and failure to do so effectively could lead
to losses that the Group did not anticipate or that were higher than those anticipated. Thisin turn could adversely affect the
Group's results of operations and financial condition.




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 harm to the Group's business.

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 aresult 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 clientsin its products and services. Thisin turn
could adversely affect the Group's results of operations and financial condition.

The Group'sinvestment 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, asset management and other commission- and
fee-based businesses.

Market downturns are likely to lead to declinesin 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 custody businesses, among others.

Even in the absence of amarket downturn, below-market performance by the Group's mutual funds may result in
increased withdrawal s and reduced inflows, which would reduce the revenues the Group receives from its asset
management business.

I ntense 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 isintensein all of the Group's primary business areasin Italy and the other countriesin which the Group
conducts its business, including other European countries and the United States. The Group derived approximately 89.3% of
its net revenuesin 2005 from Italy, a mature market where competitive pressures have increased and we believe will
intensify. 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. In addition, as a result of
technological advances, the growth of e-commerce and the progressive liberalization of financia servicesin the European
Union, we face increased competition for some of our products and services from non-bank competitors, such as mutual
funds, pension funds and insurance companies. 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 |ose market share in
important areas of its business or incur losses on some or all of its activities.

The Group'sinsurance businesses are subject to inherent risks including claims.

Future claimsin the Group's life insurance business may be higher than expected as aresult of changing trendsin claims
experience resulting from such factors as demographic devel opments, changes in mortality and other causes beyond the
Group's control. These changes could adversely affect the profitability of the Group's insurance products and services. The
Group intends to expand its insurance activities by the organic reorganization of its formerly separate businesses into Eurizon.
This project has been initiated and is planned to be followed by the separate Italian stock market quotation of the company.
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PART |
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISORS
Not applicable.
ITEM 2. OFFER STATISTICSAND EXPECTED TIMETABLE
Not applicable.
ITEM 3. KEY INFORMATION
A. Sdlected Financial Data

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.

Consolidated I ncome Statement Data
The following table shows consolidated data from our audited income statements for the periods indicated.

As explained under "Presentation of Financial Information", the results at and for the year ended December 31, 2005
were prepared in accordance with EU GAAP. The comparable results at and for the year ended December 31, 2004 were also
prepared in accordance with EU GAAP; however, as permitted by IFRS 1, these results excluded the application of IAS 32,
IAS 39 and IFRS 4, for which the transition date was January 1, 2005, and Italian GAAP continued to apply to the
recognition of results, assets and liabilitiesto which IAS 32, IAS 39 and IFRS 4 would otherwise have applied. In the table
that follows, the line items for the year ended December 31, 2004 identified as"Italian GAAP" represents the lineitems on
which IAS 32, IAS 39 and IFRS 4 had an impact that were prepared in accordance with Italian GAAP. All other line items
were prepared in accordance with EU GAAP.

Year ended December 31,
2005 2004

(in millions of €)

10. Interest income and similar revenues 8,235
10. Italian GAAP Interest income and similar revenues 7,196
20. Interest expense and similar charges (3,786)
20. Italian GAAP Interest expense and similar charges (3,534)
30. Net interest income 4,449 3,662
40. Commissions receivable 4,166
40. Italian GAAP Commissions income 3,980
50. Commissions payable (758)
50. Italian GAAP Commission expense (764)
60. Net commissions 3,408 3,216
70. Dividends and other revenues 475
30. Italian GAAP Dividends and other revenues 152
80. Net dealing income 104
0. Net results of hedging transactions 4
100. Profit/(loss) on disposal or repurchase of 394

a) loans 57

b) available-for-sale investments 347

¢) held-to-maturity investments —

d) financial liabilities (20)
110. Net result of financial assets and liabilities recorded at fair value 219




60. Italian GAAP

120.
130.

140.
120.

130.

150.
160.
140.
150.
160.

170.

180.

190.
200.
210.
220.

230.
240.
250.
170.
260.
270.
280.
190.
200.
230.
290.
240.
300.
310.
320.
330.

Italian GAAP
[talian GAAP

[talian GAAP

[talian GAAP
Italian GAAP

[talian GAAP

[talian GAAP
[talian GAAP
[talian GAAP

[talian GAAP

oy

Profit/(loss) in financial transactions
Life assurance business—technical account gross of administrative
expenses
General insurance business—technical account gross of
administrative expenses
Net interest and other income
Net adjustments for impairment of
a) loans
b) available-for-sale investments
¢) held-to-maturity investments
d) other financial transactions
Provisionsto the allowance for probable loan losses
Adjustments to |oans and provisions for guarantees and
commitments
Writebacks of adjustments to loans and provisions for guarantees
and commitments
Adjustmentsto financial fixed assets
Writebacks of adjustments to financial fixed assets
Net result of financial management activities
Net premiums
Balance of other income/charges arising on insurance management
activities
Net result of financial management and insurance management
activities
Administrative expenses
a) personnel expenses(1)
b) other administrative expenses(1)
Net accruals to provision for risks and charges
Net adjustments to tangible assets(1)
Net adjustments to intangible assets
Other operating income/charges
Other net income from insurance business
Operating costs
Profit/(loss) from investments carried at equity
Net fair value adjustment to tangible and intangible assets
Profit/(loss) from investments carried at equity
Goodwill adjustments
Profit/(loss) on disposal of investments
Operating profit/(loss) befor e taxation
Other income
Other expense
Changesin reserve for general banking risks
Taxesfor the period
Income taxes
Operating profit/(loss) after taxation
Profit/(loss) on discontinued operations net of taxes
Profit/(loss) for the period
Profit/(loss) attributable to minority interests
Parent Bank net profit/(loss)
Net income per share
Net diluted income per share

Includes amounts related to the insurance business.

9,045
(442)
(437)

(1)

(4)

8,603
3,599
(4,496)

7,706

(4,353)

(2,839)

(1,514)

(53)

(239)

(198)
74

(4,769)
70

(1)
17
3,023

(948)

2,075

(35)
2,040

(57)
1,983
1.06
1.06

227
10

(1,478)

5,789

(17)
(914)

410

(106)
124
5,286

5,286

(4,346)
(2,821)
(1,525)
(216)
(242)
(230)
29
1,838
(3,167)

26

2,145
286
(138)

()

(754)
1,537

(35)
1,502

(55)
1,447
0.79
0.79




Per Share Data

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

EU GAAP
Year ended December 31,
2005 2004
(in €, except for number of shares)

Sanpaolo IMI Share price at year-end(1) 13.22 10.60
Dividend per Share at year-end(2) 0.57 0.47
Shareholders' equity per Shares outstanding at year-end(3) 7.22 6.62
Average number of Shares(4)(5) 1,474,881,099 1,446,634,694
U.S. GAAP

Year ended December 31,

2005 2004 2003 2002 2001

Basic earnings/loss per Share (in euro)(6) 0.85 0.31 0.41 0.68 0.41
Diluted earnings/loss per Share (in euro)(7) 0.85 0.30 0.41 0.68 0.41
(1) Pricesat closing of trading session. Source: Borsa Italiana (Italian Stock Exchange).

2

3
(4)
()

(6)

(")

On June 1, 2002, 388,334,018 shares were converted into Azioni Privilegiate. Please see: Item 4. "A. History and
Development of Sanpaolo IMI—The Merged Group™ on page 57 below. The calculation of dividend per share at the end
of 2002 includes the Azioni Privilegiate. Please see: Item 8. "B. Legal Proceedings—Dividends' on page 182 below, for
the dividend per Share as of December, 31 2003, 2002 and 2001. The dividend per American Depositary Share (ADS)
was U.S. $1.06 in 2005, U.S. $1.18in 2004, U.S. $0.96 in 2003, U.S. $0.70 in 2002 and U.S. $1.06 in 2001.

Shares outstanding at year-end represent ordinary shares plusthe Azioni Privilegiate minus treasury Shares at year-end.
The average has been calculated based on daily figures from January 1 to December 31 of each year.

Calculated on the average number of Shares, excluding the average number of Azioni Privilegiate (as defined above) and
the average number of treasury Shares held by the Group.

Basic earnings represent net income after minority interests as a percentage of average number of Shares excluding the
average number of Azioni Privilegiate and the average number of treasury Shares held by the Group.

Diluted earnings represent net income after minority interests as a percentage of average number of Shares excluding the
average number of Azioni Privilegiate, the average number of treasury Shares held by the Group, plus the average
number of Sharesissuable on conversion of all potentially dilutive instruments into Shares.

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 1-3 following the table, the balance sheet data have been extracted from our audited consolidated balance sheet,
which is presented in the Consolidated Financial Statementsincluded in this annual report.
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Consolidated Balance Sheet Data

EU GAAP
At December 31,
2005 2004
(millions of €, except
per centages)

Total assets 263,258 252,760
Net loans(1) 168,343 147,143

of which: securities 1,310 n.a
Due to banks(2) 35,682 28,277
Marketable debt securities and subordinated debt(3) 53,066 54,941
Minority interests(4) 233 282
Capital 5,239 5,218
Other reserves 8,244 7,090
Shareholders' equity(5) 13,483 12,308
Consolidated Ratios
Profitability Ratios
Return on assets at year-end(6) 0.75% 0.57%
Return on shareholders' equity at year-end(7) 14.71% 11.76%
Capital Ratio
Shareholders' equity to total assets at year-end 5.12% 4.87%

(1) Representsthe sum of Item 60. "loans to banks" and Item 70. "Loans to customers'. Net loans are total loans net of any
write-offs and any allowance for probable loan losses (including, for performing loans, any allowance for general risks).
The amount of net loansis the loan amount that appears on the audited consolidated balance sheet.

(2) RepresentsItem 10. "Due to banks".

(3) Representsthe sum of Item 30. "Securities issued" and " Subordinated liabilities'.

(4) RepresentsItem 210. "Minority interest”.

(5) Representsthe sum of Item 140 "Vauation reserves’, Item 160. "Capital instruments’, Item 170. "Reserves’, Item 180.
"Additional paid-in capital", Item 190. "Capital", Item 200. "Own shares" and Item 220 "Income/(loss) for the period”.

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

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

n.a means not available.
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Selected U.S. GAAP Data

The following table shows, at the dates or for the periods indicated, selected balance sheet and income statement data
calculated in accordance with U.S. GAAP. See"Summary of significant differences between EU GAAP, IFRS as published

by IASB and U.S. GAAP' on page F-214 below.

At or for theyear ended December 31,

2005 2004 2003 2002 2001
(millions of €)

Total assets 264,574 253,732 238,317 231,814 191,378
Capital stock 5,226 5,204 5,135 5,130 3,884
Shareholders' equity 16,824 15,876 15,557 14,934 11,607
Net interest income 4,120 3,867 3,758 3,070 2,666
Income before taxes and minority interests 2,310 1,038 996 (800) 790
Net income 1,592 559 750 (1,120) 571
Exchange Rates

The following table shows, for the periods indicated, information regarding the Noon Buying Rate for the euro,
expressed in U.S. dollars per euro.
Year ended December 31, High Low Average(1) At Period End
2002 1.0485 0.8594 0.9495 1.0485
2003 1.2597 1.0361 1.1411 1.2597
2004 1.3625 1.1801 1.2478 1.3538
2005 1.3476 1.1667 1.2400 1.1842
2006 (through June 12, 2006) 1.2953 1.1860 1.2378 1.2587
(1) Average of therates 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 Low
January 2006 1.2287 1.1980
February 2006 1.2100 1.1860
March 2006 1.2197 1.1886
April 2006 1.2624 1.2091
May 2006 1.2888 1.2607
June 2006 (through June 12, 2006) 1.2953 1.2587

The Shares trade 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") listed on the
New Y ork Stock Exchange ("NY SE"). Cash dividends are paid by Sanpaolo IMI in euro, and exchange rate fluctuations 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.
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B. Selected Statistical Information

In the discussion that follows, we describe and discuss the assets and the liabilities related to the Group's banking
activities. The financial information set forth in the following tables has been derived from the Consolidated Financial
Statements and has been adjusted to exclude assets and liabilities related to the Group's insurance activities.

Assets

The following tables set forth, at the dates indicated, the principal components of the assets related to our
banking activities.

EU GAAP
At December 31,
2005 2004
% of total % of total
Amount assets Amount assets
(in millions of €, except per centages)
L oans and leases to non-credit institutions, net(1)(2)(3) 139,507 62.49% 123,201 57.78%
of which:
Short-term loans 42,228 18.92% 37,409 17.55%
Medium- and long-term loans 95,887 42.95% 84,645 39.70%
Non-performing loans 1,080 0.48% 1,147 0.54%
Debt securities 312 0.14% n.a n.a
Non-performing debt securities 0 0.00% n.a n.a
I nterest-ear ning deposits and loans to credit institutions,
net(1) 28,771 12.89% 23,942 11.23%
of which:
Reverse repurchase agreements 11,725 5.25% 12,576 5.90%
Dealing securities and investments 30,210 13.53% 29,340 13.76%
of which:
Debt securities 23,111 10.35% 26,314 12.34%
Equity and others 7,099 3.18% 3,026 1.42%
Other assets 24,748 11.09% 36,730 17.23%
Total assets 223,236 100.00% 213,213 100.00%
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Italian GAAP

At December 31, 2003

Amount % of total assets

(in millions of €, except percentages)

L oans and leases to non-credit institutions, net(1)(2)(3) 124,599 61.51%
of which:

Short-term loans 42,815 21.13%
Medium- and long-term loans 80,613 39.79%
Non-performing loans 1,171 0.58%
I nter est-ear ning deposits and loans to credit institutions, net(1) 22,278 11.00%
of which:

Reverse repurchase agreements 10,121 5.00%
Dealing securities and investments 25,258 12.47%
of which:

Investment securities 2,935 1.45%
Dealing securities 22,323 11.02%
Other assets 30,445 15.03%
Total assets 202,580 100.00%

(1) Netloans aretotal loans net of any write-offs and any allowance for probable loan losses (including, for performing
loans, any allowance for general risks). The amount of net loansis the amount that appears on the balance sheet.

(2) Includes reverse repurchase agreements in the amounts of €2,302 million, €2,808 million and €1,694 million at
December 31, 2005, 2004 and 2003, respectively.

(3) Includesloansto SGA. SGA isthe company established to recover non-performing loans of Banco di Napoli. Loansto
SGA amounted to €595 million, €814 million and €1,013 million at December 31, 2005, 2004 and 2003, respectively.
See Part B, Section 7 of the Consolidated Financial Statements at page F-44 below.

n.a. means not available.
Loans and Leases to Non-credit Institutions

Our net loans and leases to non-credit institutions, which we a so refer to as our loans to customers, totaled
€139.5 hillion at December 31, 2005, an increase of €16.3 billion, or 13.2%, from €123.2 billion at December 31, 2004.
Medium—and long-term loans increased by €11.3 billion, or 13.3%, to €95.9 hillion at December 31, 2005 from €84.6 hillion
at December 31, 2004, while short-term loans increased by €4.8 hillion, or 12.8%, to €42.2 hillion at December 31, 2005
from €37.4 hillion at December 31, 2004. The increase in our loans to customers, and in particular the increased proportion of
our loans to customers represented by medium- and long-term loans, reflected a continued trend on the part of our customers
to lengthening the maturity profile of their bank debt. This trend was somewhat attenuated compared to previous years,
however, as interest rates remained relatively favorable for short-term debt and the sel ective recovery in the performance of
long-term investments reduced some borrowers' need to finance their working capital with bank debt.

Breaking down our net loans to customers by counterparty, loans to households increased by €4.1 billion, or 14.7%, to
€32.1 hillion at December 31, 2005 from €28.0 billion at December 31, 2004; and |oans to non-bank financial institutions
increased by €1.5 hillion, or 13%, to €12.9 billion at December 31, 2005 from €11.4 billion at December 31, 2004. Loansto
non-financial businesses
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increased by €10.7 billion, or 15.3%, to €81.03 billion at December 31, 2005 from €70.3 billion at December 31, 2004. Loans
to governments and other public entities remained effectively stable, amounting to €13.56 billion at December 31, 2005
compared to €13.57 billion at December 31, 2004. See also "Item 3.B.—L oan Portfolio—L oans by Category of Borrower" at
page 20 below.

As of the end of December 2005, our market share in the domestic market was equal to 10.1% for total loans, a0.1%
increase compared to the end of 2004. The domestic market share in medium-/long-term loans to households and
non-financial resident companies was 9.5% and that in short term loans was 8.8% (source: Bank of Italy).

Interest-earning Deposits and Loans to Credit Institutions

Interest-earning deposits, otherwise known as interbank deposits, and loans to credit institutions increased by
€4.8 billion, or 20.2%, to €28.8 billion at December 31, 2005 from €23.9 billion at December 31, 2004. Of these totals,
financings in the form of reverse repurchase agreements decreased by €0.9 billion, or 6.8%, to €11.7 billion at December 31,
2005 compared to €12.6 billion at December 31, 2004. For a discussion of the net effect of our lending to credit institutions
and our funding from credit institutions, see "Item 3.B.—Liabilities and Funding Sources" on page 50 below and Item 5.
"Operating and Financial Review and Prospects' on page 93 below.

Securities portfolio

At December 31, 2005, the book value of our securities portfolio totaled €30.2 billion, an increase of €0.9 hillion, or
3.0%, from €29.3 billion at December 31, 2004. This increase was due to a €4.1 billion increase in our holdings of equities
and similar securities, partialy offset by a €3.2 billion decrease in debt securities.

The securities portfolio of the Parent Bank, held for treasury regquirements and investment purposes, amounted to
€8.3 billion at December 31, 2005. Of the Parent Bank's securities portfolio, at year-end 2005, 59% of the amount consisted
of EU member state government bonds, 35% consisted of securities issued by banks, other financial institutions and
international organizations, and 4% consisted of corporate debt.

The securities portfolio of BancalMI, as of 31 December 2005, amounted to €11.7 billion, in line with the €11.9 hillion
held at the end of 2004; of the former amount, 73.8% consisted of debt securities, 25.6% of sharesin OICR funds and the
remaining 0.6% of equity of securities. Short positions in securities amounted to €2.31 billion a decrease of 5.7% compared
to the value as of 31 December 2004 (€2.45 hillion).

Average Balances and Interest Rates

For information about the average balances and average yields of our interest-earning assets and the average balances
and average costs of our interest-bearing liabilities, please see Item 5. "Operating and Financial Review and Prospects’ on
page 93 below.

Changein Net Interest Income—Volume and Rate Analysis

For information about the allocation of changesin net interest income to changes in average volume, changes in average
rate and changes in both volume and rate by category of our interest-earning assets and our interest-bearing liabilities, please
see Item 5. "Operating and Financial Review and Prospects' on page 93 below.
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Net Interest Margin and Interest Spread

For information about our net interest margin and interest spread, please see Item 5. "Operating and Financial Review
and Prospects' on page 93 below.

L oan Portfolio

The Group's loan portfolio consists of loans and leases to non-credit institutions (which is the largest component of our
loan portfolio), interbank deposits and loans to credit institutions, financings in the form of reverse repurchase agreements,
and debt securities with fixed or determinable payments which are not listed on active markets and have not been classified as
available for sale, held for trading or designated at fair value. In this section, we present a variety of information about the
Group's loan portfolio, including the distribution of our loans by categories different from those shown on our average or
year-end balance sheet, such as loans by type of facility, loans by category of borrower, domestic and international loans by
category of borrower, and loans by geographic area.

For purposes of our average and year-end balance sheet, aswell as for purposes of this section, loans are stated, when
they arefirst recorded on the balance sheet, at their fair value modified by any direct transaction costs or income, if tangible
and determinable. At subsequent dates, loans are stated at their amortized cost using the effective interest rate criterion. The
value at which loans are carried in the Consolidated Financial Statements is regularly tested for impairment to establish if,
owing to any losses in value, the loans may have to be stated at their expected recovery amount. Impairment testing further
takes into account any guarantee and collateral securing aloan.

Any adjustments to the value of loans shown in the Consolidated Financial Statements are calculated taking into account
the extent to which loans have become impaired, whether the loans are assessed for impairment on an individual or collective
basis. See "Item 3.B.—Risk Elementsin the Loan Portfolio” on page 27 below and Part A.2, Section 4 of the Consolidated
Financial Statements on page F-20 below.

When it has been determined that aloan isimpaired, the Group either writes off the loan, with the amount written off
being charged directly to income, or makes a provision, which is charged to income through the allowance for probable loan
losses. Provisions, whether specific or general, are made by entering a"value adjustment" to reduce the value of the asset
shown on the balance sheet, on the basis of the aforementioned criteria. These provisions, however, may be reversed by
means of write-backs recorded in a caption included in the income statement where all net value adjustments on loans are
recorded, in the event that the reasons for the provisions cease to apply or the amounts recovered on the loans are higher than
the provisions made for those loans.

In this section, the term "net loans' refers to the amount of loans shown on the balance sheet. Net |oans are net of any
write-offs and any allowance for probable loan losses (including, for performing loans, any allowance for general risks; see
Part A.2, Section 4 of the Consolidated Financial Statements on page F-20 below). The term "total loans' refers to loans net
of any write-offs, but before any deduction for the allowance for probable loan losses. Total loans do not appear on the
balance sheet, but are set forth under "Total loans to customers' and "Total loans to banks" in Part E, Section 1, Quantitative
Information, of the Consolidated Financial Statements on page F-122 below.
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Loans by Type of Facility

The following tables show, at the dates indicated, the distribution of the Group's net loans related to banking activities by

type of facility.

At December 31,

2005 2004
EU GAAP
Net loans(1) Amount % of net loans Amount % of net loans
(millions of €, except percentages)
Installment loans 74,893 44.51% 67,672 45.99%
Other fixed-term loans 19,930 11.84% 17,142 11.65%
Loans to banks(2) 16,048 9.54% 11,356 7.72%
Current account overdrafts 17,311 10.29% 16,199 11.01%
Reverse repurchase agreements(3) 14,027 8.34% 15,384 10.46%
Advances with recourse 5,334 3.17% 2,288 1.55%
Import-export loans 3,201 1.90% 2,922 1.99%
Finance leases 6,607 3.93% 5,370 3.65%
Personal |oans 4,748 2.82% 3,837 2.61%
Discounted notes 0 0% 749 0.51%
Factoring loans 1,449 0.86% 2,916 1.98%
Subordinated loans(3) 0 0% 161 0.11%
Non-performing loans(4) 1,080 0.64% 1,147 0.78%
Debt securities 1,310 0.78% n.a n.a
Other 2,340 1.39% n.a n.a
Total net loans(3) 168,278 100.00% 147,143 100.00%
At December 31,
2003 2002 2001
Italian GAAP % of net % of net % of net
Net loans(1) Amount loans Amount loans Amount loans
(millions of €, except per centages)
Installment loans 64,642 44.01% 59,651 40.11% 45,760 38.6%
Other fixed-term loans 22,791 15.52% 28,024 18.85% 25,509 21.5%
Loans to banks(2) 12,147 8.27% 10,326 6.94% 14,800 12.5%
Current account overdrafts 17,492 11.91% 17,574 11.82% 10,581 8.9%
Reverse repurchase agreements(3) 11,815 8.04% 14,262 9.59% 10,482 8.8%
Advances with recourse 2,557 1.74% 3,484 2.34% 2,781 2.3%
I mport-export loans 3,111 2.12% 3,090 2.08% 2,465 2.1%
Finance leases 4,594 3.13% 4,266 2.87% 2,253 1.9%
Personal loans 3,433 2.34% 3,782 2.54% 1,250 1.1%
Discounted notes 943 0.64% 1,067 0.72% 968 0.8%
Factoring loans 2,105 1.43% 1,717 1.15% 798 0.7%
Subordinated |oans(3) 76 0.05% 123 0.08% 49 0.0%
Non-performing loans(4) 1,171 0.80% 1,335 0.90% 931 0.8%
Tota net loans 146,877 100.00% 148,701 100.00% 118,627 100.00%

(1) Netloans aretotal loans net of any write-offs and any allowance for probable loan losses (including, for performing
loans, any allowance for genera risks). The amount of net loansis the loan amount that appears on the balance sheet.
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(2) Excludes reverse repurchase agreements with and subordinated loans to banks.
(3) Includes such loans to banks.
(4) Includes non-performing loans to banks. These numbers refer only to net loans and therefore differ from the figures for

non-performing loans shown under "ltem 3.B.—Risk Elementsin the Loan Portfolio" on page 27 below in the table
setting forth our classified loans on atotal loan basis.

n.a. means not available.
Remaining Maturities of Loans by Type of Facility

The following table shows the maturities, based upon contract terms, of the Group's net loans related to banking
activities by type of facility at December 31, 2005. To the extent loans are rolled over at maturity, they are treated as new
loans for credit approval purposes and are included in the table below at their new maturities.

At December 31, 2005

Between one and

Within one year fiveyears Morethan fiveyears Total
EU GAAP
Net loans(1) Amount % of total Amount % of total Amount % of total Amount % of total

(millions of €, except per centages)

Installment loans 11,079 13.31% 30,795 67.56% 33,019 83.75% 74,893 44.51%
Other fixed-term loans 13,381 16.07% 3,636 7.98% 2,913 7.39% 19,930 11.84%
Loans to banks(2) 13,851 16.63% 1,446 3.17% 750 1.90% 16,047 9.54%
Current account overdrafts 16,477 19.79% 665 1.46% 169 0.43% 17,311 10.29%
Reverse repurchase
agreements(3) 14,027 16.85% — 0.00% — 0.00% 14,027 8.34%
Advances with recourse 4,675 5.61% 659 1.45% — 0.00% 5,334 3.17%
Import-export loans 3,111 3.74% 90 0.20% — 0.00% 3,201 1.90%
Finance leases 1,533 1.84% 3,417 7.50% 1,657 4.20% 6,607 3.93%
Personal loans 1,709 2.05% 2,629 5.77% 410 1.04% 4,748 2.82%
Discounted notes — 0.00% — 0.00% — 0.00% — 0.00%
Factoring loans 695 0.83% 495 1.09% 259 0.66% 1,449 0.86%
Subordinated loans(3) — 0.00% — 0.00% — 0.00% — 0.00%
Non-performing loans(4) — 0.00% 1,080 2.37% — 0.00% 1,080 0.64%
Debt securities 771 0.93% 458 1.00% 82 0.21% 1,311 0.78%
Other 1,960 2.35% 212 0.47% 168 0.43% 2,340 1.39%
Total net loans 83,269 100.00% 45,582 100.00% 39,427 100.00% 168,278 100.00%

(1) Netloansaretotal loans net of any write-offs and any allowance for probable loan losses (including, for performing loans, any allowance for genera
risks). The amount of net loansis the loan amount that appears on the balance sheet.

(2) Excludes reverse repurchase agreements with and subordinated loans to banks.
(3)  Includes such loansto banks.
(4)  Includes non-performing loansto banks. For purposes of thistable, 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 "Item 3.B.—Risk Elementsin the
Loan Portfolio" on page 27 below in the table setting forth our classified loans on atotal loan basis.

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

Installment loans include mortgage loans to individual s and private entities, and loans to government and other public
entities and to non-financial businesses.
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Mortgage loans consist primarily of (1) residential mortgages to individuals for private residences, (2) loansto
co-operative ingtitutions in the housing industry, and (3) commercia 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 ingtitutions 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 generally have a maximum loan-to-value ratio of 80% (as recommended by current Italian regulations) with
maturities of up to 30 years, at fixed or floating rates of interest (or acombination of the two, at the customer's option).
However, it is possible to have a maximum loan-to-value ratio of 100% with insurance guarantees. See Item 4. "Information
on Sanpaolo IMI" on page 56 below.

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 palicy is generally to limit the value of each loan to 80% of the value of the premises. In the case of
mortgages to individuals, of loans to co-operative institutions, small building companies in the housing industry, commercial
or industrial construction loans and mortgage loans to finance renovation costs Sanpaolo IMI limits the amount of each loan
up to 80% of capital expenditure. These limits are reduced if appropriatein light of credit analyses performed on each
borrower. Sanpaolo IMI believes that the value of the collateral on its mortgage loans covers its exposure, and makes a
provision or write-off whenever such coverage is ho longer deemed to be sufficient.

The other categories of installment |oans—|oans to governments 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 governments and
other public entities are made almost exclusively by Sanpaolo IMI's subsidiary, Banca OPI S.p.A. ("Banca OPI"), with a
particular concentration on financing investments and infrastructure projects. Loans to governments 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-termloans 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 counterpartiesin Italy with initial maturities of less
than one year, and may be secured by collateral with a value commensurate with that of the loan. Thistype of facility is
primarily extended to large corporates, small- and medium-sized enterprises, small businesses and, to alesser extent, the
Italian government and other public entities.

Loans to banks include al types of loans to banking and credit institutions, with the exception of repurchase agreements
and, to alesser 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 arevocable basis to extend credit upto a
specified limit through a current account of the borrower. The borrower may use this facility on arevolving 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 at variable rates, with interest payments debited quarterly to the current account.
They are extended almost exclusively in euro to companies (large corporates, small- and medium-sized enterprises, and small
businesses) and households primarily in Italy and, to alesser extent, other OECD countries.

Rever se repurchase agreements are agreements whereby the customer sells securities to Sanpaolo IMI and agrees to
repurchase from Sanpaolo IMI1 equivalent securities at an agreed price and on a
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stated date. The securities generally consist of Italian government or other high-grade securities. Thistype of financing is
secured by virtue of Sanpaolo IMI 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-sized 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 mgjority of these extensions of credit arein 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 arein euro, with amaturity 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-sized enterprises, and small businesses) primarily resident in Italy.

Finance leases are extensions of credit which, measured by value, primarily relate to rea estate and industrial
machinery, and measured by number of transactions, primarily relate to means of transportation. Finance leases are primarily
in euro with aninitial 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-sized enterprises, and small businesses)
primarily resident in Italy. These extensions of credit are made through specialized subsidiaries of Sanpaolo IMI.

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 owed to the borrower by athird party. These are short-term exposures, primarily less than one
year, at fixed ratesin euro to non-financia businesses (large corporates, small- and medium-sized 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 afirm sells or transferstitle 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-sized enterprises, and small businesses) upon presentation of the relevant documents. The majority of these
exposures are in euro at fixed rates, primarily with maturities of less than one year, to companiesresident in Italy.

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 and with a maturity of not less than five years, to Italian and
other European banks and financial institutions.

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
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counterparties resident in Italy, primarily non-financial businesses (large corporates, small- and medium-sized enterprises,
and small businesses).

Debt securities are securities with fixed or determinable payments, which are not listed on active markets and have not
been classified from the day of acquisition as available for sale, held for trading or designated at fair value.

Loans by Category of Borrower

The following tables show, at the dates indicated, the distribution of the Group's net loans related to banking activities by
category of borrower.

At December 31,

2005 2004
EU GAAP
Net L oans(1) Amount % of total Amount % of total
(millions of €, except percentages)
Governments and other public entities(2) 13,557 8.06% 13,567 9.22%
Banks and credit institutions 28,771 17.10% 23,942 16.27%
Non-financial businesses 81,033 48.15% 70,276 47.76%
Non-bank financial institutions 12,850 7.64% 11,394 7.74%
Households and other 32,067 19.06% 27,964 19.00%
Total 168,278 100.00% 147,143 100.00%
At December 31,
2003 2002 2001
ITALIAN GAAP
Net Loans(1) Amount % of total Amount % of total Amount % of total

(millions of €, except percentages)

Governments and other public

entities(2) 13,826 9.41% 13,481 9.07% 12,535 10.57%
Banks and credit institutions 22,277 15.17% 22,000 14.79% 21,571 18.18%
Non-financial businesses 74,732 50.88% 73,680 49.55% 54,978 46.35%
Non-bank financial institutions 10,221 6.96% 13,985 9.40% 13,669 11.52%
Households and other 25,821 17.58% 25,555 17.19% 15,874 13.38%
Tota 146,877 100.00% 148,701 100.00% 118,627 100.00%

(1) Netloans aretotal |oans net of any write-offs and any allowance for probable loan losses (including, for performing
loans, any allowance for general risks). The amount of net loansis the loan amount that appears on the balance sheet.

(2) Excludesloansto municipal companies made by Banca OPI (Public Authorities and Entities Business Sector), which are
included in loans to non-financia businesses.

For purposes of itsloan and credit risk management policy, Sanpaolo IMI groups borrowers into five main categories:
(i) governments and other public entities; (ii) banks and credit institutions; (iii) non-financial businesses; (iv) non-bank
financial institutions; and (v) households and others. A brief description of these categories of borrowersfollows. For a
summary of Sanpaolo IMI'sloan and credit risk management policy, see Item 11. "Quantitative and Qualitative Disclosures
about Market Risk—Credit risk management policies' on page 195 below.
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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 borrowersisinstallment 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 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 avery low
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 extended to this category of borrowers are interbank deposits and reverse repurchase agreements.

Non-financial Businesses

This category consists of large corporates, small- and medium-sized enterprises, and small businesses, and is divided
into seven sub-categories of economic activity: (i) building and construction industry, (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 devel opments, 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 companiesin 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 tel ecommunications 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-financia businesses are made in the form of installment loans, discounted notes, finance
leases, other fixed-term loans, advances with recourse and factoring.
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Non-bank Financial Institutions

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

Households and Other

This category includes loans to households, by which we mean 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 |oans.

Borrower Concentrations and Significant Risk Exposures

At December 31, 2005, the Group's largest credit exposure to a single borrower represented 1.54% of the amount of our
net loans, while the Group's aggregate credit exposure to its ten largest borrowers represented 9.77% of our net loans.

Our largest exposure relates to loans made to the Italian government. Loans to the Italian government at December 31,
2005 totaled €2.6 billion, increasing to €13.6 billion if guarantees of governments provided to Sanpaolo IMI in respect of
borrowers other than governmental entities are taken into account.

At December 31, 2005, the Group had three "significant risk exposures', defined by the Bank of Italy as positions that
exceeded 10% of consolidated shareholders' equity for supervisory purposes. These three "significant risk exposures'
amounted to atotal of €6.90 billion and related to major Italian groupsin the oil and gas and transportation industries, and to
amagjor U.S. conglomerate.

Domestic and I nternational Loans by Category of Borrower

The following tables show, at the dates indicated, the distribution of the Group's net loans related to banking activities
divided by domestic and international loans, based on the location of the borrower, broken down by loans to the public sector,
banks and other private sector customers.

At December 31,

2005 2004

EU GAAP Net loans(1) % of Total Net loans(1) % of Total

(millions of €, except per centages)

Domestic:
Governments and other public entities(2) 13,289 7.90% 13,296 9.04%
Banks and credit institutions 9,308 5.53% 7,602 5.17%
Domestic non-financial businesses:
Building and construction industry 8,001 4.75% 7,075 4.81%
Wholesale and retail 28,170 16.74% 25,876 17.59%
Manufacturing 24,200 14.38% 23,276 15.82%
Transportation 8,258 4.91% 5,409 3.68%
Agriculture 2,126 1.26% 2,000 1.36%
Communications(3) 2,670 1.59% 990 0.67%
Total domestic non-financial businesses 73,425 43.63% 64,626 43.92%
Non-bank financial institutions 8,246 4.90% 6,991 4.75%
Households and other 31,134 18.50% 27,505 18.69%

Total domestic 135,402 80.46% 120,020 81.57%
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International:

Governments and other public entities 268 0.16% 272 0.18%
Banks and credit institutions 19,463 11.57% 16,339 11.10%
International non-financial businesses:

Building and construction industry 551 0.33% n.a n.a
Wholesale and retail 1,464 0.87% n.a n.a
Manufacturing 4,753 2.82% n.a n.a
Transportation 323 0.19% n.a n.a
Agriculture 51 0.03% n.a n.a
Communications(3) 466 0.28% n.a n.a
Total international non-financial businesses 7,608 4.52% 5,650 3.84%
Non-bank financial institutions 4,604 2.74% 4,403 2.99%
Households and other 933 0.55% 459 0.31%
Total International 32,876 19.54% 27,123 18.43%
Total Domestic and I nter national 168,278 100.00% 147,143 100.00%

(1) Netloans aretotal loans net of any write-offs and any allowance for probable loan losses (including, for performing
loans, any allowance for general risks). The amount of net loansis the loan amount that appears on the balance sheet.

(2) Excludesloans by Banca OPI (Public Authorities and Entities sector) to municipal companies which are accounted for

under loans to "Non-financial businesses."

(3) Includes telecommunications.

n.a means not available.

At December 31,
2003 2002 2001
ITALIAN GAAP Net loans(1) % of Total Net loans(1) % of Total Net loans(1) % of Total
(millions of €, except percentages)
Domestic:
Building and construction industry 7,098 4.83% 6,558 4.41% 3,832 3.23%
Wholesale and retail 25,588 17.42% 21,802 14.66% 13,334 11.24%
Manufacturing 27,385 18.64% 28,306 19.04% 21,376 18.02%
Transportation 4,715 3.21% 4,790 3.22% 2,912 2.45%
Agriculture 2,106 1.43% 2,043 1.37% 1,264 1.07%
Communications(3) 1,729 1.18% 1,171 0.79% 1,308 1.10%
Total non-financial businesses 68,621 46.72% 64,670 43.49% 44,026 37.11%
Non-bank financial institutions 6,638 4.52% 9,916 6.67% 10,035 8.46%
Governments and other public
entities(2) 13,432 9.15% 13,050 8.78% 11,948 10.07%
Banks and credit institutions 6,872 4.68% 5,130 3.45% 8,717 7.35%
Households and other 25,437 17.32% 24,171 16.25% 14,608 12.31%
Total domestic 121,000 82.38% 116,937 78.64% 89,334 75.31%
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I nternational:

Non-financial businesses 6,111 4.16% 9,010 6.06% 10,952 9.23%
Non-bank financial institutions 3,583 2.44% 4,069 2.74% 3,633 3.06%
Governments and other public

entities 3% 0.27% 431 0.29% 587 0.49%
Banks and credit institutions 15,405 10.49% 16,870 11.34% 12,855 10.84%
Households and other 384 0.26% 1,384 0.93% 1,266 1.07%
Total International 25,877 17.62% 31,764 21.36% 29,293 24.69%

Total Domestic and | nternational 146,877 100.00% 148,701 100.00% 118,627 100.00%

(1) Netloans aretotal loans net of any write-offs and any allowance for probable loan losses (including, for performing
loans, any allowance for general risks). The amount of net loansis the loan amount that appears on the balance sheet.

(2) Excludesloans by Banca OPI (Public Authorities and Entities sector) to municipal companies which are accounted for
under loans to "Non-financial businesses."

(3) Includes telecommunications.
I nterest Rate Sensitivity

The following tables show, at the dates indicated, a breakdown between fixed rate and floating rate loans of the Group's
domestic and international net loans (based on the location of the borrower) due after one year.

At December 31, 2005

EU GAAP

Net loans(1) Domestic International Total
(millions of €)

Fixed rate 23,907 555 24,462

Floating rate 53,303 6,998 60,301

Total(2) 77,210 7,553 84,763

(1) Netloans aretotal loans net of any write-offs and any allowance for probable loan losses (including, for performing
loans, any alowance for general risks). The amount of net loans is the loan amount that appears on the balance sheet.

(2) Excludes €246 million of non-interest-earning loans made by Gest Line.

Foreign Country Outstandings

For the years ended December 31, 2005, 2004 and 2003, 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 euro in countries (other than Italy) which have adopted the euro as their currency, and
which have been funded, in euro, 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
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monetary assets, but exclude loans guaranteed by SACE (an Italian government agency which provides export credit
insurance), and loans made to or guaranteed 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,
2005 2004 2003
% of total % of total % of total
Net loans and monetary assets Amount assets Amount assets Amount assets
(millions of €, except percentages)
United Kingdom 4,362 1.95% 3,831 1.80% 3,936 1.94%
Luxembourg(1) 3,435 1.54% 3,420 1.60% 2,532 1.25%
Spain(1) 3,241 1.45% 849 0.40% 455 0.22%

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

The following tables show, at the dates indicated, the total amount for each type of borrower and the aggregate amount
of the Group's cross-border outstandings where outstandingsin 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, 2005

Banksand other Commercial, Net local
Net loans and financial industrial and country Guarantees and
monetary assets Governments(1) institutions(1) others(1) claims(2) Total commitments(3)
(millions of €)
United Kingdom 0 3,919 382 61 4,362 6,494
Luxembourg(4) 0 305 175 2,955 3,435 508
Spain(4) 0 0 19 3222 3,241 932
France(4) 0 247 134 1,767 2,148 1,264
Belgium(4) 0 449 15 1,306 1,770 111
Total 0 4,920 725 9,311 14,956 9,309
At December 31, 2004
Banksand other Commercial, Net local
Net loans and financial industrial and country Guaranteesand
monetary assets Governments(1) institutions(1) others(1) claims(2) Total commitments(3)
(millions of €)
United Kingdom 3 2,281 1,547 0 3,831 2,655
Luxembourg(4) 0 20 458 2,942 3,420 302
Spain(4) 0 186 3 660 849 174
France(4) 0 841 21 2,310 3,172 1,320
Belgium(4) 0 870 8 2,602 3,480 230
Total 3 4,198 2,037 8,514 14,752 4,681
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At December 31, 2003

Banksand other Commercial, Net local
Net loans and financial industrial and country Guarantees and
monetary assets Governments(1) institutions(1) others(1) claims(2) Total commitments(3)
(millions of €)
United Kingdom 0 3,070 695 171 3,936 2,295
Luxembourg(4) 0 243 42 2,247 2,532 530
Spain(4) 0 2 3 449 454 357
France(4) 0 226 34 4,339 4,599 1,805
Belgium(4) 0 79 17 1,529 1,625 75
Total 0 3,620 791 8,735 13,146 5,062

(1) Represents net loans and monetary assets to borrowers in these categories denominated in currencies other than the
local currency.

(2) Represents net loans and monetary assets net of liabilities denominated in the local currency.
(3) Represents guarantees and commitments to residents outside of Italy, excluding supranational organizations.

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

Loanstolran

We participate in syndicated credit facilities to Iranian banks and issue letters of credit to our clients for the purchase of
goodsin Iran. Iran is designated by the U.S. Department of State as a state that sponsors terrorism.

Participationsin Syndicated Credit Facilities to Iranian Banks

We participate in three syndicated credit facilities to Iranian banks. The purpose of these facilities, which were granted
in the 1990s, was to finance the exports of three Italian companies to Iran. The facilities are fully guaranteed by the Republic
of Iran and are insured, for amounts ranging between 90% and 95% of the facility amounts, by SACE, Servizi Assicurativi
del Commercio Estero S.p.A. SACE is an export credit and investment insurance company owned by the Italian government.
The portion of the facilities not covered by SACE's insurance is either wholly or partially secured by guarantees or collateral
from another Italian bank or from the relevant Italian exporter.

The details of the three facilities and our participations therein are as follows:

e Thisfacility comprises two tranches, one granted in March 1996 and one in April 2000, for atotal of
US$601 million or €509.4 million, of which our participation is US$43 million or €36.3 million (or 7.1% of the
total amount of the facility), and expiresin 2009. The facility relates to the construction of four steel millsin Iran
by an Italian company which isaclient of ours.

e Thisfacility was granted in October 1999 and comprises two tranches, one for €50 million and one for
US$7.7 million or €6.5 million, for atotal of €56.5 million, of which our participation is €7.9 million (or 14% of
the total amount of the facility), and expiresin 2012. This facility relates to the construction of a plant for the
production of polypropylenein Iran by an Italian company which is a client of ours.

»  Thisfacility was granted in December 1999 for atotal of €304.5 million, of which our participation is €33.5 million
(or 11% of the total amount of the facility), and expiresin 2011.
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Thisfacility relates to the sale of 12 gas turbines for electrical power generation to Iran by an Italian company
whichisaclient of ours.

Our aggregate gross and net (of SACE insurance and other Italian security) outstanding exposures on these facilities
were, respectively, €60 million and €1.5 million at December 31, 2005, €64.6 million and €1.8 million at December 31, 2004,
and €61.9 million and €1.1 million at December 31, 2003. Each of these loans is classified as performing.

Letters of Credit for Iranian Payees

We issue letters of credit at the request of our clients to enable them to, among other things, purchase goodsin Italy or
abroad. Pursuant to aletter of credit, we make a payment to athird party, on the basis of our client's credit, and then obtain
repayment from our client. Our credit exposure under aletter of credit isto our client, not to the recipient of the payment. On
April 12, 2005, we exchanged tested telex messages with the National Iranian Oil Company, or NIOC, and thus became
accredited by NIOC for purposes of allowing NIOC to accept letters of credit issued by us as payment for purchases made by
our clients. At December 31, 2005, 2004 and 2003 our outstanding exposures to letters of credit for Iranian payees were,
respectively, €24 million, €3 million and €1 million.

Guarantees

We guarantee exposures to Iranian payees of our clients who have entered into business transactions with Iranian
counterparties. At December 31, 2005, the aggregate amount of such guarantees was approximately €6.5 million.

Risk Elementsin the Loan Portfolio

The Group analyzes the risk elementsin its loan portfolio in accordance with EU GAAP, applicable Italian regulations
(or other local regulations) and industry practice. The Group's loan classification policies and procedures differ in significant
respects from those followed by banksin the United States.

Loan Classifications

The Group dividesits loan portfolio into six broad categories:
e inbonis, or performing loans;

e restructured loans;

e scaduti, or expired loans;

e incagli, or problem loans;

«  sofferenze, or non-performing loans; and

e unsecured loans exposed to country risk.

All loans classified as anything other than in bonis and unsecured loans exposed to country risk are referred to, for
purposes of thisannual report, as "impaired loans". Potential problem loans are included among problem loans or
expired loans.

The six classifications above are currently used within the Sanpaolo IMI Group and the classified loans are reported in
the Consolidated Financial Statements (see: Part B, Section 7 and Part E, Section 1.A on page F-44 and page F-122 of the
Consolidated Financial Statements, respectively) in accordance with the classification criteriain effect as of the relevant date.
The Group reports the
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amounts of loans falling within these classifications to the Bank of Italy in accordance with its regulations.

Our loan portfolio is monitored on an ongoing basis both centrally and at branch or subsidiary level in order to identify
potential problems as early as possible and to evaluate the prospects of recovery and estimated |osses with respect to problem,
expired and non-performing loans. See Item 11. "Quantitative and Qualitative Disclosures about Market Risk—Credit risk
management policies' on page 195 below.

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. For a description of how we determine the
net carrying amount of our classified loans, please see Part A.2, Section 4 of the Consolidated Financial Statements at
page F-20 below.

Any adjustments to the value of loans shown in the Consolidated Financial Statements are calculated taking into account
the extent to which loans have become impaired, whether they are assessed for impairment on an individual basis or on a
collective basis, as described under "Part A.2, Section 4" of the Consolidated Financial Statements on page F-20 below.
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The following discussion and tables show, at the dates indicated, the Group's total classified |oans related to banking

activities by category of loan classification.

At December 31,
EU GAAP
Total loans(1) 2005 2004
(millions of €, except
per centages)
L oans past due by morethan 90 and lessthan 180 days (but still classificated asin bonis)(2)
Domestic 921 n.a
I nternational 2 n.a
Total 923 n.a.
L oans past due by more than 180 days
Domestic 1,247 1,099
I nternational 6 5
Total 1,253 1,104
Restructured loans
Domestic 107 n.a
I nternational 21 n.a
Total 128 193
Problem loans (incagli)
Domestic 1,418 1,570
I nternational 156 73
Total 1,574 1,643
Non-perfor ming loans (sofferenze)
Domestic 4,240 4,483
I nternational 84 130
Total 4,324 4,613
Total impaired loans(3) 7,279 7,553
As a percentage of total loans 4.20% 4.96%
Unsecured loans exposed to country risk 80 62
Total impaired loans, loans exposed to country risk and loans over due by morethan 90 days
and lessthan 180 days 8,282 n.a.
As a percentage of total loans 4.78% n.a

(1) Total loans are loans net of any write-offs but before any deduction for the allowance for probable loan losses.

(2) Weare unable to present loans past due by more than 90 days and less than 180 days at December 31, 2004. Prior to
2005, there was no Bank of Italy requirement to classify loans as being overdue by more than 90 days, by more than
90 days and less than 180 days, or by more than 180 days. Consequently, prior to 2005, we classified |oans as overdue

by more than 90 days solely for internal purposes and for purposes of our annual reports on Form 20-F based on

internally devel oped procedures which recorded only installment loans overdue by more than 90 days. In 2005, the Bank
of Italy introduced requirements in its instructions for the preparation of financial statementsto classify loans past due
by more than 180 days and in its supervisory instructions to classify loans past due by more than 90 days and less than
180 days. Asaresult, we devel oped and implemented new procedures allowing us to record and classify al loans that

fall
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into these two categories at December 31, 2005. In addition, to comply with Bank of Italy requirements, we have

reconstructed the amount of loans classified as past due by more than 180 days at December 31, 2004. The loans past
due by more 90 days and less than 180 days are not classified as impaired |oans according to the Bank of Italy rules.

(3) Consists of loans past due by more than 180 days, restructured loans, problem loans and non-performing loans.

n.a. means not available.

ITALIAN GAAP
Total loans(1)

At December 31,

2003

2002

2001

L oans past due by morethan 90 days (but still classified asin bonis)(2)
Domestic

—Outstanding principal (3)

—Unpaid installments(4)
International

—Outstanding principal (3)

—Unpaid installments(4)

Total

Doubtful loans:

Restructured loans and loansin cour se of restructuring
Domestic

International

Total

Problem loans (incagli)
Domestic
International

Total

Non-performing loans (sofferenze)
Domestic
International

Total
Unsecured loans exposed to country risk

Total doubtful loans

As apercentage of total loans

Total loans overdue by more than 90 days and doubtful loans
As apercentage of total loans

(1) Total loans are loans net of any write-offs but before any deduction for the allowance for probable loan losses.

(2) Installment loans only.

(millions of €, except per centages)

876 837 581
759 718 497
117 119 84

8 2 9

8 8

— 2 1
884 839 590
195 295 182
22 8 5
217 303 187
1,691 1,644 987
131 123 103
1,822 1,767 1,090
4,203 3,856 2,730
167 449 350
4,370 4,305 3,080
70 149 120
6,479 6,524 4477
4.3% 4.3% 3.7%
7,363 7,363 5,067
4.9% 4.8% 4.2%

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

(4) Unpaid installments consist of installments of principal and interest (including default interest) which have come due but

have not been paid.
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The quality of our loan portfolio remained substantially stable at December 31, 2005 compared to December 31, 2004.
Total impaired loans decreased by €274 million, or 3.6%, to €7,279 million at December 31, 2005 from €7,553 million at
December 31, 2004, and our impaired |oan ratio decreased to 4.20% from 4.96% at the same dates. This decrease was due to
the securitization and sale, on a non-recourse basis, of €278 million of non-performing loans, none of which exceeded
€50,000 in net book value. We also experienced decreases of €65 million and €69 million in restructured loans and problem
loans, respectively, reflecting an overall improvement in the credit environment in Italy generally. This trend was offset by an
increase of €149 million, or 13.5%, in our loans past due by more than 180 days, which was in line with the overall growth of
our loan portfolio, as such loans as a percentage of our total loan portfolio remained stable at 0.72% from December 31, 2004
to December 31, 2005. The amount of loans past due by more than 90 days at December 31, 2005, reconstructed with the
internally developed procedures we applied before 2005 in the absence of specific Bank of Italy requirements, shows an
increase of 19% consistent with the inrease in loans past by more than 180 days at December 31, 2005, calculated in
accordance with the newly enacted Bank of Italy requirements.

Thefollowing is a description of the loan classifications and criteria for determining whether aloan should be classified
in the relevant category applied by the banking networks of Sanpaolo IMI, Cassadi Risparmio di Padova e Rovigo, Cassa di
Risparmio in Bologna, Cassa di Venezia, Friulcassa, Banca Popolare dell'Adriatico, Sanpaolo Banco di Napoli, Neos Banca,
Farbanca, Sanpaolo IMI-International, Sanpaolo IMI Bank Ireland and Sanpaolo IMI Internazionale, Banca IMI, Banca OPI,
Fin. OPI, Sanpaolo IMI Private Equity, Sanpaolo Leasint, IMI Investimenti, GEST Line (collectively, the "Banking Activities
and Entities Network™). The Banking Activities and Entities Network account for, in the aggregate, up to 94% of total Group
loans. The loans attributable to Group companies other than the Banking Activities and Entities Network are classified, taking
into consideration their respective Business Area (as described in Item 4. "Information on Sanpaolo IMI—C. Business
Overview" on page 59 below) and jurisdiction of incorporation, pursuant to standards comparable to those applied by the
Banking Activities and Entities Network.

In bonis, or Performing Loans

These loansinclude loans past due by more than 90 days and less than 180 days which are not otherwise classified. In
accordance with the Bank of Italy definition, aloan whose principal and/or interest are past due between 90 and 180 days
may, in the absence of other factors, be considered as performing or "in bonis'. Thisis because the historical trend of
collectionsin Italy shows that loans that are past due between 90 and 180 days generally recover their current payment status.
Since these loans are past due and therefore would be considered to be impaired for accounting purposes aloan loss provision
is assessed on loans which are past due by between 90 and 180 days by looking at the historical osses that arise from these
group of loans and adjusting the loss factors for current conditions. Under these circumstances, the loan is till in bonis, but it
generates default interest. The Banking Activities and Entities Network makes a specific provision for the entire amount of
such default interest, regardless of the possibility of the default interest being paid.

The Banking Activities and Entities Network classifies |oans past due by more than 90 days and less than 180 days asin
bonisif:

e initsdiscretion, the relevant bank believes that the borrower does not have debt servicing problems;

« theBank of Italy regulations do not require the relevant 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
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e inmanagement's view, the borrower is not experiencing financial difficulties, whether temporary or not.

If aloan that is overdue by more than 90 days and less than 180 days fails to satisfy one or more of the above criteria, it
will be classified among the incagli or the sofferenze, as the case may be.

Restructured Loans

Under the Bank of Italy guidelines, asimplemented by the Banking Activities and Entities Network, the Banking
Activities and Entities Network classifies aloan as restructured when a syndicate of banks (or a single bank) agreesto adelay
in payment of the loan or re-negotiates the loan at below market rates.

Expired Loans

Under the Bank of Italy guidelines, asimplemented by the Banking Activities and Entities Network, the Banking
Activities and Entities Network classifies aloan as expired (scaduti) if it is not classified as arestructured loan and is overdue
by more than 180 days. The assessment for impairment is made on a historical statistical basis.

Problem Loans

Under the Bank of Italy guidelines, as implemented by the Banking Activities and Entities Network's policies, the
Banking Activities and Entities Network classifies aloan as a problem loan (incagli) when the borrower is experiencing
financial difficulties that are likely to be temporary and which can be resolved within areasonable time. A "reasonable time"
is generally defined as a maximum of 12 months unless the applicable bank of the Banking Activities and Entities Network
has agreed with the borrower on a rescheduling of payments and the borrower is making payments in accordance with that
schedule. A current account overdraft may be classified as a problem loan if the 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 aresult of aborrower'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 Banking Activities and Entities Network's policy has been to classify installment loans, whether
amortizing or not, as problem loans when both (i) a borrower fails to pay a specified number of installments when due and
(i) 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 Banking Activities and Entities Network to the borrower (net of default interest).

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

Installment period Term of 36 monthsor less Term of over 36 months
Monthly 5 7
Quarterly 3 5
Semi-annually 2 3
Annually 6 months after 1 6 months after 1
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Non-performing Loans

Under the Bank of Italy regulations, as implemented by the Banking Activities and Entities Network's policies, the
Banking Activities and Entities Network classifies aloan as non-performing (sofferenze):

«  when the borrower is subject to insolvency proceedings,
» once Sanpaolo IMI or any other creditor initiates legal proceedingsin respect of the debt of that borrower; or

« if the borrower is experiencing serious financia difficultiesthat are not likely to be temporary, even if Sanpaolo
IMI has not yet initiated legal proceedings.

In addition, the Banking Activities and Entities Network's policy, which is derived from the Bank of Italy regulations
(see Item 4. "Information on Sanpaolo IMI1—C. Business Overview—Italian Banking Regulations" on page 79 below), has
been to classify all loans with periodic payments, whether amortizing or not, as non-performing when both (i) a borrower
failsto pay a specified number of installments when due and (ii) 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 aloan to be treated as non-performing depends upon the number of
installments required contractually and the term of the loan, as follows:

Installment period Term of 36 monthsor less Term of over 36 months
Monthly 8(1) 10(2)
Quarterly 5 7
Semi-annually 3 4

Annually 6 months after 2 6 months after 2

(1) 12 monthly installmentsin the case of Finemiro Banca and Finemiro Finance because of their focus on consumer credit,
leasing and factoring.

(2) 14 monthly installmentsin the case of Finemiro Banca and Finemiro Finance because of their focus on consumer credit,
leasing and factoring.
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The following tables show, at the dates indicated, the amount of our non-performing loans by customer group and
economic sector and as a percentage of total non-performing loans.

At December 31,
2005 2004
% of total % of total
EU GAAP non-performing non-performing
Total Loans(1) Amount loans Amount loans
(millions of €, except percentages)
Governments and other public entities 5 0.12% 3 0.1%
Banks and credit institutions 3 0.07% 3 0.1%
Domestic non-financial businesses:
Building and construction industry 668 15.45% 722 15.7%
Wholesale and retail 1,000 25.21% 1,162 25.2%
Manufacturing 960 22.20% 1,301 28.2%
Transportation 76 1.76% 83 1.8%
Agriculture 261 6.04% 272 5.9%
Communications 5 0.12% 5 0.1%
Total domestic non-financial businesses 3,060 70.77% 3,545 76.8%
Total foreign non-financial businesses 46 1.06% 84 1.8%
Total non-financial businesses 3,106 71.83% 3,629 78.7%
Non-bank financial institutions 105 2.43% 119 2.6%
Households and other 1,105 25.56% 859 18.6%
Total 4,324 100.00% 4,613 100.00%
At December 31,
2003 2002 2001
% of total % of total % of total
ITALIAN GAAP non-performing non-performing non-performing
Total Loans(1) Amount loans Amount loans Amount loans
(millions of €, except per centages)
Governments and other public
entities 9 0.2% 4 0.1% 8 0.3%
Banks and credit institutions 6 0.1% 10 0.2% 11 0.4%
Domestic non-financial
businesses:
Building and construction
industry 744 17.0% 786 18.3% 636 20.6%
Whol esale and retail 1,154 26.4% 1,147 26.6% 818 26.6%
Manufacturing 1,227 28.1% 815 18.9% 491 15.9%
Transportation 69 1.6% 55 1.3% 39 1.3%
Agriculture 258 5.9% 274 6.4% 206 6.7%
Communications 3 0.1% 1 0.0% 2 0.1%
Total domestic non-financial
businesses 3,455 79.1% 3,078 71.5% 2,192 71.2%
Foreign non-financia
businesses 115 2.6% 297 6.9% 267 8.7%
Total non-financial
businesses 3,570 81.7% 3,375 78.4% 2,459 79.8%
Non-bank financial
institutions 120 2.7% 151 3.5% 131 4.3%
Households and other 665 15.2% 765 17.8% 471 15.3%
Total 4,370 100.00% 4,305 100.00% 3,080 100.00%

(1) Total loans are loans net of anv write-off< buit before anv dediuiction for the allowance for nrobable |oan |osses



Non-Accrual of Interest

Problemloans. Problem loans and expired |oans are not classified as 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 accel erated
(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 for probable |osses 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 for probable
losses 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 provision 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 provision was €49 million, €38 million, €56 million, €105 million and €69 million for the years
ended December 31, 2005 through 2001, respectively. Sanpaolo IMI does not separately track the amount of unpaid
contractua 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 amore frequent (i.e., quarterly) basis than is the case for problem
installment loans.

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 isto treat all default interest—whether on installment loans or non-installment loans—as unrecoverable and,
accordingly, provides for the full amount of such interest through a matching specific provision in the same income statement
lineitem. Accrual of default interest, therefore, has no net effect on Sanpaolo IMI'sincome statement or balance sheet.

Payments of default interest are accounted for on a cash basis. The amount of default interest collected by Sanpaolo IMI
in 2005 and 2004 was, respectively, €44 million and €41 million.

Neither contractual interest nor default interest is cal culated on loans to borrowers that have been declared bankrupt or
are subject to bankruptcy proceedings. At December 31, 2005, approximately 63.9% of Sanpaolo IM| Group's total
non-performing loans were to such borrowers.

Non-performing loans

Pursuant to the methodology used to cal culate the writedowns of impaired exposures, the mere passage of time, and the
fact that the expected repayment dates are, as a result, brought closer, implies an automatic reduction of the implicit financial
charges previously deducted from the value of the loans. This effect isrecorded in the financia statements under
net adjustments/write-backs.

Unsecured Loans Exposed to Country Risk
These are loans to borrowers resident in countries that the Italian Banking Association has determined, under the Bank
of Italy guidelines, present country risk. 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).
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Consequently, this category consists of performing loans that are classified solely because of the country risk they present.

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, 2005, the Group's net exposure in all countries classified as
presenting some risk by the Italian Banking Association was €64 million.

Our total loan exposure to borrowers in countries at risk was €250 million at December 31, 2005, an increase of
€39 million, or 18.5%, from €211 million at December 31, 2004. The result was primarily due to the increase of loans to the
Cayman Idlands, Brazil and Azerbaijan.

At December 31, 2005

Book value Adjustment
(net of percentage Adjustment
Total secured Total Net (ABI/ per centage
L oans exposed to country risk book value loans) adjustments loan value Bank of Italy) (Sanpaolo IM1)
(millions of €, except per centages)

Argentina 26 3 3 0 60% 80%
Azerbaijan 50 16 5 11 30% 30%
Brazil 86 58 8 50 15% 15%
Cayman Idands 72 1 — 1 15% —
Dominican Republic 10 — — — 30% —
Lebanon 1 — — — 20% —
Netherlands Antilles 1 — — — 25% —
Serbia and Montenegro 1 — — — 20% —
Uruguay 2 — — — 20% —
Other 1 2 — 2
Total 250 80 16 64

At December 31, 2004

Book value Adjustment
Total (net of per centage Adjustment
book secured Total Net (ABI/ per centage
L oans exposed to country risk value loans) adjustments loan value Bank of Italy) (Sanpaolo IMI)
(millions of €, except per centages)

Argentina 51 3 3 — 80% 80%
Azerbaijan 37 12 4 8 30% 30%
Brazil 51 30 6 24 20% 20%
Cayman Islands 18 — — — 15% —
Costa Rica 1 1 — 1 30% —
Dominican Republic 9 — — — 30% —
Lebanon 11 — — — 15% —
Pakistan 6 — — — 25% —
Philippines 4 — — — 15% —
Serbia and Montenegro 2 2 2 — 25% 100%
Trinidad-Tobago 4 4 1 3 30% 30%
Venezuela 13 8 1 7 15% 15%
Other 4 2 — 2
Total 211 62 17 45
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At December 31, 2003

Book value Adjustment

Total (net of percentage Adjustment

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

(millions of €, except per centages)
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% —
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
Book value Adjustment

Total (net of percentage Adjustment

book secured Total Net (ABI/ per centage
L oans exposed to country risk value loans) adjustments loan value Bank of Italy) (Sanpaolo IMI)

(millions of €, except per centages)

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% —
Egypt 54 26 22 15% 15%
Iran(1) 60 1 — 1 15% 15%
L ebanon 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% —
Venezuela 14 12 4 8 25% 25%
Yugoslavia 1 1 1 — 30% 100%
Other 43 1 1 —
Total 903 149 39 110

(1) For adiscussion of the Group's operations relating to Iran, see: Item 3.B. "Participationsin Syndicated Credit Facilities

to Iranian Banks" on page 26.
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At December 31, 2001

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

(millions of € except 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(1) 59 — — — 20% —
Lebanon 49 1 — 1 15% 15%
Morocco 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

(1) For adiscussion of the Group's operations relating to Iran, see: Item 3.B. "Participationsin Syndicated Credit Facilities
to Iranian Banks' on page 26.

Allowance for Probable Loan Losses and Write-offs

Since we present net |oans on the balance sheet, the allowance for probable |oan lossesis shown in anote to the balance

sheet. Wri

te-offs made directly to the carrying amount of loans are not separately noted, except for write-offs related to the

current year. Guarantees and commitments (which are not considered as derivatives) are subject to valuation by the Group
using the same criteria applicable to loans (taking into account IAS 39, IAS 18 and IAS 37) and, if necessary, a provision for

probable |
lighilities"

osses is recorded in the income statement and the related allowance for probable losses is shown in the "other
line item.

Loans are assessed for impairment on an individual basis or on a collective basis.

The following loans are assessed for impairment on an individual basis:

restructured loans;
problem loans; and

non-performing loans.

The following loans are assessed for impairment on a collective basis:

expired loans. The assessment is made on a historical statistical basis;

|oans exposed to country risk. These loans are usually assessed on a lump-sum basis, taking each country
separately, by applying provisioning percentages that are no lower than those specified by the Italian Banking
Association. These loans do not include expired loans or loans listed above that are assessed for impairment on an
individual basis; and
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«  performing loans. General provisionsfor performing loans are calculated by applying amodel developed on the
basis of risk management methodol ogies used by banks in the Group to assess the credit impairment that it is
believed to have occurred at the reference date ("incurred” as defined by IAS 39), the extent of which is not known
at the time the assessment is made. The entire performing loan portfolio is assessed for impairment every three
months on a collective basis.

For a more detailed description of how we assess |oans, guarantees and commitments for impairment, see Part A.2,
Section 4 of the Consolidated Financial Statements at page F-20.

The following table shows, for the years indicated, details of the changes in the Group's allowance for probable [oan
losses as it affected the balance sheet and statement of income.

At and for the year ended

December 31,
EU GAAP 2005 2004
(millions of €)

Opening balance(1) 5,131 4,941
Provisions 808 874

of which:

loans to banks 2 1

loans to customers 806 873
Write-offs charged directly to income 13 5
Total provisionsand write-offs(2) 821 879
Writebacks(3):

Revaluations (142) (88)

Collections (242) (301)
Total writebacks (384) (389)
Net adjustments 437 490
Other charges:

Charge-offs(4) (389) (379)

Acquisitions and disposals (241) (64)

Default interest 163 167

Other(5) (42) 52
Total other charges (509) (224)
Ending balance(1) 5,059 5,207

(1) Theending balance at December 31, 2004 is different from the opening balance for the year ended December 31, 2005,
because of the effects of the application of IAS 32 and 39.

(2) Provisionsarethe total of additional provisionsfor 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. Write-offs charged directly
to income reflect adjustments to loans charged directly to the income statement during the period. The amount of total
provisions and write-offsis included in the total amount recorded in line item 130. @) "Impairment losses/write-backsto
loans' of the audited income statement. A reconciliation of thislineitem is provided in Part C, Section 8 of the
Consolidated Financial Statements on page F-104 below.

(3) Revaluations of loans are the total of reversals of provisions credited to the income statement during the period for those
loans where alower allowance for loan |osses was recognized at the
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(4)

()

end of the period, and the reinstatement of |oans previously written off. Collections represent receipts of amountsin
excess of amounts previously expected to be collected. Such amounts are recorded in line item 130. @) "Impairment
losses/write-backsto loans' of the audited income statement. A reconciliation of thisline item is provided in Part C,
Section 8 of the Consolidated Financial Statements on page F-104 below.

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

Primarily represents foreign exchange differences.

At and for theyear ended
December 31,

ITALIAN GAAP 2003 2002 2001

(millions of €)

Opening balance 4,636 3,271 3,666
Provisions and write-offs to loans(1):

Provisions 1,107 791 607
Write-offs charged directly to income 5 12 15
Total provisionsand write-offsto loans 1,112 803 622
Writebacks to loans(2):

Revaluations of loans (154) (96) (134)
Collections (242) (206) (142)
Total writebacksto loans (396) (302) (276)
Net adjustmentsto loans 716 501 346
Other charges:

Charge-offs(3) (260) (363) (187)
Acquisitions and disposals (307) 1,029 (698)
Gross-up to reflect default interest 157 184 143
Other(4) (22) 14 1
Total other charges (422) 864 (741)
Ending balance 4,930 4,636 3,271

)

(2

3)

(4)

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. Write-offs charged directly
to income reflect adjustments to loans charged directly to the income statement during the period.

Revaluations of loans are the total of reversals of provisions credited to the income statement during the period for those
loans where alower allowance for loan losses was recognized at the end of the period, and the reinstatement of loans
previously written off. Collections represent receipts of amountsin excess of amounts previously expected to be
collected.

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

Primarily represents foreign exchange differences.

2005

The alowance for loan losses at December 31, 2005 was €5,059 million, a net decrease of €72 million, or 1.4%, from

the opening balance for the year of €5,131 million as aresult of the
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reduction of net adjustments and the increase of other charges, due to the non recourse sale of non performing loans.

Total provisions and write-offsin 2005 were €821 million, a decrease of €58 million, or 6.6%, compared to €879 million
in 2004. This decrease was primarily attributable to an overall improvement in the quality of our loan portfolio, while in 2004
we wrote-off certain major exposures.

Total write-backsto loans in 2005 were €384 million, a decrease of €5 million, or 1.3%, compared to €389 million
in 2004.

Other charges in 2005 represented a net increase of €285 million in the allowance, primarily attributable to the increase
of €177 million in disposal of non-performing loans and a positive foreign exchange difference of €94 million compared to a
negative difference of €52 million in 2004.

At December 31, 2005, the allowance for loan losses on loans exposed to country risk amounted to €16 million. The
allowance for loan losses on loans exposed to country risk as a percentage of total loans exposed to country risk at
December 31, 2005 decreased by €1 million compared to December 31, 2004. The decrease is due to decreases in exposures
to Serbia and Montenegro, Trinidad-Tobago and Venezuela, partialy offset by increases in the exposures to Brazil.

Our non-performing loan coverage ratio, representing our loan loss allowance for non-performing loans as a percentage
of our total non-performing loans, remained stable at 75.02% at December 31, 2005 compared to 75.11% at
December 31, 2004.

2004

The alowance for loan losses at December 31, 2004 was €5,207 million, a net increase of €266 million, or 5.4%, from
€4,941 million at the beginning of the year. This represented a decrease in the rate of growth of the allowance compared to
the prior period, both in absolute and percentage terms.

Total provisions and write-offs to loans in 2004 were €879 million. The decrease compared to 2003 was primarily
attributable to the fact that provisions in 2003 had been adversely affected by provisions relating to loans to Parmalat and
Cirio. Of the €879 million of total provisions and adjustments to loans in 2004, €399 million related to non-performing loans,
€217 million to problem loans, €61 million to restructured and loans in course of restructuring, €4 million to unsecured loans
exposed to country risk and €198 million to performing loans.

Total write-backsto loans in 2004 were €389 million. The net decrease compared to 2003 resulted from a decrease in
revaluations of loans, which was partially offset by an increase in collections.

Other chargesin 2004 reduced the allowance by €224 million. The net decrease compared to 2003 was primarily
attributable to a decrease in acquisitions and disposals, principally because there were no material changesin our scope of
consolidation compared to 2003. This was partially offset by an increase in charge-offs compared to 2003.

The allowance for probable |oan losses includes an allowance for general risks on our performing loan portfolio with
particular reference to large exposures to certain specific industrial sectors, including the automotive sector. At December 31,
2004, the amount of this allowance was €1,178 million, representing 0.98% of our performing loans (excluding loans to
SGA), a coverage ratio unchanged from year-end 2003.

At December 31, 2004, the allowance for loan losses on loans exposed to country risk remained stable at €17 million.
The allowance for loan losses as a percentage of total 1oans exposed to country risk at December 31, 2004 increased by 1.7%
compared to December 31, of 2003.
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2003

The allowance for oan 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 disposal's, 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, aswell 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 Y ears Ended December 31, 2004—Changes in the Scope of Consolidation” on page 97 below.
Loansto the Parmalat group were classified as non-performing and, after a provision 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 fully provisioned.

Thetotal provisions and adjustments to |oans of the Group grew to €1,112 million in 2003, an increase of €309 million,
or 38.5%, compared to 2002, as aresult of an increase in specific adjustments to the carrying amount of doubtful loans of
€316 million, or 35.7%, as well as adecrease in accruals for probable incurred losses on performing loans of €7 million, or
3.0%. Theratio 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 coverstherisk 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 loansto SGA), in line with 2002. Thisreserve is intended to cover the risk of
deterioration in creditworthiness inherent in the Group's |oan portfolio, with particular reference to larger exposures to certain
specific industrial sectors, including the automotive sector.

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. Theincreaseis 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 alowance 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 decreaseis 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 |oans exposed to country risk at the end of 2003 increased |ess 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 was principally due to the reimbursement of loans in Russia, Egypt, Morocco,
Romania, Iran and Argentina.

2002

The alowance for loan losses at December 31, 2002 was €4.6 billion, 39.4% higher than the €3.3 billion at the end of
2001. Theincrease in the allowance for loan losses was due primarily to the consolidation of €970 million of alowance for
loan losses from the former Cardine Group, which was acquired by Sanpaolo IMI in 2002. Such amount isincluded entirely
in "Other changes' in theline
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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.

Thetotal 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 aresult 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 Pic and the
Cirio group), or 38.2%, aswell 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 atotal 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 adjustmentsto loansin 2002 were €302 million, an increase of €26 million, or 9%, compared to
2001. Theincreaseis 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 alowance 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 1oans exposed to country
risk to €149 million from €120 million in 2001, an increase of 24.2%. The allowance for |oan 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. Loansin
countriesin Latin America (Brazil, Argentinaand Venezuela) decreased while new loansin 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 arelated allowance for losses of €529 million. The overall decrease was due also
to the deconsolidation of Sanpaolo Immabiliare 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.

Thetotal 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 accrua 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 lossinherent in loans classified as
performing.
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Asaresult 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 loansin 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 loansin 2001 (€142 million) compared to 2000
(€307 million) as aresult of the above-mentioned sale of loans.

Thetotal 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 aresult 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 crisisin Latin Americawhere the gross positions increased (to 72.5%
of total loans exposed to country risk, compared to 63.2% at December 31, 2000), resulting in arisk coverage ratio higher
than in the previous year.

Allowance for Probable Loan Losses by Category of Borrower

The following tables show, at the dates indicated, the distribution of the Group's allowance for probable |oan |osses by
category of borrower using the Bank of Italy's borrower categories. The line item identified as "unallocated” refersto the
amount of the allowance for loans assessed for impairment on a collective basis, namely, performing loans, expired loans and
loans exposed to country risk.




Allowance % allowance(l) % total loans(2)  Allowance % allowance(l) % total loans(2)
2005 2004
EU GAAP At December 31,
(millions of €, except per centages)
Domestic:
Government and other public entities 11 0.22% 7.67% 6 0.12% 8.73%
Banks and credit institutions 2 0.04% 5.37% 2 0.04% 4.99%
Non-financial businesses:
Building and construction
industry 563 11.13% 4.94% 590 11.33% 5.03%
Wholesale and retail 976 19.29% 16.81% 1,166 22.39% 17.75%
Manufacturing 884 17.47% 14.47% 1,155 22.18% 16.04%
Transportation 91 1.80% 4.82% 97 1.86% 3.61%
Agriculture 213 4.21% 1.35% 217 4.17% 1.46%
Communications 5 0.10% 1.54% 10 0.19% 0.66%
Total domestic non-financial
businesses 2,732 54.00% 43.94% 3,235 62.13% 44.54%
Households and Other(3) 1,103 21.80% 23.36% 870 16.71% 23.21%
Unallocated(4) 1,015 20.06% — 896 17.20% —
Total Domestic 4,863 96.13% 80.92% 5,009 96.20% 82.07%
International:
Government and other public entities 3 0.06% 0.16% n.a na na
Banks and credit institutions 1 0.02% 11.23% n.a n.a na
Non-financia businesses 68 1.34% 4.43% n.a na na
Households and Other(3) 23 0.45% 3.27% n.a n.a na
Unallocated(4) 101 2.00% — — — —
Total International 196 3.87% 19.08% 198 3.80% 17.93%
Total 5,059 100.00% 100.00% 5,207 100.00% 100.00%
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At December 31,

2003 2002 2001
% % total % % total % % total
ITALIAN GAAP Allowance allowance(l) loans(2) Allowance allowance(l) loans(2) Allowance allowance(l) loans(2)
(millions of €, except per centages)
Domestic:
Building and
construction industry 592 12.01% 5.12% 602 12.99% 4.72% 483 14.77% 3.57%
Wholesale and retall 972 19.72% 17.66% 944 20.36% 15.02% 683 20.88% 11.62%
Manufacturing 1,064 21.58% 18.97% 707 15.25% 19.10% 436 13.33% 18.19%
Transportation 71 1.44% 3.19% 55 1.19% 3.18% 35 1.07% 2.44%
Agriculture 207 4.20% 1.54% 208 4.49% 1.48% 159 4.86% 1.18%
Communications 11 0.22% 1.15% 2 0.04% 0.77% 1 0.03% 1.1%
Total domestic non-
financial business 2,917 59.17% 47.63% 2,518 54.31% 44.27% 1,797 54.94% 38.10%
Government and other
public entities 11 0.22% 8.88% 6 0.13% 8.52% 9 0.28% 9.81%
Banks and credit
institutions 2 0.04% 4.53% 2 0.04% 3.35% 1 0.03% 7.15%
Households and Other 798 16.19% 21.75% 755 16.29% 22.84% 423 12.93% 20.60%
Total Domestic 3,728 75.62% 82.79% 3,281 70.77% 78.98% 2,230 68.17% 75.66%
Unallocated 978 19.84% 0.00% 948 20.45% 0.00% 699 21.37% 0.00%
International 224 4.54% 17.21% 407 8.78% 21.02% 342 10.46% 24.35%
Total 4,930 100.00%  100.00% 4,636 100.00%  100.00% 3271 100.00%  100.00%

(1) Allowance in category as percentage of total allowance.

(2) Loansin category as percentage of total loans.

(3) Consists of loans to households and other and to non-bank financia institutions.

(4) At December 31, 2004, the amount of the allowance is for loans to both domestic and international borrowers.

n.a. means not available.
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Credit Quality

The following tables show, at the dates indicated, certain credit quality ratios. For total impaired loans as a percentage of
total loans, see: "Risk Elementsin the Loan Portfolio, Loan Classifications' above.

At December 31,
EU GAAP 2005 2004
(per centages)

L oan loss allowance for non-performing loans as percentage of total non-performing loans 75.02% 75.11%
Loan loss allowance for problem loans as percentage of total problem loans 31L.77% 32.14%
Loan loss alowance for all loans as percentage of total loans 2.92% 3.42%
Non-performing loans as percentage of loans:

Total loans 2.49% 3.03%

Net loans 0.62% 0.75%
Problem |oans as percentage of loans:

Total loans 0.91% 1.08%

Net loans 0.62% 0.73%

At December 31,
ITALIAN GAAP 2003 2002 2001
(per centages)

Loan loss allowance for non-performing loans as percentage of total
non-performing loans 73.20% 68.99% 69.77%
Loan loss alowance for problem loans as percentage of total problem loans 35.46% 31.98% 26.88%
Loan loss alowance for al loans as percentage of total loans 3.25% 3.02% 2.68%
Non-performing loans as percentage of loans:

Total loans 2.88% 2.81% 2.53%

Net loans 0.77% 0.87% 0.76%
Problem loans as percentage of loans:;

Total loans 1.20% 1.15% 0.89%

Net loans 0.77% 0.78% 0.65%

The following tables show, at the dates indicated, net adjustments to loans as a percentage of total loans.

At December 31,
EU GAAP
Total loans(1) 2005 2004
(millions of €, except
per centages)
Total loans 173,337 152,350
Net adjustments to loans as a percentage of total loans 0.25% 0.32%

(1) Total loans are loans net of any write-offs but before any deduction for the allowance for probable loan losses
(including, for performing loans, any alowance for general risks). The amount of total loans does not appear on the
balance sheet, but is set forth in Part E, Section 1.A "Credit Quality".
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At December 31,

ITALIAN GAAP

Total loans(1) 2003 2002 2001
(millions of €, except per centages)

Total loans 151,807 153,337 121,898

Net adjustments to loans as a percentage of total loans 0.47% 0.33% 0.28%

(1) Total loans are loans net of any write-offs but before any deduction for the allowance for probable loan losses
(including, for performing loans, any allowance for general risks).

Securities Portfolio

At December 31, 2005, securities held by the Group related to banking activities were carried on our consolidated
balance sheet at a book value of €30.210 million, representing 13.5% of our 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 €17,019 million and €17,017 million, respectively, at December 31, 2005, and €11,942 million and €12,134 million,
respectively, at December 31, 2004. In our banking activities, we do not otherwise hold securities issued or guaranteed by any
one entity or obligor, other than the Italian government, whose carrying val ue represents more than 10% of our consolidated
shareholders' equity determined in accordance with EU GAAP. If the Gruop's insurance activities are taken into
consideration, we also hold securities issued or guaranteed by the French government, whose carrying val ue represents more
than 10% of consolidated shareholders’ equity.

Book and Fair Value

The following tables show the book value and the fair value of the Group's securities related to banking activities by
type and domicile of issuer at the datesindicated. For a discussion of how the Group values its securities, see Part A.3 and
Part B, Appendix to Part B on page F-34 and page F-96 of the Consolidated Financial Statements, respectively.

At December 31,
2005 2004
EU GAAP Book Value Fair Value Book Value Fair Value
(millions of €)
Domestic:
Government 17,019 17,017 11,942 12,134
Corporate and other securities 2,014 2,014 6,925 7,065
Equities and others 1,472 1,472 644 644
Total domestic 20,505 20,503 19,511 19,843
I nternational:
Government 2,250 2,250 3,487 3,498
Corporate and other securities 1,828 1,828 3,960 3,978
Equities and others 5,627 5,627 2,382 2,383
Total international 9,705 9,705 9,829 9,859
Total Securities 30,210 30,208 29,340 29,702

48




At December 31,

2003

ITALIAN GAAP Book Value Fair Value
Domestic:

Government 12,519 12,583
Corporate and other securities 5,299 5,325
Equities and others(1) 1,210 1,210
Total domestic 19,028 19,118
International:

Government 1,319 1,322
Corporate and other securities 3,374 3,385
Equities and others(1) 1,537 1,542
Total international 6,230 6,249
Total securities 25,258 25,367

(1) Thislineitem excludes treasury Shares held by the Group at December 31, 2004 and 2003 with a book value of
€54 million and €34 million, respectively, and afair value of €54 million and €34 million, respectively.

Remaining Maturities and Weighted Average Yield

The following table shows the maturities and weighted average yield of the securities held by the Group related to
banking activities by type and domicile of issuer at December 31, 2005. The yield on tax-exempt obligations has not been
calculated on a tax-equivalent basis because the effect of such a calculation would not be material.

At December 31, 2005

Amount(1)
Maturing Maturing
Maturing between between Maturing
within oneyear fiveyears after Total
one year and fiveyears  and ten years ten years amount

(millions of €)

Domestic:

Government 5,415 6,563 4,734 307 17,019
Corporate and other securities 292 732 952 38 2,014
Equities and others 1,472 — — — 1,472
Total domestic 7,179 7,295 5,686 345 20,505
International:

Government 341 678 933 298 2,250
Corporate and other securities 792 605 368 63 1,828
Equities and others(2) 5,627 — — — 5,627
Total international 6,760 1,283 1,301 361 9,705
Total Securities 13,939 8,578 6,987 706 30,210
Total Securities (market value) 13,939 8,578 6,987 706 30,208
Weighted average yield(3) 2.68% 2.66% 2.94% 3.93% 2.79%

(1) Based on book value unless otherwise indicated.
(2) Not subject to maturity. Customarily classified as maturing within one year.

(3) Based on book value as of December 31, 2005.
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Liabilitiesand Funding Sour ces

The following tables set forth, at the dates indicated, the principal components of our liabilities.

At December 31,

2005 2004

% of total % of total
EU GAAP Amount liabilities Amount liabilities

(millions of €, except percentages)

Deposits, short-term bor rowings and medium- and long-term

debt from non-credit institutions 94,430 42.30% 89,313 41.89%
Demand deposits: 74,562 33.40% 58,826 27.59%
interest-bearing 74,355 33.31% n.a n.a.
non- interest-bearing 207 0.09% n.a. n.a.
Savings deposits 5,734 2.57% 14,410 6.76%
Repurchase agreements 10,545 4.72% 11,664 547%
Other(1) 3,589 1.61% 4,413 2.07%
Securities and subordinated liabilities 49,388 22.12% 54,287 25.46%
CDs 4,336 1.94% 2,904 1.36%
Bonds 32,414 14.52% 41,076 19.27%
Commercial paper 6,297 2.82% 3,352 1.57%
Subordinated liabilities 6,341 2.84% 6,955 3.26%
Short-term borrowings and medium- and long-term debt
from credit institutions 35,831 16.05% 28,277 13.26%
Central banks 3,210 1.44% 3,078 1.44%
of which: Repurchase agreements 750 0.34% 551 0.26%
Other banks 32,621 14.61% 25,199 11.82%
Demand deposits: 4,853 2.17% 848 0.40%
interest-bearing 4,850 2.17% n.a n.a
non-interest-bearing 3 0.00% n.a n.a
Savings deposits 11,793 5.28% 7,155 3.36%
Repurchase agreements 6,078 2.72% 7,960 3.73%
Other 9,897 4.43% 9,236 4.33%
Total 179,649 80.47% 171,877 80.61%
Other lighilities 28,404 12.72% 28,745 13.48%
Minority interests 244 0.10% 282 0.13%
Shareholders' equity 14,959 6.70% 12,308 5.77%
Total liabilities and shareholders equity 223,236 100.00% 213,212 100.00%

(1) Represents primarily (i) short positions on securities as part of Banca IMI's securities trading activities and (ii) public
funds we administer for the Italian government and regional public agencies.
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At December 31,
2003

% of total
ITALIAN GAAP Amount liabilities

(in millions of €,
except percentages)

Deposits, short-term borrowings and medium- and long-term debt from non-cr edit

institutions 80,827 39.90%
Current accounts 53,968 26.64%
Savings accounts 14,405 7.11%
Repurchase agreements 10,073 4.97%
Other(1) 2,381 1.18%
Securities and subordinated liabilities 57,308 28.29%
CDs 7,149 3.53%
Bonds 39,979 19.73%
Commercial paper 3,766 1.86%
Subordinated liabilities 6,414 3.17%
Short-term borrowings and medium- and long-term debt from credit institutions 28,534 14.09%
Centra banks 3,977 1.96%

of which: Repurchase agreements 1,704 0.84%
Other banks 24,557 12.12%

of which: Repurchase agreements 5,998 2.96%
Total 166,669 82.27%
Other liabilities 24,645 12.17%
Minority interests 271 0.13%
Shareholders' equity 10,995 5.43%
Total liabilities and shareholders' equity 202,580 100.00%

(1) Represents primarily (i) short positions on securities as part of Banca IMI's securities dealing activities and (ii) public
funds we administer for the Italian government and regional public agencies.

Customer Deposits, Securities and | nterbank Borrowings

The principal components of our funding are customer deposits (current accounts, or demand deposits, and savings
accounts); repurchase agreements; certificates of deposit ("CDs"); bonds; subordinated debt; and interbank funding. Domestic
current and savings 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
monthsto 10 years. The Group'sretail customers are the main source of our funding.

Deposits and Other Funding from Non-credit Institutions

Our deposits and other funding from non-credit institutions totaled €94.4 billion at December 31, 2005, an increase of
€5.1 billion, or 5.7%, from €89.3 billion at December 31, 2004. Thiswas primarily due to an increase of €15.7 billion, or
26.75%, in demand deposits to €74.6 billion at year-end 2005 from €58.8 billion at year-end 2004, reflecting the reallocation
of customer funds towards greater liquidity. This reallocation was the primary reason for the decrease in savings deposits by
€8.7 billion, or 60.4%, compared to year-end 2004.
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Securities and Subordinated Liabilities

At December 31, 2005, our funding from securities and subordinated liabilities was €49.4 hillion, a decrease of
€4.9 billion, or 9.02%, from €54.3 billion at December 31, 2004. This was primarily due to a decrease of €8.7 hillion, or
21.09%, in bonds due to the maturity of some bonds, partially offset by increases in commercial paper and CDs of
€2.9 billion, or 87.86% and €1.4 hillion, or 49.31%, respectively, from December 31, 2004. The increase in commercial paper
and in CDs primarily reflected increased funding in foreign currencies by our foreign branches.

Short-term Borrowings and Other Funding from Credit I nstitutions

At December 31, 2005, our funding from credit institutions totaled €35.8 billion, an increase of €7.5 billion or 26.5%,
compared to €28.3 hillion at December 31, 2004, primarily due to increased funding from inter-bank demand and
savings deposits. See "Item 5.A.2 Operating and Financial Review and Prospectus—Y ear Ended December 31, 2005
Compared with Y ear Ended December 31, 2004—Net Interest Income" on page 98 below.

Domestic and I nternational Deposits by Type of Deposit

The following tables show, for the periods presented, the Group's domestic and international deposits, based on location
of the branch taking the deposit, by type of deposit:

For the year ended December 31,
2005 2004

Average Average Average Average
EU GAAP Balance Rate Balance Rate

(millions of €, except per centages)

Domestic:

Non-interest-bearing demand deposits 241 — 163 —

I nterest-bearing demand deposits 58,224 0.89% 54,683 0.82%

Savings deposits 16,023 1.43% 13,047 1.24%

Certificates of deposit 1,440 1.40% 2,230 1.43%

International:

Foreign demand deposits with governments and other public entities and

with banks and credit institutions 2,724 2.41% 98 1.72%

Other foreign demand deposits 3,895 2.07% 2,146 1.34%

Other foreign savings deposits and certificates of deposit 1,221 2.57% 9,952 2.14%
For theyear ended December 31, 2003

ITALIAN GAAP Average Balance Average Rate

(millions of €, except per centages)

Domestic:

Non-interest-bearing demand deposits 145 —

Interest-bearing demand deposits 55,998 0.96%

Savings deposits 17,510 1.50%

Certificates of deposit 3,457 1.97%

International:

Foreign demand deposits with governments and other public entities and with banks and

credit institutions 131 2.25%

Other foreign demand deposits 2,194 2.23%

Other foreign savings deposits and certificates of deposits 13,955 2.24%
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Funding by Remaining Maturity

Asafinancial 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 our funding is short-term: demand and short-term funding (up to three months' maturity) together make
up approximately 66% of our funding, while the balance is composed of fixed- and floating-rate funding, including
subordinated debt.

The following table sets forth, at the date indicated, the principal components of our sources of funding and
off-balance-sheet transactions by remaining maturity.

Remaining maturity at December 31, 2005

Up to Between 3 Betweenl  Beyond
EU GAAP Ondemand 3 months and 12 months and 5years 5years Unspecified Total

(millions of €)

Sour ces of funding

Due to customers 73,377 16,922 3,244 618 252 2 94,415
Due to banks 6,535 14,861 4,576 2,942 6,852 — 35,766
Securities issued 1,992 9,723 6,472 25,361 8,021 — 51,569
Financia liabilities held for trading 34 24 453 942 549 339 2,341
Financid liabilities at fair value — 143 383 2,999 3 — 3,528
Total funding 81,938 41,673 15,128 32,862 15,677 341 187,619
Off-balance sheet transactions 50,832 162,497 107,463 87,663 486,946 300,262 1,195,663

Subordinated Debt

In the course of 2005, Sanpaolo IMI made substantial investments to develop its business. To ensure the maintenance of
solvency ratios appropriate to our business, Sanpaolo IMI issued subordinated debt in a total amount of €6,081 million
in 2005.

The following table shows, at the dates indicated, our outstanding subordinated debt by currency and maturity.

EU GAAP Book value Amount at Book value
Loans at 12/31/05 inception(*) Interest rate | ssue date Maturity date at 12/31/04
(millions of €) (millions) (millions of €)

Preferred Securitiesin Euro 1,000 1,000 8.126% (@) 11/10/2000 — (b 1,000

Total innovative capital

instruments (Tier 1) 1,000 — — — — 1,000
Subordinated loan in Euro 132 150 5.75% 09/15/1999 09/15/2009 136
Subordinated loan in Euro 200 200 floating 10/01/1999 10/01/2009 200
Notesin Euro 500 500 6.375% 04/06/2000 04/06/2010 500
Subordinated loan in Euro 6 20 1.00% 04/27/2001 04/27/2006 6
Subordinated loan in Euro 299 300 5.55% 07/31/2001 07/31/2008 299
Loan in Euro 1 1 floating 09/20/2001 09/20/2006
Subordinated loan in Euro 199 200 5.16% 10/02/2001 10/02/2008 199
Notesin Euro 500 500 floating 06/28/2002 06/28/2012 499
Subordinated |oan in Euro 47 54 49% (c) 07/15/2002 07/15/2012 48
Subordinated loan in Euro 127 147 432% (d) 12/04/2002 12/04/2012 133
Notesin Euro 299 300 5.375% 12/13/2002 12/13/2012 300
Notesin Euro 350 350 375% (e 06/09/2003 06/09/2015 346
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Notesin Euro 150 158 floating 07/01/2003 07/01/2013 150
Notesin Euro 62 75 floating 09/29/2003 09/29/2013 62
Notes In GBP 241 165 5.625% (f) 03/18/2004 03/18/2024 234
Notesin Euro 700 700 floating 06/28/2004 06/28/2016 700
Subordinated loan in Euro 127 134 3.72% (9) 08/03/2004 08/03/2014 132
Notes in Euro 500 500 3.75% (h) 03/02/2005 03/02/2020 —
Notesin Euro 25 21 floating 06/10/2005 06/10/2015 —
Subordinated loan in Euro 16 20 290% (i) 08/01/2005 08/01/2015 —

Total subordinated

liabilities (Tier 2) 4,481 — — — —
Notesin Euro 50 50 15% (j) 06/26/2003 11/15/2007 50
Notes in Euro 550 550 floating 12/20/2005 01/07/2008 —

Total subordinated

liabilities (Tier 3) 600 — — — —

Total 6,081 — — — —

@

(b)

©

(d)

©

®

©

(h)

)
*)

The remuneration of the preferred securitiesis fixed at 8.126% up to November 10, 2010. After that date, afloating coupon will be paid at 12 months
Euribor increased by 350 basis points.

The securities cannot be redeemed. Only Sanpaolo IMI has the right to redeem the Securities, totally or partially, and this right can be exercised after
November 10, 2010.

Remuneration is paid on presentation of half-yearly coupons with afixed rate of 2.45% for the first five years. Subseguently, a floating coupon will
be paid.

Remuneration is paid on presentation of half-yearly coupons with afixed rate of 2.16% for the first five years. Subseguently, a floating coupon will
be paid.

Remuneration is paid on presentation of yearly coupons with afixed rate of 3.75% for the first seven years. Subsequently, afloating coupon will
be paid.

Remuneration is paid on presentation of yearly coupons with afixed rate of 5.63% for the first fifteen years. Subsequently afloating coupon will
be paid.

Remuneration is paid on presentation of yearly coupons with afixed rate of 3.72% for the first five years. Subsequently a floating coupon will be paid.
Remuneration is paid on presentation of yearly coupons with afixed rate of 3.75% for the first ten years. Subsequently afloating coupon will be paid.
Remuneration is paid on presentation of yearly coupons with afixed rate of 2.90% for the first five years. Subsequently a floating coupon will be paid.
The first coupon is 1.44%.

Reported in original currency.




Funding by Geographic Area

The following table sets forth, at the date indicated, the principal sources of funding for the Group by

geographical distribution.

At December 31, 2005

Other Rest of
EU GAAP Italy EU countries  United States Asa theworld
(millions of €)
Principal sources of funding
Due to customers 80,307 7,389 3,168 656 784
Due to banks 11,838 8,146 1,964 2,812 10,922
Securitiesissued 37,588 7,578 2,028 4,223 —
Financial liabilities held for trading 678 1,363 164 — 18
Financial liabilities at fair value 3,527 — — — —
Total 133,938 24,476 7,324 7,691 11,724

Funding by Sector

The following table sets forth, at the date indicated, the principal sources of funding for the Group by economic sector.

At December 31, 2005

Government
EU GAAP and Central Other public Financial Non-financial
Sector Banks entities Business Banks Insurance Business Other

(millions of €)

Due to customers 1,888 2,204 11,828 — 1,188 23,161 52,035
Securities issued — — 2,832 505 — 4,179 43,901
Financial liabilities held for
trading 557 1,313 88 156 — 111 2
Financial liabilities at fair
value — — 3 3,524 — — —
Total 2,445 3,517 14,751 4,185 1,188 27,451 95,938
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Short-Term Borrowings

The following tables show, at the dates indicated, the Group's short-term borrowings by type of borrowing:

At December 31, 2005

EU GAAP Repur chase agreements Commercial papers

(millions of €, except percentages)

Amount outstanding at year-end 17,373 6,297
Weighted average interest rate of the amount outstanding at year-end 2.34% 3.82%
Maximum amount outstanding at month-end during the year 30,490 6,354
Average amount outstanding during the year 25,179 3,699
Weighted average interest rate during the year 2.08% 3.23%

At December 31, 2004

EU GAAP Repur chase agreements Commercial papers

(millions of €, except percentages)

Amount outstanding at year-end 20,207 3,352
Weighted average interest rate of the amount outstanding at year-end 2.19% 2.23%
Maximum amount outstanding at month-end during the year 29,540 3,848
Average amount outstanding during the year 22,762 2,787
Weighted average interest rate during the year 2.10% 1.65%

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

Sanpaolo IMI isincorporated as a limited liability company (Societa per Azioni or S.p.A.) under the laws of Italy.
Sanpaolo IMI was established on November 1, 1998 by the merger of Istituto Bancario San Paolo di Torino S.p.A.
("Sanpaolo") and Itituto Mobiliare Italiano S.p.A. ("IMI"). Sanpaolo IMI isthe legal successor of both Sanpaolo and IMI.
Thelife of Sanpaolo IMI, according to its charter, will last until December 31, 2050.

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 1025.6 and 5084.9.0, respectively. Sanpaolo IMI isthe
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 islocated at Piazza San Carlo 156, Turin and its secondary offices are at Viale dell'Arte
25, Rome, and Via Farini 22, Bologna. Sanpaolo IMI can be contacted by telephone at +39-011 5551. Sanpaolo IMI's website
IS WWW.gr upposanpaol oi mi.com.

History and Development

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 1990s, certain reforms were introduced and 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 sought to encourage greater private sector involvement in banking through the
conversion of charitable foundations with banking businesses (such as Sanpaolo) into separate charities and
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businesses and through the sale of stakes in state-controlled banks (such as IM1). These devel opments were encouraged
through a series of measures, including tax incentives, to strengthen the capital structure of the banking sector (Law No. 218
of July 30, 1990, the "Amato Law") and through direct sales by the Italian government 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 of Sanpaolo until 1997,
when six long-term shareholders and four medium-term sharehol ders purchased 22% of Sanpaolo's share capital, while a
further 31% of Sanpaolo's share capital was sold in an Italian public offering and a global institutional offering. Following the
Bank of Italy's approval, Sanpaol o became capogruppo.

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 Italian government's direct privatization campaign, the Ministry of Treasury and several other IMI sharehol ders took
part in aglobal 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 Y ork Stock Exchange. IMI shares were also listed on SEAQ International. In 1995, IMI
shares 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 investorsin Italy, Europe and the United States.

TheMerged 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, alarger size and an appropriate merger partner would be a positive
development and agreed to merge.

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, the Mercato Telematico Azionario in Italy and the New Y ork Stock Exchange. The ADS depository is
JPMorgan Chase Bank.

In 1999, in the context of the increasing consolidation of banking and financial servicesin ltaly, 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 S.p.A. ("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.
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In January 2001, Sanpaolo IMI acquired a stake of approximately 11% in Cardine S.p.A ("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 Foundationsinto preferred shares
of aspecial 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 IMlI, held
by charitable banking foundations, such as the Foundations, to be converted into preferred shares of a special class. The
Azioni Privilegiate have priority over the Sharesin 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 atransfer occurred, the Azioni Privilegiate would be converted into Shares
at aratio of one Azione Privilegiata to one Share.

B. Significant Developments During 2005
2006-2008 Business Plan

On October 25, 2005 the Board of Directors of Sanpaolo IMI approved a new business plan (the "2006-2008 Business
Plan™), which sets the economic targets for 2008 as well as the strategic guidelines for the next three years. The following
financial measures used herein projected return on equity or ROE and cost/income ratio are projections and as such are neither
envisaged nor derived from measures envisaged by IAS/IFRS. Such measures are, therefore, non-GAAP financial measures.
Management believes that there are no meaningful comparable financial measures and that such non-GAAP financial
measures provide meaningful information because it is on such measures that Sanpaolo IMI developed its strategies and such
measures are commonly used by financial institutions and market practice.

The financial objectives of the 2006-2008 Business Plan are based on a macroeconomic scenario which is not favorable
but, nevertheless, we believe offers growth opportunities for banks in Europe and in Italy. The Group targets for 2008 may be
summarized by areturn on equity, (the conventional non-GAAP measure used by stock market analysts) or RoE, calculated
as net profit on year-end on shareholders' equity less net profit which, calculated in accordance with IAS/IFRS, is forecasted
to reach 18%. Simultaneous actions on revenues and costs are planned to improve the Group's cost/income ratio, which is
targeted at 52% in 2008.

We plan to achieve these targets by, among other things, increasing financial assets and loans. Achieving these targets
will also require us to focus on our capital adequacy ratios for which we target a core Tier | ratio not lower than 7% by 2008;
cost control, as we plan not to increase costsin rea terms; and the cost of credit, for which the 2006-2008 Business Plan
targets a potentia increase in the ratio of expected losses to total |oans of not more than 4 basis points.
Public Tender Offers

No public tender offer in respect of Sanpaolo IMI's Shares has been made from January 1, 2005 to date.
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C. BusinessOverview

At December 31, 2005, the Group was one of the leading banking groups in Italy with total assets of €263.3 hillion,
loans to customers totalling €139.5 billion and deposits from customerstotalling €165.2 billion. In addition, at December 31,
2005, assets under management amounted to €158 hillion and assets under custody amounted to €104.2 billion. At the same
date, the Group had 3,172 branchesin Italy, together with 117 branches and 19 representative offices abroad.

The Group isafull service banking group which provides a broad range of credit and financial products and servicesto
its customersin Italy and abroad. The Group's business consists of banking, asset management and capital markets activities,
aswell as certain other banking-related services. The Group's principal banking operations are retail banking, corporate
banking, mortgage lending, medium-and long-term lending, investment banking (including advisory, structured finance and
merchant banking), asset management and insurance. In addition, the Group is active in treasury and trading operations.
Sanpaolo IMI's capital markets activities include participating as a specialist in the Italian government bond market, and
participating as aleading underwriter and trader in the Italian domestic equity market, and as lead manager in Eurobond
issues and warrants.

Business Sectors

The Group is organized for operational, management and budget purposes by Business Sector.

Effective on July 18, 2005, the Sanpaolo IMI Group has adopted a new organizational model whereby the previous six
Business Sectors (Commercial Banking, Asset Management, |nvestment Banking, Personal Financial Services, Insurance
Activities, Public Authorities and Entities) were replaced by the following Business Sectors:

e Banking,

e Savingsand Assurance,

e Asset Management and International Private Banking, and

. Central Functions.

Each Business Sector comprises different Business Areas. Each Business Area has, within the Group, a certain level of
autonomy and is subject to individual monitoring and budgeting activities.

Business Sector
Business Sectors Business Areas
Banking Retail & Private
Corporate
Other Activities
Savings and Assurance Banca Fideuram
A.lP.
Asset Management and International Private Banking Asset Management
Investment Management Advisory and International Private
Banking

In addition, to these Business Sectors, the Group also has a corporate center known as Central Functions, which is
responsible for and includes the following activities:

* holding activities;
« the management of equity investments;

«  finance and treasury functions; and

the Macchina Operativa Integrata ("M OI" or integrated operating vehicle).
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The following chart provides an overview of the internal operational organization of the Sanpaolo IMI Group as of

December 31, 2005:

[MI GROUP

CENTRAL FUNCTIONS

SANPAOLO IMI
Governance, suppodt and control functicas
Sharcholdings
Santander Centrnd Hispano (Spain; 2,2%)
- lxis Axsct Mazagement Growp (France; 12%)
lxis Corporate & Investment Bank (Frasce; 25%)

- Bangee Palatinc (France; 40%)

- Cassa i Risparmbo di Firenae (185
Cassa ¢l Rsparmi &i Foll (38.3%)
- Banca delic Marche (T9)
Other sharcholdings
Finance

Macchina Operativa Integrata (lnsegrated Opemating Vehile)

|

SAVINGS AND ASSURANCE

ASSET MANAGEMENT AND
INTERNATIONAL PRIVATE BANKING

RETAIL & PRIVATE

= Sargack IMERetall & Fevate

- Cassa & Risparmio 3 Padova ¢ Rovigo- Retail & Private

- Cxaa &i Risparmio in Bologaa-Retail & Private
Cassa & Rbsparaio di Veaczia Retail & Private

« Fridexwsa Retail & Privale

= Banca Popolare &oilfAdriatkco-Retall & Private
Sampaoks Banco &i Napoli Retail & Privale

- Neos Banea (99.5%)

Farbanca (22,7%)

CORPORATE

Sanpaok IME-Companies
- Caoa di Risparmio i Padova ¢ Rovigo-Companics

Cassa & Risparmio in Bologaa: Companies
- Cxaa & Risparmio di Veseria-Companics
= Pricicassa-Companics

Banca Popolaze SeITAatico Companics
- Sanpaok Banco i Napoli Companics
= Sangaoko Leasint

Sampaoko IMELarge Groups

Sarpaoko IMEIntcrnational

Sanpacko IMI Bank Irelasd (lecland)

- Sarpacko IMI Intermazionale
= Banca IMI
-~ Banca OPI

-Fin OP1

Sanpaoko IMI Private Eqeny

BANCA FIDEURAM (73,4%)

- Sanpacko Invest SIM

« Basgue Privée Fideuram Wargny (Franee)
- Fsdcuram lavestimenti

» Pedeuram Bank (Lusemboarg)

« Padeuram Fidudiatia

+ Padeuram Bank Sulsse (Switzeriand)

« Fadeuram Gestions (Laxembouorg)

- Padeuram Asset Mamagement (frelasd)

Sazpaolo Tnvest Treland (Ireland)

ASSET MANAGEMENT (1)

L] Sanpaolo IMI Asset Management

« Sanpacio IMI Asset Masagement (Lavembourg)

- Sanpaoio IMI Alternative Ervestments

INVESTMENT MANAGEMENT ADVISORY
AND INTERNATIONAL PRIVATE BANKING

- Sanpaolo Bank (Luxessboury)

- Sanpaolo Bank Suiac (Switrerland)
Sanpacio [mmobilicee

-8 lo Fiduciatia

ASSICURAZIONT INTERNAZIONALL
D PRENVIDENZA (ALP)
- Pdouram Assicurasiont
Saagpeolo Life (1reland)
. Fgada

» Universo Servia

OTHER ACTIVITIES

d - IMI Imvestimenti

GEST Line

(1) On January 24, 2006 the concentration of Sanpaolo IMI Asset Management into the Savings and Assurance sector was
decided by Sanpaolo IMI Board of Directors. The shareholdings in Banca Fideuram, A.l.P. and Sanpaolo IM| Asset
Management are part of the Eurizon group.
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The main differences compared to the prior organizational structure are:

« thesubdivision of Banking Business Sector (previously Commercial Banking Business Sector) into the Business
Areas "Retail & Private", "Corporate" and "Other Activities";

« theincorporation of Public Authorities and Entities, dedicated to the support of local government structures and
public bodies, Investment Banking, which operate through Banca IMI, the Group investment bank, and Sanpaolo
IMI Private Equity, responsible for the Group's private equity activities into the Banking Business Sector;

« the concentration of the insurance activities of A.l.P. and the asset gathering activities of Banca Fideuram into the
Savings and Assurance Business Sector; and

« theincorporation of investment management advisory and international private banking activities into the Asset
Management and International Private Banking Business Sector.

Banking Business Sector

The Banking Business Sector constitutes the Group's core business and represents the reference point for the definition,
development and co-ordination of the commercial strategies of al the networks of the Group. It comprises the following
business areas:

« Retail & Private, which operates through the branches of the Parent Bank, Cassa di Risparmio di Padova e Rovigo,
Cassa di Risparmio in Bologna, Cassadi Risparmio di Venezia, Friulcassa, Banca Popolare dell'Adriatico and
Sanpaolo Banco di Napoli to serve customers made up of households, small businesses and private clients. It also
comprises Neos Banca, the company specialized in consumer credit, and Farbanca, the electronic bank for the
pharmaceutical and health sector;

«  Corporate, which operates to serve corporate customers; it includes the following divisions: Companies, which
manages relations with small- and medium-sized businesses through the network of the Parent Bank, Cassa di
Risparmio di Padova e Rovigo, Cassadi Risparmio in Bologna, Cassa di Risparmio di Venezia, Friulcassa, Banca
Popolare dell'Adriatico and Sanpaolo Banco di Napoli; Large Groups, which is responsible for managing relations
with the major groups of domestic and international importance; International, which includes the Parent Bank's
foreign network with focus on corporate lending, the Irish subsidiary Sanpaolo IMI Bank Ireland and Sanpaolo IMI
Internazional e supervises the group's activities in Central Eastern Europe; Public Authorities and Entities, dedicated
to developing relations with reference to organizations and institutions. Banca IMI, the Group's investment bank,
Sanpaolo IMI Private Equity, responsible for private equity activities, Sanpaolo Leasint, active in the leasing
compartment, and the Structured Finance unit, which is dedicated to project financing and specialized structured
lending, are also part of the Corporate business area; and

e Other activitieswhich include: IMI Investimenti, which is dedicated to the management of major industrial
shareholdings; and GEST Line, which manages the Group's tax collection activities.

The implementation of the plan to rationalize the Group's distribution network was continued in 2005. It involved the
transfer of operating points between commercial banks based on the principle that the branches within areference territory
with a specific historical brand, such as Cassadi Risparmio di Padova e Rovigo, Cassadi Risparmio in Bologna, Cassa di
Risparmio di Veneziaand Friulcassa (referred to asthe "North East Networks"), should belong to the bank holding that
brand. In January 2005, nine Cassa di Risparmio di Padova e Rovigo operating points and 21 Cassa di Risparmio in Bologna
operating points were transferred to the Parent Bank and 10 Parent Bank operating points were transferred to Cassa di
Risparmio di Venezia and afurther 10 to Friulcassa. In the second half of 2005, the implementation of the Parent Bank
network organizational and commercial model (which
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consists of several territorial areas, each of which supervises its respective territory and coordinates the branches operating in
that territory by market segment) in other banking networks was compl eted.

A second wave of rationalization is expected to be completed in 2006 and will involve the banksin the North East and
Emilia as well as the branches of Banca Popolare dell'Adriatico and the Parent Bank in the territoria re-ordering of the
Adriatic region. On May 16, 2006, Sanpaolo IM| Board of Directors approved the merger of Banca Popolare dell'Adriatico
into Sanpaolo IMI. The merger was completed on June 17, 2006. In connection with the merger the Group's branches in the
Adriatic region will be conferred to Sanpaolo Banca dell'Adriatico, a new entity. In June 2006, Sanpaolo Banca dell'Adriatico
has increased its capital from €6.3 million to €254.3 million. The capital increase was entirely subscribed by Sanpaolo IMI.

A further phase foreseen for 2007 is the integration of the Group's distribution networks in Romagna with those of Cassa
dei Risparmi di Forli, as part of the Romagna project jointly run by Sanpaolo IMI1 and the Fondazione Cassa dei Risparmi di
Forli. On December 29, 2005, Sanpaolo IMI acquired a further 8.5% stake in the share capital of Cassadel Risparmi di Forli,
for €65.7 million. The investment increases the Group's overall equity interest in Cassa dei Risparmi di Forli to 38.3% and
follows the exercise of a put option by the Fondazione Cassadei Risparmi di Forli, provided for in the contract of
November 29, 2000 among the Fondazione Cassa dei Risparmi di Forli, Sanpaolo IMI and Cassa di Risparmio di Firenze.
With the conferral of the branches in the Romagna areain 2007, Sanpaolo IMI will acquire control of Cassadel Risparmi di
Forli. The completion of this project, which isin line with the Italian local bank model, isaimed at strengthening the Group's
competitive position in the area.

Retail & Private Business Area

Initiatives were taken in 2005 to facilitate access to loans for small businesses. A program was set up to support
investments aimed at promoting the competitiveness and quality of products and services with the support of major guarantee
consortia, such as Unionfidi, Eurofidi and Confidi, providing guarantees to the financings provided by the banks of the Group
activein this Business Area. The program is characterized by the offer from retail branches of specific medium-term
financing with a maximum duration of five years at favorable terms and conditions, and prompt and streamlined response.
Assistance will also be available through agreements with leading consultancy operators and university faculties. Moreover,
the Group has established agreements with the small business associations such as Confartigianato and Coldiretti Piemonte
aimed at improving mutual collaboration and easing access to financing.

In an effort to increase market shares in the retail and private sector, innovative residential mortgage and consumer
credit products have been introduced. With reference to residential mortgages, the range of products has been broadened with
the launch of a mortgage financing the purchase of property for up to 100% of the property value. The offer of this product
was made possible through an agreement with Genworth Financial, aleading U.S. insurance company specializing in
residential real-estate mortgages, which provides specific insurance coverage for credit risks exceeding 80% of the value of
the property. Moreover, an agreement was defined with Banca Fideuram for the placement of residential mortgagesto private
clients through financial planners. The agreement is designed to strengthen the distribution capacity of the Group with
cross-selling of products previously exclusively placed by the operating points.

In consumer credit, the growing trend for family debt and the continuing growth potential of this area prompted the
simplification and rationalization of the organizational structure of Neos Banca (formerly Finemiro Banca), the company that,
together with its subsidiaries, is active in consumer banking. The Neos Banca group's identity was renewed in July 2005
through its new name, followed by a simplification and rationalization of the organizational structure which was concluded in
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September 2005. Finally, the strategic importance assigned to this arealed to the acquisition by the Group of a2.7% share in
Neos Bancaformerly held by Cassa di Risparmio di San Marino. The transaction increased Sanpaolo IMI's overall equity
interest in Neos Banca to 99.5%, further concentrating the value of Neos Banca's business for the Group.

In connection with the Turin 2006 Olympic Winter Games, Sanpaolo IMI initiated a number of commercial activities
aimed at exploiting the role played by the Group as one of the Game's main sponsor, such as the offer of Olympic-themed
credit, pre-paid and revolving cards, ticketing and a greater presence in the Olympic areas through a strengthening of the
service, including through the creation of temporary branches.

Corporate Business Area

Confirming the importance given to devel oping transactions with the small- and medium-size enterprises ("SME")
segment, collaboration projects continued in 2005 with guarantee consortia (in 2004 and 2005 the Group signed numerous
agreements with guarantee consortia, to make SME financings easier; the guarantee consortia can guarantee the financing)
aimed at consolidating existing relations and acquiring new customers with a medium/high credit standing. With regard to
medium-term financing for technological innovation in businesses, the initial aggregate ceiling of €250 million allocated at
the beginning of July 2004 for applied research loans was increased to €500 million. Moreover, in 2005, there was an
increase of the cost limits of the projectsto be financed, extending the offer to larger businesses, and a simplification in the
procedures for the issuance of loans. Depending on the rating of the borrower, the Group finances up to 100% of the cost of
the research project, with a maximum of €4 million (€2 million in 2004) per loan and the disbursement of the loan in
2 tranches of 50% each (3 tranches in 2004); part of the loan can be guaranteed by guarantee consortia. Furthermore, a new
product was defined in October 2005 that provides financial support for organic plans for investment in technology for
businesses purchasing new technol ogies on the market. The financing methods are similar to those for applied research loans
and outlined above.

International Activities. The Group'sinitiativesin the international area mainly pursued the objective of supporting the
development abroad of Italian businesses in direct investment and commercial trade.

With regard to the Mediterranean basin, a representative office was opened in Casablanca, Morocco to support Italian
enterprises there, strengthening the presence of the Group in North Africa, where the commercial agreements entered into in
2004 with Banque Marocaine du Commerce Extérieur ("BMCE") and Banque Internationale Arabe de Tunisie ("BIAT", in
which the Group has a shareholding of 5.6% stake) are operational. In Asia, acommercial agreement has been signed in 2005
with ICICI Bank, one of the leading banksin India. The agreement is aimed at facilitating accessto services and financingsin
India'slocal currency, through ICICI Bank, for Sanpaolo IMI clients operating in India and it makes remittance of funds from
Italy easier for Indian households. Moreover, arepresentative office was opened in Dubai as areference point for Italian
enterprises working in the Persian Gulf and with the further aim of developing relations with banking institutions in the area.

With regard to Eastern Europe, on December 7, 2005, Sanpaolo IMI entered into an agreement to acquire 80% of Banca
Italo Albanese ("BIA") from Gruppo Capitalia and the Albanian Finance Ministry, equal holders of the share capital of BIA.
After obtaining the required authorizations of the applicable supervisory entities, the transaction was completed on May 10,
2006 for a purchase price of €42.5 million. Through this transaction, the Group aims to consolidate its presence in Eastern
Europe, where it already has investments in Hungary through Inter-Europa Bank (85.9%), Romania through Sanpaolo IMI
Bank Romania (98.6%) and Slovenia through Banka Koper (63.9%).

Finally, Sanpaolo IMI has subscribed to the Global Trade Finance Program of the International Finance Corporation
("IFC") in Washington, D.C., which aims to promote devel opment of trade with
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emerging and developing countries. To achieve this aim, the IFC acts through the subscribing banks, offering guarantees of
payment for suppliesto countries with a high risk profile. As amember of the program, Sanpaolo IMI has a partid or total
coverage of the risks underwritten with banks in emerging markets for the import/export of goods and services and may
extend customer risk coverage in new markets, including especially complex transactions.

Investment Banking. Banca M| strengthened its position in the Italian market in 2005, intensifying its corporate
finance and structured finance activities and participating in major operations such as the acquisition of ashareholding in
Wind (an Italian mobile phone network), by the Weather/Sawiris group and the placement of the shares of Fondo Immobili
Pubblici (public real-estate assets), the largest real-estate mutual fund in Italy. In the second half of 2005, BancaIMl, in
accordance with the guidelines of the 2006-2008 Plan of the Sanpaolo IMI Group, defined some initiatives to maximize
integration and synergies of its activities within the Group. These initiatives provide for Banca IMI to useits specialist
activities to support the bodies responsible for the customer segments, not only in the offer of financial services to businesses
but also in the creation of financial products for households. Banca IMI plansto selectively develop its activities on financial
markets, exploiting the critical mass of customer dealing flows. Banca IMI also plans to take advantage of the opportunities
offered by international markets to make the most of its distinctive expertise relating to investment banking in Europe, such
as market making, sales and structuring activities.

Public Authorities and Entities.  In the sector of Public Authorities and Entities, dedicated to the devel opment of
relations with public organizations and institutions, commercial presidiums (employees of the Group dedicated to devel oping
business opportunities in their assigned territorial areas) were formed in April 2005 with the goal of improving our
competitive position with regard to the reference customers. These presidiums distributed around the Italian territory and
entirely dedicated to their assigned customers, are responsible for initiating origination activities and for supporting operating
pointsin their promotional functions. This action implemented the agreement stipulated at the end of 2004 between Banca
OPI and the banking networks of the Group aimed at maximizing cross-selling between the various structures in the relative
areas of competence (medium-/long-term financing and bridging loans for medium-/long-term transactions for Banca OPI;
short-term loans for the Group's banking networks).

Fiat and Italenergia

As of December 31, 2005 the Group held a 4,39% stake in the Fiat S.p.A. group ("Fiat"); the increase, in comparison
with December 31, 2004 (1,25%), is a consequence of the conversion of the Fiat Convertible Facility, as defined below. As of
June 12, 2006 the Group held a 0.84% stake in Fiat. Fiat isalso amajor client of the Group.

The Fiat Convertible Facility. Pursuant to aframework agreement (the "Framework Agreement™) among Sanpaolo
IMI, CapitaliaS.p.A. ("Capitdia'), Bancalntesa S.p.A. ("Intesa") and Unicredito Italiano S.p.A. ("Unicredito") (together the
"Participating Banks"), on July 26, 2002 the Participating Banks granted to Fiat a €3 billion loan (the "Fiat Convertible
Facility"), consisting mainly of a conversion of Fiat's then current short-term debt owed to the Participating Banks. The Fiat
Convertible Facility was a mandatorily convertible facility. The maturity of the Fiat Convertible Facility was
September 2005. The Sanpaolo IMI Group's participation in the Fiat Convertible Facility amounted to €400 million.

The Fiat Convertible Facility was converted on September 20, 2005. The conversion was effected at the share price of
10,28 Euro, calculated pursuant to the terms of the Fiat Convertible Facility, increasing Sanpaolo IMI's overall sharein Fiat
up to 4,39% of ordinary capital (38.910.496 additional shares, decreased to 38.775.860 after the exercise of the pre-emption
right reserved to the actual




shareholders). On January 20, 2006, the Group sold the entire share capital deriving from the Fiat Convertible Facility at the
share price of €7.70.

The conversion of the Fiat Convertible Facility produced a positive differential of €51 million compared to the negative
evaluation of €167 million in the embedded derivative made on the first application of IAS/IFRS on January 1, 2005,
(the differential was calculated on the basis of the price of Fiat shares at the conversion date which was €7.29 per Fiat share,
an impairment of €116 million) to which €2 million must be added for the re-evaluation of the position listed in the trading
portfolio as at December 31, 2005. The sale of Fiat shares, completed in January 2006, gave rise to afurther capital gain of
€11 million that will be recorded in the 2006 accounts reducing the gross capital loss attributable to the Fiat Convertible
Facility to €103 million. Such amount does not take into consideration neither the profits from fees related to the Fiat
Convertible Facility nor profits from other operations, such as the Italenergia bis—Edison transaction described bel ow,
contemplated by the Framework Agreement. Including such profits the overall economic effect of the Fiat Convertible
Facility is, substantially, at break even.

Italenergia bis—Edison. ItalenergiaBis S.p.A. ("ItalenergiaBis') was 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 Italenergia Bis group structure was 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: Capitaia (9.6%), IMI
Investimenti of the Sanpaolo IMI Group (7.8%), and Banca Intesa (6%). The three banks are collectively referred to asthe
"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 Italenergia Bis, the new holding company where
all shareholders of Italenergiatransferred their interests. Edison was merged into Italenergia and the new entity was called
Edison S.p.A. ("New Edison").

Fiat sold (the "Fiat Sale") 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%. In connection with the sale, the Banking Shareholders, Fiat and EDF entered into shareholders
agreements which included put and call options and drag along options.

At the end of 2004, EDF commenced arbitration proceedings, claiming that Italian legislative and regulatory actions had
frustrated the purpose of its put and call options, arbitration proceedings in order to obtain aruling declaring the termination
of the effectiveness of EDF's put and call options or the suspension of their terms. IMI Investimenti together with the other
Banking Shareholders, filed its response in the arbitration proceedings. In February 2005, the Banking Shareholders notified
EDF of their intention to exercise the put options. In March 2005, the Banking Shareholders notified Fiat of their intention to
exercise the drag along option. In September 2005, as a result of specific agreements reached among the Italenergia Bis
shareholders, the arbitration proceeding terminated and IMI Investimenti received €611 million for the sale to EDF of the
entire stake held by the Group in Italenergia Bis, including the disposal of Italenergia Bis warrants and Edison shares. The
disposal was completed in October 2005. Pursuant to a further agreement with EDF relating to Edison warrants, IMI
Invesitmenti received an additional €29 million. The total proceeds of €640 million received pursuant to these disposals gave
riseto acapital gain of €136 million.
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Savings and Assurance Business Sector

The Savings and Assurance Business Sector operates through the networks of financial planners of the Banca Fideuram
group to serve customers with medium/high savings potential, and A.1.P., the company that has been operational since
December 1, 2004 and, as aresult of the insurance restructuring, comprises all the Group's insurance activities.

The Savings and Assurance Business Sector was formed to strengthen the rationalization of the Group's insurance
activities and further increase their industrial value, economic weight and market relevance. On July 5, 2005 the Board of
Directors of Sanpaolo IMI decided to concentrate the insurance activities of Assicurazioni Internazionali di Previdenza
(A.I1.P.) and the asset gathering activities of Banca Fideuram in the Savings and Assurance Business Sector. On
November 10, 2005, the investments previously held by Sanpaolo IMI in A.l.P. and Banca Fideuram were transferred to a
newly-founded company reporting directly to the Parent Bank, which is currently named Eurizon Financia
Group S.p.A. ("Eurizon™).

Eurizon combines Group's skills in production and distribution of insurance and financial products to meet the needs of
customers to protect savings and provide personal assurance. The aims of this organizational and company reconfiguration
may be described as:

e  dirategic positioning;

«  focusing on existing structures and activities, with the creation of alarge and highly efficient production/
distribution platform; and

e dtrategic options for growth opportunities.

The reorgani zation a so provides Eurizon's principal operating companies, A.l.P. and Banca Fideuram, with
opportunities for positive strategic and business returns. In particular, both companies hope to:

e confirm their respective current mission (leadership in asset management for Banca Fideuram and excellence in the
insurance business for A.l.P.) and business model;

«  benefit from synergies for the production and distribution of long-term savings, pension and insurance, expediting
the process on behalf of the customer;

e improve their respective position through direct affiliation to a major holding company with an integrated strategy
focused on asset management and assurance.

With reference to Egida, the Group's casualty insurance company which is 50% controlled by A.1.P, on October 25,
2005, the Board of Directors of Sanpaolo IMI authorized A.l.P. to exercise the call option for the remaining 50% of the
company capital held by Reale Mutua. The acquisition of total control of Egida occurred on May 3, 2006 for €26 million. The
Board of Directors of Sanpaolo IMI on March 23, 2006 authorized the merger by incorporation into Egida of Fideuram
Assicurazioni (wholly owned by A.l.P.), the other casualty company of the Group. The merger, expected to be completed by
August 20086, is subject to ISV AP authorization.

The following information, and the information relating to Eurizon contained elsewherein thisannual report, does
not constitute an offer of the Securities of Eurizon or any other member of the Group for salein the United States. The
securities described have not, and will not, be registered under the U.S. Securities Act of 1933 or with any securities
regulatory authority of any state or other jurisdiction in the United States and may not be offered or sold, directly or
indirectly, into the United States unless the securities are so registered or an exemption from the registration requirements
isavailable.

In an effort to further strengthen the Savings and Assurance Business Sector, on January 24, 2006, the Board of
Directors of Sanpaolo IMI decided to transfer Sanpaolo IMI| Asset Management, a
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company wholly owned by the Parent Bank, to Eurizon. The Board of Directors of Sanpaolo IMI also authorized Eurizon to
prepare for apossible initial public offering in Italy of its shares and the listing on the Milan Stock Exchange of Eurizon. It is
expected that, through such offer and listing (which will not include any public offering in the United States) Eurizon will be
able to directly access the Italian capital markets, thus enabling Eurizon to further develop its products with high capital
absorption. The offer and listing are currently expected to be completed in the second half of 2006 subject to market
conditions, though no assurance can be provided that the offering will be completed by such time, or at all.

Asset Management and | nternational Private Banking Business Sector

The Asset Management and International Private Banking Business Sector includes Sanpaolo IMI Asset Management
and its subsidiaries, dedicated to providing asset management products to the Group networks, as well as institutional
investors, Sanpaolo Bank (L uxembourg), which operatesin international private banking, and Sanpaolo Fiduciaria.

This sector consists of the business areas of Asset Management, dedicated to devel oping wealth management for private
and ingtitutional clients, and Investment Management Advisory and International Private Banking, aimed at devel oping
advisory services for high-standing network customers and international private banking, through the companies falling
within its perimeter.

With the goal of obtaining higher levels of efficiency in asset management, in the last part of 2005, Sanpaolo IMI
Ingtitutional Asset Management, the SGR specialized in management and advisory services for ingtitutional customers, was
merged into Sanpaolo IMI Asset Management which aready held total control of Sanpaolo IMI Institutional Asset
Management. The merger lead to the devel opment of insurance, asset management and asset gathering activities, with
improved operational streamlining as well as synergies of purpose and cost obtained by the integration of management,
commercia and product development structures.

Central Functions

Central Functions includes holding activities, finance, the management of certain shareholding investments (including
the Group's shareholdings in Cassadi Risparmio di Firenze, Cassade Risparmi di Forli and Banca delle Marche), the
Group's IT operating platform (MOI) and the Group's credit policy. The main task of Central Functionsis the governance,
support and control of the Group's Business Sectors.

Central Functions sustains costs using a centralized system on behalf of other Group companies and allocates the costs to
the operating units only partially on the basis of standard prices. This method responds to the need to make Central Functions
responsible for cost savings.

Cassa di Risparmio di Firenze

An agreement entered into in November 1999 by Ente Cassa di Risparmio di Firenze, the major shareholder of Cassa di
Risparmio di Firenze, Sanpaolo IMI and BNP Paribas, concerning the latter's equity interest in Cassadi Risparmio di Firenze,
expired on May 1, 2005. Pursuant to the agreement, upon its expiration and in the absence of its renewal by Ente Cassa di
Risparmio di Firenze, Sanpaolo IMI should have exercised, in the 60 days following the expiration of the agreement, the right
to purchase ordinary shares of Cassadi Risparmio di Firenze from Ente Cassadi Risparmio di Firenze corresponding to
10.78% of the share capital of Cassadi Risparmio di Firenze at a price of, under normal circumstances, 1.5 times the average
trading price of Cassadi Risparmio di Firenze ordinary shares in the three months preceding the exercise of the Group's right
to purchase.
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Following the expiration of the November 1999 agreement, Sanpaolo IMI confirmed to Ente Cassadi Risparmio di
Firenze and the other signatory of the agreement its availability to discuss, without prejudice to the aforementioned purchase
right, the terms of a new agreement. Consequently, on June 27, 2005, Sanpaolo IM| and Ente Cassadi Risparmio di Firenze
agreed to extend the expiration of Sanpaolo IMI's purchase right through September 30, 2005.

Nevertheless, on September 28, 2005 Sanpaolo IMI, as a consequence of the failure to renew the November 1999
agreement, decided to exercise the purchase right at a share price of €3 per share, for an expected disbursement of
€368 million. Such price implies a premium of approximately €75 million with respect to the average trading price of Cassa
di Risparmio di Firenze sharesin May 2005.

The vaidity of Sanpaolo IMI's right to purchase Cassa di Risparmio di Firenze shares was disputed by the Ente Cassa di
Risparmio di Firenze. Because of the dispute, the arbitration proceeding required by the November 1999 agreement was
initiated and is still outstanding.

S Holdings

In the second half of 2005, the Sanpaolo IMI Group entered into a shareholders' agreement with five other banks with
shareholdings in Sl Holding, which totally controls CartaSi, the Italian leader (source: market studies and Bank of Italy
researches) in the credit card sector, in order to acquire joint control of Sl Holdings. On January 27, 2006, the banksin the
agreement subscribed the offer for atotal number of shares equal to almost 56% of the share capital of Sl Holding. The
Group'stotal stake in Sl Holding is 35.2% for an investment of €36 million. Following the completion of the purchase, and
pending the necessary regulatory approval, the overall investment of the pool of banks will total 80% of the capital of Sl
Holding. With this transaction, the participating banks intend to keep CartaSi within the interbank framework and give
continuity to the service offered. At the same time, the banks plan to rationalize and improve the efficiency of
CartaSi services.

The Distribution Network

The Group's distribution network is divided into territorial areas and bank networks with central structures, which
provide uniform and complete supervision of the respective territory. In order to effectively satisfy the different needs of
households and businesses, the distribution model is based on specialization of the branches according to the type of customer
served (corporate, private and retail). Internet and phone and mobile banking services also support operations with customers.

In 2004 and 2005, the Group continued to develop and rationalize its distribution network. In particular:

*  Theintegration of the banking networks (Cassa di Risparmio di Padova e Rovigo, Cassa di Risparmio in Bologna,
Cassadi Risparmio di Veneziaand Friulcassa, also referred to as the "North-East Networks") operating in the north
east of Italy and Banca Popolare dell'Adriatico was completed through the migration of the IT systems to that of the
Parent Bank, together with the adoption of the Sanpaolo IMI organization and commercial structure. The
distribution model of the Parent Bank network, characterized by branch specialization according to customer type
(retail, private and companies) has now been extended to all the Group's networks.

* In 2004, order to rationalize its presencein Italy and strengthen the competitive position of the networks,
optimizing the brand names, 113 operating points of the Parent Bank network in the provinces of the Triveneto and
Emiliawere transferred to the North-East Networks; and 30 operating points of Cassa di Risparmio di Padovae
Rovigo and Cassa di Risparmio in Bologna located outside their respective reference territories (namely Rome,
Milan and Lodi) were transferred to the Parent Bank network. In 2005, 10 operating points of the Parent Bank
network were transferred to Cassadi Risparmio di Venezia and afurther 10 to Friulcassa.
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As of December 31, 2005, the Group had a network of 3,172 banking branchesin Italy, distributed as follows: 34.1% in
the North West, covered extensively by the Parent Bank's network; 27.2% in the North East, which comprises the branches of
four networks (Cassa di Risparmio di Padova e Rovigo, Cassadi Risparmio in Bologna, Cassadi Risparmio di Veneziaand
Friulcassa); 25.9% in Southern Italy and in the Islands, headed by Sanpaolo Banco di Napoli on the mainland and by the
Parent Bank's network on the Islands. The remaining 12.8% of the Group's network islocated in Central Italy, with branches
of the Parent Bank and Banca Popolare dell'Adriatico.

In addition, branches of Cassadei Risparmi di Forli (in which we hold a 38.25% stake), Cassa di Risparmio di Firenze
(in which we hold a 18.7% stake) and Banca delle Marche (in which we hold a 7% stake), with which the Group has
distribution agreements, operate in the North East and Central regions.

With reference to commercia banks, the distribution network, as of the end of December, included 3,050 branchesin
Italy, 39 more than in 2004.

The share of total banking branches held by the Group on a national level, as of December 31, 2005, was 10.1% (source:
internal data and Bank of Italy). In particular, the Group had an 11.2% share in the North West, 10.2% in the North East,
5.6% in the Centre and 13.4% in the South and in the Islands.

Regarding multi-channel infrastructures, such as internet and telephone banking, at the end of December 2005, direct
banking contracts with retail customers rose to almost one million, an increase of 25% compared to December 31, 2004.
Internet banking contracts with companies amounted to 66,600 units, for an increase of over 33% from the beginning of 2005.

Customer service is aso provided through the network of automated teller machines or ATMs (at the end of
December 2005, these included 1,944 Parent Bank's ATMs, 849 Sanpaolo Banco di Napoli ATMs and 1,091 ATMs of the
four bank networks of the North East and Banca Popolare dell'Adriatico), as well as through POS terminals (38,879 for
Parent Bank's network, 15,701 for Sanpaolo Banco di Napoli network and 20,577 for the latter networks).

The Group's distribution structure also includes 4,151 financial planners of Banca Fideuram and Sanpaolo Invest SIM.
The Group operates abroad through a network of 117 branches, 19 representative offices and 2 desks. In 2004, we became
one of five members of the Inter-Alpha Group of Banks, which is an association of several major European banks, to be
represented by the Inter-Alpha Group representative office in Tehran, Iran. In addition to the international network of the
Parent Bank, the external network mainly comprises branches of the subsidiary banks operating in Central Eastern Europe.

Representative offices are Parent Bank's offices outside of Italy, operated, with the exception of the Tehran office which
is operated by Inter-Alpha staff, by Sanpaolo IMI staff. The representative desks are offices operating on foreign markets
through commercial relations held with others banks.
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They are also reference points for Italian clients to develop activities in the applicable countries, without carrying out lending
and funding activities.

At December 31,
% Change
December 31, 2005

Distribution network (Italy and abroad) 2005 2004 December 31, 2004
Banking branches and area offices 3,289 3,239 1.5%
—ltaly 3,172 3,126 1.5%
of which: Parent Bank 1,415 1,371 3.2%

North—East Networks and Banca Popolare dell'Adriatico 948 952 (0.4)%

Sanpaolo Banco di Napoli 687 688 (0.1)%
—Abroad 117 113 3.5%
Representative offices 19 18 5.6%
Exclusive financial planners 4,151 4,317 (3.8)%
Banca Fideuram 3,112 3,244 (4.0)%
Sanpaolo Invest SIM 1,039 1,069 (2.8)%
Domestic distribution
network North East Banca Popolare Sanpaolo Banco Other
(at December 31, 2005) Parent Bank Networks(1) dell'Adriatico di Napoli networ ks(2) Total
North-West
(Piedmont, Val d'Aosta,
Lombardy, Liguria) 1,039 73.4% 1 0.1% 2 1.4% — — 41 33.6% 1,083 34.1%
North-East
(Trivento and Emilia
Romagna) 5 0.4% 806 99.9% 17 12.1% — — 34 27.9% 862 27.2%
Center
(Tuscany, Marche, Umbria,
Lazio, Abruzzo, Molise) 254 18.0% — — 122 86.5% 4 0.6% 27 22.1% 407 12.8%
South & Islands
(Campania, Puglia,
Basilicata, Calabria, Sicily
and Sardinia) 117 8.3% — — — — 683  99.4% 20 16.4% 820 25.9%
Banking branches and area
officesin Italy 1,415 100.0% 807 100.0% 141 100.0% 687 100% 122 100.0% 3,172 100.0%

(1) Comprises Cassadi Risparmio di Padova e Rovigo, Cassadi Risparmio in Bologna, Cassa di Risparmio di Venezia and Friulcassa.

(2)  Includes the branches of Banca Fideuram (91), Neos Banca (25), Farbanca (1), Banca Imi (1) and Banca Opi (4).
Assets managed and administered on behalf of customers

Assets under management represent client financial assets managed by the Group on behalf of its clients. Assets under
administration present client financial assets held in custody by the Group on behalf of the clients.

At December 31, 2005, asset management volumes amounted to €158 billion, an increase of €13.2 billion, or 9.1%, from
€144.8 billion at December 31, 2004. The increase was due to the positive performance of the markets (€7.7 billion) and the
net inflow of €5.5 billion.

At December 31, 2005, the Group's mutual funds and fund-based portfolio management totalled €106.2 billion, an
increase of €8.3 hillion, or 8.5%, from €97.9 billion at December 31, 2004. The increase was primarily due to the positive
trend in subscriptions as well asto the positive performance in the securities markets. In 2005, growth in share prices
triggered agradual turn away from the more liquid forms of investment, directing savers toward products with greater added
value and maintaining
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high diversification of the portfolio, aimed at limiting the risk profile adopted. The weight of equity and balanced funds grew;
in terms of the various types of low-risk funds, the impact of liquidity funds decreased, while bond funds stabilized, penalized
by forecasts of ahikein interest rates.

As regards the types of funds, at December 31, 2005, the value of bond and equity funds represented, 44.1% and 27.7%,
respectively, of the total value of Group funds, compared to 44.0% and 24.8% at December 31, 2004, respectively. At
December 31, 2005, the Group was the leader in the domestic market for mutual funds, with a market share of 19.1% (source:
Assogestioni, Italian mutual funds association).

In 2005, the life insurance sector confirmed the growth already shown in 2004. At December 31, 2005, life technical
reserves, were €45.9 billion, an increase of €5.1 billion, or 12.3%, from €40.8 billion at December 31, 2004. The increase was
primarily due to a net increase in premiums of €3.5 billion. In 2005, there was an increase in customers' interest both in
traditional policies such as saving policies, investment policies and pension policies, which represented 44% of the premium
inflowsin the life insurance segment, and in policies with greater financial content, such asindex-linked and unit-linked
policies, which represented 56% of the premium inflows. At December 31, 2005, the Group had a share of the domestic life
insurance market of 12.2% in terms of technical reserves and 12.4% in new business (premiums on new policies) (source:
ANIA, Italian Insurance Companies Association).

At December 31, 2005, asset administration volumes reached €104.2 billion, an increase of €10.2 billion, or 10.9%, from
€94 billion at December 31, 2004.

The following tables show, at the dates indicated, the amounts of assets managed and administered on behal f
of customers..

At December 31,
2005 2004
% 2005/2004
(millions of €) (%) (millions of €) (%) (%)
EU GAAP
Asset management 157,990 60.2% 144,813 60.6% 9.1%
Asset administration 104,242 39.8% 93,980 39.4% 10.9%
Total assets managed and administered 262,232 238,793
The following table shows, at the dates indicated, a breakdown of assets under management.
At December 31,
2005 2004
% 2005/2004
(millions of €) (%) (millions of €) (%) (%)
EU GAAP
Mutual funds and fund-based portfolio
management 106,219 67.2% 97,920 67.6% 8.5%
Portfolio management 5,879 3.7% 6,044 4.2% (2.71%
Life technical reserves and financial liabilities 45,892 29.1% 40,849 28.2% 12.3%
Total assets management 157,990 144,813
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The following tables show, for the periods reported, the breskdown in the change in the amount of assets under
management between net inflow or outflow and the performance effect.

For the year ended

EU GAAP December, 31,
Changein Assetsunder Management 2005 2004
(millions of €)
Net inflow (outflow) for the period 5,476 (3,686)
—Mutual funds and fund-based portfolio management 2,561 (7,555)
—Portfolio management (584) (1,647)
—Life policies 3,499 5,516
Performance effect 7,701 4,916
Changein assets under management 13,177 1,230

The following tables show, at the dates indicated, a breakdown of Group mutual funds by type of fund.

EU GAAP
Group Mutual Funds by Type At December 31, 2005 At December 31, 2004
(Per centages)

Equity 27.7% 24.8%
Balanced 9.3% 8.0%
Bond 44.1% 44.0%
Liquidity 18.9% 23.2%
Total Group mutual funds 100.0% 100.0%

Activitiesin financial markets
Treasury and financial management activities

The control of treasury activities and the management of financial risks of the domestic banking networks are centralized
in the Finance Division of the Parent Bank.

Asregards treasury activities, the Parent Bank guarantees direct access to money markets, to spot and forward exchange
rate markets and to securities, as well as to payment systems, and controls the liquidity policy of the Group. For accessto the
medium-/long-term derivatives market, the Treasury division of the Parent Bank uses the subsidiary Banca IMI, which
provides these services by taking advantage of the synergies obtained from its own market-making activities.
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The financial risk management policies related to the banking books of the Group's banking networks (Asset and
Liability Management) are discussed in Item 11. Quantitative and Qualitative Disclosures about Market Risk on page 194
below.

At December 31, 2005 At December 31, 2004
Change
(millions of €) (%) (millions of €) (%) (%)
Deposits and loansto credit institutions
Assets(2) 27,838 100.0% 24,367 100.0% 14.2%
—Parent Bank 15,829 56.9% 12,625 51.8% 25.4%
—BancalMI 6,093 21.9% 6,901 28.3% (11.7%
—Others 5,916 21.3% 4,841 19.9% 22.2%
Liabilities 35,683 100.0% 28,293 100.0% 26.1%
—Parent Bank 19,786 55.4% 11,293 39.9% 75.2%
—BancalMI 7,170 20.1% 8,701 30.8% (17.6)%
—Others 8,727 24.5% 8,299 29.3% 5.2%
Securities(1)(2) 68,319 100.0% 65,271 100.0% 4.7%
—Parent Bank 8,294 12.1% 7,517 11.5% 10.3%
—Banca Ml 11,480 16.8% 11,661 17.9% (1.6)%
—AIP 39,927 58.4% 38,472 58.9% 3.8%
—Others 8,618 12.6% 7,621 11.7% 13.1%
Derivatives
Hedging derivatives (notional) 57,434 100.0% 75,604 100.0% (24,0)%
—Parent Bank 26,712 46.5% 45,937 60.8% (41.9%
—BancalMI — — — 0.0% —
—Others 30,722 53.5% 29,667 39.2% 3.6%
Dealing derivatives (notional) 1,219,569 100.0% 742,828 100.0% (64.2)%
—Parent Bank 61,899 5.1% 53,361 7.2% 16.0%
—BancalMI 1,130,132 92.7% 675,733 91.0% 67.2%
—Others 27,538 2.3% 13,734 1.8% 100,5%

(1) Thefigure does not include securities classified in loans and receivables, reported amount " Securities" (€998 million at
December 31, 2005 and €541 million at December 31, 2004).

(2) Thefigureincludes debt and capital securities (including Collective Savings Investments Organi zation Funds "OICR"
guotas) classified in the various portfolios, except for €3,093 million of Group's shareholdings part of the available for
sale portfolio.

With reference to the centralized management of liquidity, as of 31 December 2005, about 57% of interbank lending and
52% of interbank borrowing by the Parent Bank referred to intragroup financing and deposits. Net of these components, for
the entire period under review, the Parent Bank maintained a debt imbalance due to the funding actitivies of the Parent Bank,
to which the Treasury division resorted, depending on the short-term net liquidity imbalances, following a strict policy of
funding diversification.

In 2005, with respect to medium- and long-term funding, also centrally managed, the Parent Bank raised atotal of
€5.8 billion during 2005, comprising:

e €27 billion through the placement of senior securities by way of the internal network and the Sanpaol o Banco di
Napoli and Banca Fideuram networks;

e €3 hillion through the placement of securities on international markets with Italian and foreign institutional
investors, of which €1.1 billion subordinated (Lower Tier Il for €500 million and Tier 111 for €550 million);

e €92 million through loans and deposits.
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In 2005, the Parent Bank transferred €4.2 billion in medium and long-term funding to other Banks and Companies of the
Group, of which €3.9 billion senior debt and €265 million subordinated debt.

Banking networks other than the Parent Bank network, on the other hand, independently collected €480 million on the
domestic market, through the placement of senior securities with retail customers.

As part of its activities, the subsidiary Banca IMI issued structured bonds for €2.6 billion, placed through the
Group's networks.

Regarding deposits from International Organizations, the Parent Bank and other banks of the Group continued to use
funds from loans previously issued by the European Investment Bank, especially those destined to finance research and
development initiativesin Italy, aswell as by Germany's Kreditanstalt fur Wiederaufbau ("KfW"). In 2005, Banca OPI
independently collected €420 million from the EIB, with maturities of greater than 15 years.

As of December 31, 2005, the Group's securities portfolio amounted to €68.3 billion, an increase of 4.7% from the end
of 2004 (€65.3 hillion). This amount is broken down as follows: €38.8 hillion in securities held for trading or carried at fair
value, €25.7 billion in available for sale investments, €2.5 billion in held-to-maturity investments and €1.3 billion in securities
classified under "loans and receivables’, of which €312 million issued by corporate issuers.

As of December 31, 2005, the securities portfolio of the Parent Bank, held for treasury requirements and investment
purposes, amounted to €8.3 billion (net of Group securities), an increase of 10.3% compared to €7.5 billion as of
December 31, 2004. Excluding the equity component, the break-down is as follows: €4 billion in securities held for trading or
at fair value, €2.3 billion in held-to-maturity investments, €0.8 billion in available for sale investments and €1.0 billionin
securities reclassified under "loans and receivables”.

The break-down in the securities portfolio of the Parent Bank showed a prevalence of government bonds originating
from EU countries, representing 59% of the total at the end of 2005, with a further share of 35% represented by securities
issued by banks, financial institutions and international organizations, 4% by corporate bonds and the remaining 2% by OICR
Funds. With the objective of maximizing profit opportunities, the portfolio maintained, through the component of securities
eligible for refinancing with the European Central Bank, enough collateral to manage liquidity and, at the same time, satisfied
network requirements for customer repurchase agreements.

During 2005, the volume of securities traded by the Parent Bank on its own account was equal to €32 billion, while
transactions involving repurchase agreements amounted to €270.5 billion, of which €128.4 billion were carried out on the
MTS/PCT platform, the Italian el ectronic exchange regulated wholesale market for government bonds, other fixed income
securities and repurchase agreements.

The insurance sector portfolio

As of December 31, 2005, the life and casualty insurance companies under Assicurazioni Internazionali di Previdenza
held financial assets of €46.6 billion, an increase of 16% from the beginning of the year (the contribution to the consolidated
Financial Statements of Sanpaolo IMI was €40.2 billion, an increase of 16% from the beginning of the year).

The investments, with respect to traditional policies and free capital (the assets which are not required for coverage of
insurance's technical reserves), aswell as unit and index-linked policies, were carried out on the basis of strict investments
policies defining investment limits by issuer and class of assets, limits for credit and market risk as well asvalue at risk limits
for investments related to free capital .
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As of December 31, 2005 available for sale investments of our insurance sector comprised 41% of the insurance sector
securities portfolio, while securities evaluated at fair value comprised the remaining 59%.

In particular:

e availablefor sale securities, mainly for traditional policies and free capital, amounted to €19.2 billion and mainly
consisted of bonds and other fixed-income securities, representing 95% of the total. The bond portfolio consisted of
bonds issued by the Italian and foreign governments, International Organizations, national credit institutes and, to a
lesser degree, corporate bonds distributed across a wide number of issuers, particularly companies of the eurozone.
Shares, equal to one hillion euro as of December 31, 2005, maintained an average impact of 5% throughout the
year, in line with medium- and long-term profit objectives of the insurance sector;

e investmentsrecorded at fair value, equal to €27.4 hillion, comprised index-linked policies for 39% and unit-linked
policies for 56%. The remaining 5% mainly comprised securities to be liquidated for index-linked products
reimbursed to customers and specific asset policies.

Brokerage activities

Brokerage activities within the Group are carried out mainly by Banca IMI, the investment bank of the Group and one of
the leading Italian financial operators, with a strong presence in stock and bond placements, extraordinary finance
transactions (such as initial public offerings and capital increases) and securities trading.

BancaIMI carries out trading activities on its own account and on behalf of third parties across a wide range of financial
products in regulated and over-the-counter markets. Banca IM| a so structures and realizes investment products for retail and
institutional customers and provides risk management products for businesses and Italian public authorities.

The securities portfolio of BancalMI, as of December 31, 2005, amounted to €11.7 billion, in line with the €11.9 billion
held at the end of 2004; of the former amount, 73.8% consisted of debt securities, 25.6% of sharesin OICR and the remaining
0.6% of equities. At December 31, 2005, short positions in securities amounted to €2.31 billion, a decrease of 5.7% compared
to the value as of December 31, 2004 (€2.45 billion).

At December 31, 2005, trading derivatives amounted to €1,277.46 billion, an increase of 39.9% compared to
December 31, 2004 (€912.9 billion) mainly due to volume increases due primarily to mid sized corporate clients.

Banca IMI's operating results for 2005 show a significant contribution of Risk Management and Distribution activities,
along with positive results in the major Equity and Corporate Finance activities, particularly as regards organization and
completion of the acquisition of Italian mobile network Wind by the Sawiris group, the largest leveraged buy-out carried out
in Europe and the second largest worldwide.

More specifically, with respect to Banca IMI's trading activities:

« thefixed income and derivatives sector, despite a dight decline in trading on government bonds, confirmed the
positive results of market-making activities on interest and exchange rate derivatives and of activities carried out to
support product structuring;

«  theequity sector showed improved performance over the previous period as regards equity funding, with a
substantial increase in volumes and returns, as well as equity trading and market-making: in this context, it is worth
mentioning the volumes traded in the exchange traded fund
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sector, in which Banca M|, aleader in Italy (source: BancalMI's annual report), is one of the leading
European players,

e inaddition to the stability in flows from retail and institutional customers, the results of the credit trading sector
benefited from positive performance in primary activities and the strength of emerging markets; the sector also
benefited from sales of long-term securities in asset swapsto international investors;

» global brokerage activities increased considerably, as aresult of greater market volumes and thanks to the
development of business with new international customers especially in the USA.

Asfar as distribution activities are concerned, the fixed income sector benefited from steady demand from institutional
investors seeking good returns in primary market transactions, as well asin the investment grade and high yield segments. In
terms of asset-backed securities, significant interest was shown by institutional investors for the debt securitization
transaction by Fondo Immobili Pubblici (F.I.P.), in which Banca IMI was one of the lead managers.

The corporate derivatives sector showed a prevalence of interest and exchange rate products to hedge the risks of mid
sized corporate customers (companies with revenues between €50 million and €250 million per year). In this customer
segment, in 2005, volumes amounted to atotal of €2.7 billion in new interest rate derivative hedging transactions. In addition,
the last quarter gave way to arecovery of businessin the large corporate segment, especially as regards hedging transactions
on medium- to long-term funding. In this context, Banca IM| balanced the derivatives brokerage business carried out by the
banking network of the Group on behalf of corporate customers, with book values at the end of 2005 equal to €19.3 hillion
(€15.2 hillion at the end of 2004).

Placement and advisory business

At the Group level, the placement and advisory businessis carried out by Banca IMI; the subsidiary Banca OPI aso
operates in this business with respect to Public Authorities and Entities.

During 2005, Banca IMI confirmed its traditional role in the primary debt market, occupying the role of lead manager
and bookrunner in 60 bond issues, for atotal of about €22.5 billion and with a significant presence in the transactions of
foreign issuers.

With reference to retail investors, Banca IMI established and placed inflation-linked products, as well as products linked
to the CM S ("Constant Maturity Swap") parameter and capped FRN ("Floating Rate Note") issues, which satisfied the
requirements of prudent investing required by the regulators.

In the equity sector, the activities of equity capital marketsin Italy showed an increasing level of transactions,
confirming the trend seen in the last part of 2004. In this context, Banca IMI confirmed itstraditional role in the market, in
terms of both placements and increases in capital for listed companies, including the IPOs of Safilo and Marr.

With respect to corporate finance activities, Banca M| strengthened its role in the market, also thanks to marked
recovery worldwide in terms of mergers and acquisitions, which brought Europe increasingly closer to the volumes and
values of transactions carried out in the United States.

Banca OPI provides financing and financial assistance to Public Entities, Local Authorities, Public Utilities and
infrastructural projects. In 2005, Banca OPI confirmed its leading position in the Italian Public Sector (source: Sanpaolo IMI's
elaboration on the basis of Bank of Italy data), with an overall market share of over 20%, in an increasingly competitive
market characterized by an increase in the number of banks present and by very aggressive pricing policies by competitors.
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Total loans to customers, as of December 31, 2005, amounted to €25.6 billion, including €5.6 billion in the securities
portfolio, an increase of about 7.9% compared to December 31, 2004.

Regarding financing activities, total financial disbursements to customers during 2005 amounted to €6.3 hillion, of
which €1.5 billion in the form of subscription of securitiesissued by customers.

During 2005, Banca OPI emphasized its financial consulting services offered to customers, mainly involving debt
restructuring programs and the related promotion of derivative products.

The year 2005 was al so characterized by a significant focus on project finance activitiesin Italy and abroad. Total
financing contracts stipulated by Banca OPI in 2005 exceeded €340 million, an increase of approximately 180% against
€120 million 2004.

The expansion of Banca OPI into international markets, with the availability of a dedicated structure from the end of
2004, was intensified during 2005, promoting, in collaboration with local Group offices, relationships and business with the
bank's customers (regional entities, public companies and central administrations), particularly in Central-Eastern Europe.

Significant Subsidiaries

The following table sets forth the significant subsidiaries (as defined by Rule 1-02 of Regulation S-X) of the Group at
December 31, 2005.

Voting rights at

Registered shareholders

Name Offices Ownership held by % meeting %
BancaIMI Italy Sanpaolo IMI 100.00% 100.00%
Banca Opi Italy Sanpaolo IMI 100.00% 100.00%
Sanpaolo Banco di Napoli Italy Sanpaolo IMI 100.00% 100.00%
Eurizon Financial Group Italy Sanpaolo IMI 100.00% 100.00%
Assicurazioni Internazionali di Previdenza Eurizon Financial

Italy Group 99.96% 99.96%
Banca Fideuram Eurizon Financial

Italy Group 73.37% 73.43%

Banca IMI, the Group's investment bank, engagesin securities dealing for itself and for customers, underwrites equity
and debt capital offerings for companies, and also provides corporate finance advisory services.

Banca OPI provides financial servicesto the public sector, with particular emphasis on the financing of infrastructure
investments and public works.

Sanpaolo Banco di Napoli isthe Group's bank which covers the regions of mainland southern Italy. Established in 2003,
it includes all the Sanpaolo and Banco di Napoli branches operating in Basilicata, Calabria, Campania, and Apuliainto a
single entity, with a distribution network of 688 branches and 60 other operating points.

Assicurazioni Internazionali di Previdenza A.1.P. isthe Group's insurance company. It is active in: assurance, the
casualty sector; life savings and investment products with the aim of identifying atrend in the product range that is coherent
with the mission of protecting savings both through enriching the product insurance components and through investment
duration profiles that are coherent with the insurance business.

Banca Fideuram has a network of 4,151 financial planners and operates through its own specialized companies dedicated
to asset management services.
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Eurizon is a holding company that controls Banca Fideuram, A.l.P. and Sanpaolo IMI Asset Management.
Italian Banking Regulation and Cor porate Gover nance 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 financia
markets and the introduction of the euro. The main steps in this evolution were the enactment of the Amato Law, the
privatization process and the Legislative Decree No. 385 of September 1, 1993 (the "Consolidated Banking Law"), and
Legidative 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 ajoint-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 and
permitted 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
(Legidative 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 interestsin entities dealing with social purposes, are considered as private
not for profit organizations with social purposes. The Ministry of Economy and Financeisin charge of authorizing the sales
of holdings in banks owned by foundationsin compliance with criteria of transparency and non-discrimination.

In accordance with Article 25 of the Ciampi Law, as amended 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, the longer term of December 2008 was allowed for those banking
foundations entrusting their stakes in banking institutions to asset management companies ("societa di gestione del
risparmio™") charged with managing them independently. Moreover, 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 controlling stakes in banking institutions.
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Article 25 of the Ciampi Law has been recently amended further by Law 262/2005. Pursuant to the amendment, as of
January 2006 instead of requiring a mandatory transfer of controlling shareholdings authorized by the applicable authority,
Article 25 of the Ciampi Law prevents the banking foundation from exercising their voting rights for those shares exceeding
30% of the share capital with voting rights of a bank. The shares exceeding such threshold can be converted in shares without
voting rights, by means of an extraordinary shareholders meeting resol ution.

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 any bank, which can collect and solicit
savings deposits from the public, issue bonds and grant medium- and long-term credit 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 asresidual 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.

Credit ingtitutions incorporated in a European Union country other than Italy may conduct banking businessin 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 isinformed by the entity supervising the relevant EU credit institution. Such
supervising entity retains control over the relevant EU credit institution (so-called "home-country control” rule).

Consolidated Banking Law

Effective January 1, 1994, the Consolidated Banking Law, which repealed and replaced previous regulations, has
defined the role and the powers of the supervisory authorities and has regulated the definition of banking and related
activities. Moreover, the Consolidated Banking Law contains provisions regarding: the authorization of banking activities, the
acquisition of equity participation in banks, specific discipline of co-operative banks, banking supervision (on an
unconsolidated and consolidated basis), special bankruptcy procedures for banks, and the supervision of financial companies,
the transparency of contractual terms and conditions related to banking and financial services, applicable fines and sanctions.
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: three different
Authorities, with the aim of granting the sound and prudent management of the supervised entities, the overall stability,
efficiency and competitiveness of the financial system aswell as the compliance with provisions concerning credit. The
supervisory authorities are the following:

e thelnterministerial 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.

e 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: 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

79




of Economy and Finance may also place banks in mandatory liquidation (liquidazione coatta amministrativa) or
under extraordinary management (amministrazione straordinaria).

« theBank of Italy, which isin 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 main set of rulesimplemented by the Bank of Italy with respect to banks is collected in the Istruzioni di Vigilanza
per le Banche (Supervisory Directives for Banks), which is updated from time to time.

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 aregular basis. The main supervisory powersinclude: 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. The Bank of Italy may also fine banks and their managers with
administrative sanctions. Each year the Bank of Italy publishes a report on its supervisory activity.

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;

(i) prescribed contractual forms; (iii) 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 entitiesin 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. "Financial Information— B. Legal Proceedings' on
page 174 below), there has been an intense debate on the regulatory framework applicable to banks.

In this context, the Italian Parliament has recently enacted an important new law (Law n. 262 of December 28, 2005)
which among many others, moves the antitrust powers related to the banking sector from the Bank of Italy to the Antitrust
Authority, makes amendments to the powers of internal bodies of the Bank of Italy, fixesto asix year term, the duration of
the appointment of the Bank of Italy's Governor.

In thisregard, it should be noted that the above mentioned law deals with many other different items, such asthe
corporate governance of listed joint stock companies, auditing and auditor's liability, transparency of foreign companies
participated by or participating in Italian companies, banking foundations, conflicts of interest, investors protection, regul ated
markets and the introduction and reinforcement of penalties and administrative sanctions.
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Banking and Related activities
Pursuant to Section 10 of the Consolidated Banking Law, banking is broadly defined as fund raising and granting credit.

Under the Consolidated Banking Law, banks are also allowed to carry out other activities, including: financial leasing
and payment services; issuance of credit cards and traveler's checks; trading in money market instruments, foreign exchange,
futures, options and securities; participation in issuances of securities and related services; advisory services related to capital
structure, industrial strategy and business combinations; money brokerage; portfolio management and portfolio advisory
services; safekeeping and administration of securities.

In addition to banking and related activities, banks are permitted to provide investment services and to hold control
shareholdings in banking, financial and insurance companies. Italian banking groups are therefore entitled to provide services
that are subject to different supervisory authorities. In particular, the Bank of Italy supervises the banking and related
activities and exercises prudential supervision on intermediaries providing investment services, Commissione Nazionale per
le SocietaelaBorsa ("CONSOB", the Italian securities regulator) isresponsible for disclosure and fair dealing in providing
investment services, while the I stituto per laVigilanza sulle Assicurazioni Private e di Interesse Collettivo ("ISVAP") isthe
supervisory authority responsible for insurance services.

It should be also noted that, under the Consolidated Banking Law, banking groups comprise either: (i) an Italian parent
bank and the banking, financial and instrumental companiesit controls or (ii) a parent financial company and the banking,
financial and instrumental companiesit controls, provided that banking activity is significant within the group, as determined
by the Bank of Italy in compliance with CICR directives. All the companies belonging to a banking group are subject to the
supervision on a consolidated basis of the Bank of Italy.

In compliance with EU Directive 2002/87 and the Legislative Decree 142/2005 on financial conglomerates (and Basle 2,
as defined in Item 11 of this annual report), insurance companies as of 2006 are to be included in the prudential supervisory
area and are subject to additional capital adequacy requirements asit will be determined by the supervisory authority (see also
"Financia Conglomerates' below).

The adoption of IAS/IFRS entails that insurance companies are included in the scope of consolidation of Italian banking
groups, while Italian GAAP only made reference to banking activities.

Participation in the Share Capital of a Bank

Pursuant to Section 19 of the Consolidated Banking Law, and in compliance with EU Directive 2000/12, 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 isalso
required when the 10%, 15%, 20%, 33% or 50% threshold of voting rightsistriggered. The Bank of Italy may grant its
authorization subject to conditions that are likely to ensure the sound and prudent management of the bank. In addition to the
Bank of Italy's authorization, under the recently enacted Law n. 262/2005, in the above mentioned cases the Antitrust
Authority's authorization is also required in relation to antitrust issues regarding the market.

Pursuant to Bank of Italy regulations, the authorization from the Bank of Italy must also be obtained before any
irrevocable commitment to buy a significant stake in abank. In the case of purchases (or sales) which could lead to
controlling interest in a bank, the request for authorization to the Bank of 1taly 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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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, when the bank is alisted company, CONSOB (the Italian securities and stock exchange
regulator), must be notified of any agreement, however concluded, which involves an Italian bank or could lead to ajoint
exercise of voting rightsin a bank or in the parent company of such bank.

Deposit I nsurance

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.

Asaresult of certain amendments to the Consolidated Banking Law, in 1996 (pursuant to EU Directive No. 94/19), a
bank's membership in the Guarantee Fund became 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 fundsin 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, among others, 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, which occurred in 1988, is based on the
EU's"Own Funds Directive" and the "Solvency Ratio Directive" consolidated in the EU Directive 2000/12. Under these
risk-based capital guidelines, implemented since 1992 by the Bank of Italy, a bank's capital adequacy assessment is based on
theratio of itstotal capital to the risk-adjusted value of its assets and off-balance sheet exposures. 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 | 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 11) capital consists of: asset revaluation reserves, general 1oan 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 aregulated market. Fifty percent of any net losses must be deducted from supplemental assets, as aready provided
for net losses on securities. Tier |1 capital cannot exceed Tier | capital. There are also limitations on the maximum amount of
certain items of Tier |1 capital, such as subordinated debt, which may not exceed 50% of Tier | capital.
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The capital adequacy ratios are applied to the sum of primary and supplementary capital, less equity investments and
certain quasi-equity capital instrumentsin, and subordinated loans to, affiliated credit and financial institutions.

In November 2005, the Bank of Italy, in compliance with the Directive 2002/87 ECC and the Legidative Decree
142/2005, published some guidelines, requiring banks to deduct from primary and supplementary capital aso shareholdings
in insurance and reinsurance companies (including insurance holding companies) at least equal to 20% of the share capital
with voting rights as well as those sharehol dings in such companies intended to devel op the sharehol der's activity.

To assess the capital adequacy of banks under the risk-based capital guidelines, a bank's capital isrelated 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%.

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:

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

e tointroduce acapital charge for operational risk.

On October 11, 2005 the proposal for a new directive (the "Capital Adequacy Directive") in order to implement the
Badle 2 regulatory framework was definitively approved, even though it has not been published yet on the European Union
Official Gazette. Each EU country is required to implement such directive by the end of 2006. During 2003, Sanpaolo IMI
launched the Basle 2 Project, with the objective of preparing the Group for adoption of the Advanced Approaches from the
date the new capital accord comesinto effect. (See: Item 11. "Quantitative and Qualitative Disclosures about Market
Risk—The Basle 2 Project" on page 195 below).

Finally, it should a so be noted that, under the above mentioned Bank of Italy's guidelines published in November 2005,
the Bank of Italy has provided banks with instructions in order to mitigate the impact on regulatory capital of banks arising
from the application of IAS/IFRS as of December 2005.

Market Risk Capital Requirements

In March 1997, on the basis of EU directive 93/6 and in response to the increased activity of Italian banksin 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).

Therisks covered by the capital requirements are:

e 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;

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

e concentration risk: refers to exceeding, as the result of risk positionsin the portfolio of marketable securities, the
individual credit limit established with regard to the concentration of risks;
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e commodities positions: refersto the risk of potential |ossesin commodities positions;

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

In February 2000, the Bank of Italy 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 commaodity position risk and new methods of valuing options became effective. See: Part E, page F-119
to the Consolidated Financial Statements.

Lending Limits

The Bank of Italy issued certain instructionsin 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 asingle 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). These regulations were consolidated in EU Directive 2000/12.
Since January 2002, the above-mentioned ceiling has been lowered to 25% of the bank's own funds.

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 shareholders 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 thisregard, it is worth noting that stricter
limitations have been recently provided by Law 262/2005 and the CICR in relation to broader categories of entities. The
CICR guidelines are till to be implemented by the Bank of Italy.

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 related to the trading
portfolio of banks and 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. Such activities are specifically regulated by regulations
implementing EU Directive 93/6. In addition, banks belonging to a banking group are individually subject to a40% limit on
weighted exposures to a single borrower or group of affiliated borrowers.

For adiscussion of the Group's large exposures as of December 31, 2005 see: Item 3. "Key Information—B. Selected
Statistical Information—L oan Portfolio—Loans by Category of Borrower" on page 20 above and Part E, Section B of
Consolidated Financial Statements on page F-131.

Medium- and Long-Term Credit and Funding Activity

In consideration of the ability of the banking system to manage, the risks related to the imbalance of maturities and
yields, on February 22, 2006, CICR decided to partially repeal the applicable regulations provided by the Ministry of
Economy and Finance Decree N. 242632 of June 22, 1993.

The new regulation does not exempt banks from the responsibility to adopt the appropriate measuresin order to control
and manage the above mentioned risks, included the risks related to liquidity and changes in maturities.

In connection with funding activity, the regulations provide the opportunity for all banksto collect funds from the public
in any form permitted by law. Banks are also permitted to use various financial
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instruments including bonds and certificates of deposit. The financial instruments may also be issued in the form of
subordinated or perpetual debt for funding activities.

Equity I nvestments by Banks

Banks are permitted to make equity investmentsin all types of companies, subject to rules enacted by the Bank of Italy.
Generally, equity participations by abank 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 investmentsin 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 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 abanca abilitata. Therefore,
Sanpaolo IMI is empowered to purchase over 15% of the capital of anon-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 investmentsin non-financial companies cannot, in any event, exceed 50% of Sanpaolo IMI's
consolidated capital (or 25% of its consolidated capital for investmentsin unlisted companies); investmentsin asingle
non-financial company or group of companies may hot exceed 6% of the bank's consolidated capital.

Administrative and Accounting Organization and I nternal 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 led 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 al 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. "Directors, Senior Management and
Employees—C. Board Practices—Committee for Internal Control and Internal Audit Department” on page 158 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.
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The amount of the reserve is calculated on amonthly basis at a 2% rate on the total of the following items subject to the
reserve requirements. deposits and outstanding debt securities, excluding liabilities due to other banks, to the ECB and to
other national central banks. There is no reserve requirement for deposits and debt securities issued with a maturity of more
than two years or repayable with a notice of more than two years and for repurchase agreements.

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 the ECB for that month. Sums in excess of the reserve required do not receive interest. In the event of
aviolation 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 agenera 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 servicesin 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 therules 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 financia 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 firmsto 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 that was recently revised as aresult of important amendments to Italian
corporate law and following new Law 262/2005 contains rules concerning the prudential supervision applicableto
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). In particular, the Bank of Italy is responsible for issues related to limitation of risk and financial stability while
CONSOB isresponsible for issues related to disclosure and proper business conduct. Other sections of the Consolidated
Securities Law concern standards for organization and

86




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”, (whichis
subdivided among the Blue Chip, Star and Ordinary segments), Nuovo Mercato and Mercato Expandi, the Securities
Derivatives Market (SeDeX), the Italian Derivatives Market (IDEM), the After Hours Market, the MTF (which is a segment
of the MTA dedicated to funds) and the Fixed Income Market (MOT and EuroMQOT). In compliance with law 262/2005,
CONSORB isentitled to prevent, within five days, the execution of Borsa Italiana decisions regarding the exclusion,
admittance or suspension of financia instruments and market participants. All the Italian regulated markets are entered onto a
list kept by CONSOB. CONSOB continues to exercise supervisory control over listed companies, intermediaries and the
markets, as well asthe correctness and intelligibility of information required of companiesissuing 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. In this regard, the Italian Parliament issued alaw
(Law n. 62 of April 18, 2005) on price-sensitive information and market abuse, amending the Consolidated Securities Law, in
order to implement EU Directive 6 of January 28, 2003. The new law sets forth precautionary measures aiming at
strengthening the level of protection and the proper use and disclosure of price-sensitive information.

Intermediaries

Securities market participantsin Italy include (subject to partially different conditions) investment firms such as SIMs,
financial intermediaries the persons entered in the Special Register and banks. Banks, the investment firms and authorized
financial intermediaries are allowed to provide investment services, including: professional brokerage and dealing in
securities, underwriting and placement, asset management, retail distribution of securities and advisory services regarding
investments in securities. As mentioned before, these intermediaries are regulated by CONSOB and the Bank of Italy, and
have to observe prudentia regulations and rules on transparent and fair business dealing (such as disclosure duties and rules
on conflict of interest).

Because of the reform of Italian corporate law, an important provision had an impact on the liability regime related to
dealing and brokerage of corporate bonds applicable to intermediaries. Under the new rules, with reference to private
placements of corporate bonds, the intermediary that sells such corporate bonds to "retail” investors, carrying out dealing and
brokerage services, is liable, where the amount of bonds issued exceeds a certain level, to such investors for the insolvency of
the issuer. Under the new law 262/2005, a similar rule appliesin relation to private placements related to financial products
apart from the amount of the issuance. In such case the intermediary that sells financial productsto "retail" investorsisliable
to the investors for the insolvency of the issuer for one year from the issuance unless the intermediary provides the investor
with a document containing certain information set out by CONSOB. Such information is till to be determined by CONSOB.

Asfor the legal framework regarding investment services, a European directive was enacted in 2004 (Directive 39 of
April 21, 2004, the so-called MIFID Directive), repealing and replacing EU directive 93/22. The EU member states, Italy
included, are required to implement the new regulations by January 31, 2007 and the provisions implemented by member
states will be applicable as of November 1, 2007.
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Mutual Funds

The marketing, promotion, organization and ownership of mutual funds and the management of SICAV's (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 variabil€). 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. Regulations on mutual funds were recently revised by the Bank of Italy. A new regulation was issued on
April 14, 2005. The regulation is aimed at ensuring, among other things, full compliance with EU provisions.

I nsurance activity

As previously mentioned, banks are permitted to hold control shareholdings in insurance companies. Moreover, the
adoption of IAS/IFRS entails that, unlike what was required by Italian GAAP, insurance companies are included in the scope
of consolidation, from an accounting point of view, of Italian banking groups.

The insurance activity is reserved to insurance businesses enrolled in a special register and is mainly regulated by the
L egidlative Decree No. 209/05, which has enacted the "Private | nsurance Code".

The Private Insurance Code, that repealed and replaced previous regulations, defines the role and the powers of the
supervisory authorities and provides for the definition of insurance activity. Moreover, it contains provisions regarding,
among others: the authorization of insurance activities, the acquisition of equity participation in insurance companies,
insurance supervision (on an unconsolidated and consolidated basis), insurance brokerage, specia bankruptcy procedures for
insurance companies, transparency of contractual terms and applicable fines and sanctions.

According to the Private Insurance Code, insurance activity is defined as taking and managing risks by an
insurance undertaking.

The insurance activity is divided into (i) non-life insurance activities (including, among others, accident insurance,
health insurance and fire insurance) and (ii) life insurance activities (including insurance activities related to the human life
span, to the marriage rate and birthrate, whose value can a so be connected with the value of funds or other indexes). Asa
genera rule, it is not allowed to carry on—both—Iife and non-life insurance activities, except for specific circumstances
provided by the Private Insurance Code, and subject to the Isvap's (Istituto per la Vigilanza sulle Assicurazioni Private)
prior authorization.

Theinsurance activity is subject to the supervision of the Italian Ministry of Productive Activities and the Isvap
(in compliance with the applicable EU directives), with the aim of granting the sound and prudent management of insurance
and reinsurance undertakings, fair behavior of supervised entities, the overall stability and efficiency of the insurance system
and protection of clients. Isvap's supervision is carried out on (i) insurance and reinsurance undertakings which carry out their
activity in Italy, and (ii) insurance groups and financial conglomerates including insurance and reinsurance undertakings.

With regard to supervision functions, Isvap has the general power to authorize insurance activity (subject to the
existence of some specific requirements provided by the Private Insurance Code), to adopt general regulations, to make
inspections and inflict sanctions.

Isvap supervision is focused on, among others, insurance companies financial statements, review of amendmentsto
bylaws, solvency ratios and reserves requirements and insurance companies internal control system.
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With regard to the participation in the share capital of the insurance undertakings, Isvap'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 insurance company.

Financial Conglomerates

The Legislative Decree No. 142/05 implementing the Directive 2002/87/EEC regulates additional supervision
(the "supplementary supervision™) of banks, insurance undertakings and investment firms being part of a
financial conglomerate.

A "financial conglomerate” is a group which meets the following requirements:

(@) aregulated entity (a bank, an insurance company, an investment firm) is at the head of the group or at least one of
the subsidiaries in the group is aregulated entity;

(b) wherethereisaregulated entity at the head of the group, it is either a parent company of an entity in the financial
sector or an entity which holds a significant participation (20%) in an entity in the financial sector;

(c) wherethereisno regulated entity at the head of the group, the group's activities mainly occur in the financial sector;

(d) at least one of the entities in the group is within the insurance sector and at least one is within the banking or
investment services sector;

(e) theconsolidated and/or aggregated activities of the entities in the group within the insurance sector and the
consolidated and/or aggregated activities of the entities within the banking and investment services sector are
both significant.

The supplementary supervision on the regulated entities which areincluded in afinancial conglomerate isaimed at
safeguarding the stability of the whole conglomerate as well as the stability of the single entities being part of the financial
conglomerate, whether or not they are regulated. It isalso aimed at preventing the destabilizing effects upon the financial
system arising from the difficulties affecting some of the companies of the financial conglomerate.

Every financial conglomerate which is a subgroup of another financial conglomerate is subject to the supplementary
supervision within that financial conglomerate.

Based on the Legidative Decree No. 142/05, the Bank of Italy and Isvap, on November 16, 2005 entered into an
agreement regulating the identification and the capital adequacy of financial conglomerates. This agreement, subsequently
endorsed by CONSOB, points out seven different financial conglomeratesin Italy and the authorities charged with the task of
coordinator and with the supplementary supervision. According to such agreement, Sanpaolo IMI has been recognized as a
financial conglomerate and the Bank of Italy as the Authority responsible for the activities of coordination and supplementary
supervision on the regulated entities of the Sanpaolo IMI financial conglomerate.

The supplementary supervision will be mainly focused on: (i) capital adequacy requirements, (i) risk concentration,
(iii) intra-group transaction and (iv) internal control systems.

The main supervisory powers of the Authority that is responsible for carrying out supplementary supervision
(the "Coordinator") include the following:

(@) coordination of the gathering and dissemination of relevant or essential information in going concern and
emergency Situations among competent authorities;

(b) supervisory overview and assessment of the financial situation of afinancial conglomerate;
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(c) assessment of compliance with the rules on capital adequacy, risk concentration and intra-group transactions;
(d) assessment of the financial conglomerate's structure, organization and internal control system;

(e) planning and coordination of supervisory activitiesin going concern aswell asin emergency situations, in
cooperation with the relevant competent authorities involved.

Corporate Governance

Thefollowing isadiscussion of Italian corporate governance regulatory framework. For a discussion of the comparative
analysis between NY SE corporate governance standards and Sanpaolo IMI corporate governance practice see: Item 6.
"Directors, Senior Management and Employees—C. Board Practices—Comparative Analysis between NY SE Corporate
Governance Standards and Sanpaolo IMI Corporate Governance Practice" on page 160 below.

Italian regulatory framework

A specific section of the Consolidated Securities Law, recently revised by Law 262/2005, is devoted to the corporate
governance of listed companies. This section contains, among others, provisions concerning both voluntary and mandatory
tender offers; the disclosure of interests held by the shareholders, of interlocking interests and of shareholder agreements. The
board of statutory auditors was given broader powers to examine the management of the company, and further measuresto
protect minority shareholders were added. In thisregard, it is worth noting that Law 262/2005, amending the Consolidated
Securities Law, requires one member of the board of directors be appointed by a minority list of shareholders and one
member be independent (if the directors are more than seven) according to some specific requirements. 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 regul ations 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 for listed companies (the "Code"), amodel 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 Code recommends
the constitution within the board of directors of certain technical committees. According to the Code, the board of directorsis
required to appoint, within the board of directorsitself, acommittee for internal control (Comitato per il controllo interno).
The purpose of such committee isto advise and make proposals. The committee for internal control is composed of non
executive directors, the majority of which isindependent. The chairman of the board of auditors or another auditor appointed
by the chairman of the board of auditors participates in the committee's meetings. As for the composition, tasks and powers of
the committee for internal control in Sanpaolo IMI; see: Item 6. "Directors, Senior Management and Employees—C. Board
Practices—Committee for Internal Control and Internal Audit Department” at page 158 below.

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 the compliance
with criteria of substantial and procedural fairness with reference to the transactions

90




with related parties. In March 2006, the Code was significantly revised and issuers are expected to be compliant with new
provisions of the Code by the end of 2006.

Moreover, in January 2003, the Italian Government approved areform 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 as well as rules concerning, among others, simplification of the
incorporation procedures and the issuance of new financial instruments by limited liability and joint-stock companies. 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 was 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 isthe traditional organizational structure which entails three different corporate bodies
with different tasks and powers, the shareholders' meeting, 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 is able to elect which corporate governance system, among those listed below, it wants to implement.

The Italian 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 provided
by the new models of governance. Moreover, on December 28, 2004, the Italian Government issued L egislative Decree
No. 310/2004, which further modified the Consolidated Banking Law and the Consolidated Securities Law in order to
complete the reform process and remove all the inconsistencies noticed during the first year of effectiveness of the Reform.

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

e 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).

e The"dua system" involves a management board which manages the company, plus a supervisory board, appointed
at the shareholders meeting. The supervisory board 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 supervisory board is, substantially, assigned the tasks and powers which are reserved to the
shareholders meeting in the "ordinary” system;

e 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. The supervisory management board is
appointed by the board of directors unless otherwise provided by the Bylaws.

Italian banks are not allowed to adopt the new corporate models provided by the Reform until new regulations on
corporate governance and organization implementing the Reform are enacted by the Bank of Italy.
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In this regard, while CICR adopted (see CICR decision of August 5, 2004) a set of guidelines for the implementation of
the Reform with respect to banks, the Bank of Italy has not yet enacted the related supervisory instructions.

Sanpaol o IMI—whose corporate governance framework reflects the mandatory provisions of Italian corporate law and
securities laws—is maintaining the "ordinary" system. The organizational structure of the Parent Bank is based on:

¢ The shareholders meeting;

e TheBoard of Directors, which is responsible for the strategic direction of the Group and its ordinary and
extraordinary administration (except for those powers expresdly attributed to the exclusive responsibility of the
shareholders' meeting) and which consists of executive and non-executive Directors;

e The Technical Committees (among which are the Remuneration and Personnel Policies Technica Committee and
the Committee for Internal Control, see: Item 6. "Directors, Senior Management and Employees—C. Board
Practices' on page 157 below), consisting of Directors, as well as consultative and management functions designed
to support the Board of Directors; and

e TheBoard of Statutory Auditors (Collegio Sndacale) (see: Item 6. "Directors, Senior Management and
Employees—A. Directors and Senior Management" on page 144 below).

D. Organizational Structure
See: Item 4. "C. Business Overview" on page 59 above.
E. Property, Plantsand 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 propertiesin 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 inits "Socia Report" (Bilancio Sociale) which is available in English on Sanpaolo IMI's website:
WWW.grupposanpaol oimi.com, under "corporate social responsibility”. 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 standardsin Italy and abroad and
pursues a policy of adherence to best international practices.

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

The following discussion should be read in conjunction with the Consolidated Financial Statements included in this
report, which have been prepared in accordance with EU GAAP and which differ in certain aspects from U.S. GAAP. For a
summary of the significant differences between EU GAAP and U.S. GAAP, see: Part M, Section 1 and Section 2 of the
Consolidated Financial Statements on pages F-214 and F-215, respectively. EU GAAP aso differsin certain aspects from
IFRS as published by IASB. For areconciliation between our results of operations for the years ended December 31, 2004
and 2005 under EU GAAP and under |FRS as published by IASB, see Part M, Section 3 of the Consolidated Financial
Statements on page F-223 below.

92




As explained above under "Presentation of Financial Information”, we first adopted EU GAAP on January 1, 2005. In
connection with presenting our results of operations for the year ended December 31, 2004 for purposes of comparison with
our results of operations for the year ended December 31, 2005, we el ected the option available to us under IFRS 1
"First-time Adoption of International Financial Reporting Standards” to defer the first-time application of IAS 32, IAS 39
(financial instruments) and IFRS 4 (insurance contracts) to January 1, 2005 without restating our financial statements at and
for the year ended December 31, 2004 to give effect to the three foregoing accounting standards. Consequently, comparable
information at and for the year ended December 31, 2004 relating to financial instruments and insurance contracts covered by
IAS 39 and IFRS 4 was prepared in accordance with Italian GAAP. In the tables presented in this section of this annual
report, the line items for the year ended December 31, 2004 that were prepared in accordance with Italian GAAP are
identified with the reference numbers from our Italian GAAP financia statements for the year ended December 31, 2004 and
the abbreviation "It." The results of operations for the year ended December 31, 2004 relating to our insurance activities,
which under Italian GAAP were consolidated at equity, are presented in this annual report using the same line items
applicable to such activitiesin our financial statements for the year ended December 31, 2005.

The Consolidated Financial Statements have not been reclassified in order to comply with the format required for the
consolidated income statements and consolidated 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

Except as discussed herein, in the following discussion, the comparison between our consolidated results of operations
for the years ended December 31, 2004 and those for the year ended December 31, 2005 is based on our audited consolidated
income statement. For what concerns the discussion of our consolidated results of operating, solely for purposes of discussing
our net interest income, average interest spread and net interest margin, we also compare the results for the year ended
December 31, 2005 with those for the year ended December 31, 2004 based on our reclassified consolidated income
statement. The reclassified income statement presented as part of our net interest income discussion is derived from and
reconciled to the audited income statement, and is prepared consistently with and as authorized by Italian law and regulations.
The reclassified income statement also forms the basis of management's discussion and analysis of operating resultsin our
Italian annual report. For what concerns the discussion of our results of operations by Business Sector, we compare the results
for the year ended December 31, 2005 with those for the year ended December 31, 2004 based on our reclassified income
statement. The reclassified income statement presented as part of our Business Segments discussion is derived from and
reconciled to the audited income statement, and is prepared consistently with and as authorized by Italian law and regulations.
For the year ended December 31, 2004, the reclassified income statement by Business Sector is EU GAAP compliant,
reconstructed in conformity with IFRS 1 without application of IAS 32 and 39 (financial instruments) or IFRS 4 (insurance
contracts) whose application date was determined to be January 1, 2005. The reclassified income statement is the only basis
upon which management prepares operating results and projections by Business Sector. For purposes of strategic and
operational planning, management prepares reclassified income statements broken down by Business Sector which provide
more detailed information than that contained in the Consolidated Financial Statements. These Business Sector 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 the operating results in our consolidated Italian annual report. Since we believe the
additional level of detail contained in our reclassified income statement by Business Sector is more informative to our
shareholders, the discussion of our operating results by Business Sector in this report is based on the reclassified income
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statements. For the purposes of the discussion of the results of operations by Business Sector, the data for the year ended
December 31, 2004 are on a proforma basi s, assuming that the changes to the organizational structure affective as of July 18,
2005, had occurred as of January 1, 2004. See: Item 4. "Information on Sanpaolo IMI" on page 56. For areconciliation
between our audited income statement and our reclassified income statement see Item 5. "Operating and Financial Review
and Prospects” on page 93 below.

General Factors Affecting Sanpaolo IM1's Business
The International Economy

In 2005, the global economy, though slowing in comparison with 2004, grew at a significant pace (4.8%), driven by the
performance of the United States and many Asian countries, including Chinaand India. After atemporary deceleration in the
first months of 2005, world trade volumes picked up again towards the end of the year. At the same time, signs of
strengthening in the Euro Zone (by which we mean the EU member states that have adopted the euro as their currency) and
Japan's economic cycle and of softening in U.S. economic growth became more evident.

Degspite tensions in the crude oil market, which drove up consumer prices in many countries, on aglobal level, core
inflation (excluding energy and food prices) remained well-contained. The high price of energy products did not translate into
wage rises and expectations for medium-term inflation remained under control.

The United States reported a solid economic performance in 2005. Gross Domestic Product grew at an annual rate of
3.5%, despite the sharp braking in production in the fourth quarter, the Federal Reserve's restrictive monetary policy and
climactic troubles. Theincrease in households' disposable income—which also benefited from the increase in net worth due
to the appreciation of real estate values—contributed to maintaining high levels of consumption, while strong earnings and
cash flow supported corporate investments. However, the United States' public sector and foreign trade deficits were not
corrected. In 2005, the public sector deficit represented 4.1% of GDP and the foreign trade deficit represented 6.4% of GDP.

Price indices were affected by increased energy prices, and the average consumer price index increased by 3.5% in 2005.
Tensions were more marked in the second half of the year, partially driven by production prices. Asaresult, the restrictive
stance of the Federal Reserve was continued for longer than markets initially expected. As of December 2005, the policy rate
had been gradually raised to 4.25%. All the same, long-term interest rates followed a different trend, which former chairman
of the Federal Reserve Board, Alan Greenspan, described as a"conundrum”. Despite an increase in short-term interest rates,
in thefirst half of 2005, the 10-year benchmark rate fell from 4.5% to 4%, with a visible shrinking in term premiums, only to
rise again to 4.5% in the second half of the year.

Solid growth in the United States and progressive increases in interest rates by the Federal Reserve were the main
drivers behind the U.S. dollar's strengthening against the yen and the euro during 2005. At the beginning of 2005, the
euro-dollar exchange rate was €1=$1.30, whereas, at the end of December 2005 the exchange rate was €1=$1.19. However,
the increasing public and current account deficits continued to be major factors pointing to a depreciation of the U.S. dollar in
the medium term.

The Euro Zone and the Italian Economy

In 2005, the Euro Zone grew at a slower than expected rate of 1.3% despite arecovery in the second half of the year,
when the depreciation of the euro and historically favorable financing conditions led to a positive trend in exports and a
gradua upturn in investments. Overall, internal demand remained subdued as consumption was still very modest.
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Among Euro Zone members, Germany and Italy had the lowest growth rates, 0.9% and 0.1%, respectively, in 2005. The
economic performance of the two countries was largely affected by the weakness of domestic demand. France and Spain
showed livelier trends with growth rates of 1.4% and 2.7%, respectively, due to the positive dynamics of household
consumption, which was sustained by alarge increase in real estate prices.

Public sector deficits throughout the Euro Zone were stable at approximately 3% of GDP with an overall trend towards
matching the Maastricht parameters. Among Euro Zone countries, public sector net debt reached 67.5% of GDP in Germany
and 67.3% of GDP in France.

Inflation in 2005 was 2.2%, only slightly lower than in 2004, sustained by the extensive rise in oil prices. The European
Central Bank ("ECB") raised the policy rate to 2.25% in December 2005, the first such increase in 30 months.

The stagnation of the Italian economy in 2005 was largely due to a negative contribution from foreign demand, a
decrease in gross fixed investments and aflat trend in household consumption. A change in inventories, increased residential
investments and an increase in public spending made positive contributions. In terms of value added, the services and
construction sectors contributed positively, balancing the negative contribution of the manufacturing sector. Although the
annual growth rate for industrial production was negative (a decrease of 0.8%), overall it showed a recovering trend from the
lows seen at the beginning of 2005. The competitive difficulties experienced by some "Made in Italy" sectors were reflected
in the poor performance of exportsin real terms (an increase of 0.3%), despite the expansion of international trade volume.

From the information available so far, the financial deficit of the Italian public administration is estimated to have
deteriorated from 3.4% in 2004 to 4.1% in 2005, due especially to a slower growth in revenues caused by the weakness of the
economic cycle. At the same time, Italy's public debt, as a percentage of GDP, is estimated to be 106.3%, 2.4 percentage
points higher than in 2004.

Therate of inflation in Italy was 1.9% in 2005. The inflationary trend in energy prices was partially mitigated by
moderate price increases in non-energy goods.

The Italian Banking Sector

In 2005, the weakness of the economy was not a constraint on Italian banking loan dynamics, which increased at arate
higher than nominal GDP.

Loansincreased by 7.7% in 2005 compared with 5.5% in 2004. The overall trend was sustained by a significant increase
in household loans (an increase of 11.7%). Mortgages, still in considerable expansion (an increase of 17.4%), were
encouraged, on the one hand, by the substantial increasesin pricesin the real estate market and, on the other hand, by
particularly favorable financing conditions. Consumer credit, while continuing to account for asmall part of total household
debt (below the average of the principal European economies), increased at a sustained pace (an increase of 16.3%).

Loans to non-financia companies showed, on the whole, a smoother trend (an increase of 5.1%), paying heavily for the
stagnation of manufacturing activity and large corporate sector cash flow. Among the various business sectors, loans to
services, including real estate services, and to public works showed the most significant growth. During the year the financing
of merger and acquisition transactions, especialy in the telecommunications sector, showed an increase. In 2005, the
composition of loans by duration again showed a clear difference between the medium/long term (an increase of 10.8%) and
the short term (an increase of 0.5%). This can be explained by the increase in household residential mortgages, the high
volume of liquidity and the ongoing process of restructuring the maturity profile of corporate debt. In 2005, non-performing
loans decreased by 32.8%. The main risk ratios (including the net non-performing loans/net loans ratio) reflected the
improvement in credit quality.
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The evolution of asset management enjoyed the positive effects of a broad revaluation of share pricesin 2005. The
climate of uncertainty that characterized 2005 was reflected in a significant increase in liquidity and prudent financial
investments by households. In this context, bank funding increased by 7.9% due to the contribution of total deposits
(an increase of 7.3%) and bonds, which continued to grow considerably (an increase of 8.8%).

With money market reference rates remaining substantially stable, the average cost on banks' interest-bearing liabilities
in 2005 remained at the levels of year-end 2004. On the other hand, the average yield on banks' interest-earning assets
continued to decrease, especially for the household sector. At the end of 2005, the short-term interest spread on household
and non-financial company loan rates was 18 basis points lower than at year-end 2004.

The International and Italian Equity Markets

The main international share indices reflected an alternating trend in the first nine months of 2005 before ending the year
with anet gain compared to 2004. The S& P 500 gained 3%, the Nikkei 40.2%, the DJ Euro Stoxx 23% and the Mibtel 13.8%.
Globally, equity markets benefited largely from two factors: a positive trend in corporate earnings, generated not only by cost
reductions but also—especially in the United States—by increases in operating revenues and the particularly low level of
nominal and real interest rates.

Owing to the recovery of prices, the stock market capitalization of Italian companies listed on domestic exchanges rose
to €677 billion in 2005, a strong increase also as a percentage of GDP (49% at year-end 2005 compared with 43.1% at
year-end 2004). There were 15 new listingsin Italy in 2005 compared to eight in 2004. Capital raised through public
offerings in 2005 amounted to €6.8 billion compared to €12 billion in 2004, on the basis of 18 transactions, the same as the
previous year. The total funds raised by listed companies through capital increases, on the other hand, rose to €12 hillion in
2005 compared with €3.3 billion in 2004, on the basis of 23 transactions compared to 28 in 2004. The average daily value of
shares traded was €3.73 billion in 2005 compared with €2.9 billion in 2004.

The Italian Asset Management Sector

Despite a scenario characterized by uncertain economic conditions, a considerable increasein real estate pricesand a
prudent attitude by Italian households in favor of lower-risk financial investments, the asset management sector grew at a
higher rate in 2005 than in 2004. At December 31, 2005, the value of investment funds managed by Italian intermediaries was
€585 hillion, an increase of 8.8% compared with year-end 2004. The increase was due to a positive revaluation of share and
bond prices and to investment inflows. As of December 31, 2005, there was a net inflow of fundstotalling €8.4 billion. The
year-end data showed a particularly large outflow for equity and liquidity funds (a decrease of €14 hillion).

A. Resultsof Operationsfor the Two Years Ended December 31, 2005
1. Changesin the Scope of Consolidation

All the Italian and foreign entities in which Sanpaolo IMI holds, directly or indirectly, more than 50% of the voting
rights or is exposed to the majority of the risks and obtains the majority of benefits, with the exception of certain minor
subsidiaries which are not material, are fully consolidated. The scope of full consolidation specifically includes entities
engaged in banking, financial and related activities that are part of the Sanpaolo IMI banking group as recorded in the Bank
of Italy register in compliance with Article 64 of Legidlative Decree No. 385 of September 1, 1993; subsidiaries engaged in
activities other than banking, financial or related activities, and entities which expose the Group to the majority of risks
and rewards.
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All Italian and foreign entities which are jointly controlled with other shareholders and entities over which Sanpaolo IMI
exercises significant influence by holding, directly or indirectly, between 20% and 50% of the voting rights, are consolidated
under the equity method. Under this method, our proportional share of the net profits or losses of these entitiesisincluded in
the Consolidated Financial Statements. An entity is considered subject to joint control where agreements exist to the effect
that all material administrative, financial and management decisions reguire the consent of all the parties sharing control over
the entity.

Theindividual entities financia statements used for consolidation purposes are those prepared at December 31, 2005
and approved by the individual entities Board of Directors, subject to consolidation adjustments where necessary. The
valuation of investments using the equity method was made on the basis of the latest reports or financial statements available.
For a more detailed explanation of the basis on which we consolidate subsidiaries and other entities, see Part A.1, Section 3 of
the Consolidated Financial Statements on page F-16 below.

There were no material changes in the Group's scope of full consolidation in the year ended December 31, 2005
compared with 2004. For details of the Group's scope of full end equity consolidation, see Part B, Section 10 of the
Consolidated Financial Statements on page F-48 below.

2. Year Ended December 31, 2005 Compared with Year Ended December 31, 2004
Overview

For the year ended December 31, 2005, our principal income margins (being the difference between income and
expenses of the main income components) increased compared with 2004. Our net result of financial and insurance activities
increased by €2,420 million, or 45.8%, to €7,706 million in 2005 compared to €5,286 million in 2004. However, to make the
comparison more meaningful, other net income from insurance activities in the amount of €1,831 million should be added to
the net result of financial and insurance activities for 2004, for atota of €7,117 million. On this basis, the increase in 2005
amounted to €589 million, or 8.3%, compared to 2004, primarily due to a 21.5% increase in net interest income, a 6.0%
increase in net commissions and a 12.1% decrease in impairment losses on loans and financial assets.

Our operating profit before tax from continuing operations increased by €878 million, or 40.9%, to €3,023 million in
2005 compared to €2,145 million in 2004. This increase reflected our successful containment of operating expenses, which
remained substantially stable, as well as adecrease in net provisions for risks and charges.

The net profit attributable to equity holders of the Parent Bank was €1,983 million in 2005, an increase of €536 million,
or 37.0% compared to €1,447 million in 2004. This increase was reflected in an improvement in our return on equity, or RoE,
calculated as the ratio of net profit for the year to net shareholders equity (excluding profit for the year) at the end of the year,
which increased to 17.2% in 2005 from 13.3% in 2004.

Net [ nterest | ncome

The following table sets forth the components of the Group's net interest income for the years ended December 31, 2005
and December 31, 2004, based on the Audited Consolidated Income Statement.
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Audited Consolidated | ncome Statement

Year ended December 31,

2005 2004(1)
(millions of €)
10. Interest income and similar revenues 8,235
10It. Interest income and similar revenues(2) 7,196
20. Interest expense and similar charges (3,786)
201t. Interest expenses and similar charges(2). (3,534)
Net interest income 4,449 3,662

(1) EU GAAPIin conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition date is
deemed to be January 1, 2005.

(2) Item presented in accordance with Italian GAAP format.

In 2005, net interest income increased by €787 million, or 21.5%, to €4,449 million compared with €3,662 million in
2004. Thisincrease was primarily due to the reclassification of the results of our insurance activities, which produced net
interest income of €702 million in 2005. In 2004, the net interest income attributabl e to our insurance activities, was included
in other net income from insurance activities.

The positiveimpact of the reclassification of our insurance activities on net interest income in 2005 was partially offset
by the results of Banca IMI, whose net interest income decreased by €47 million, or 39.8%, to €71 million in 2005 compared
to €118 million in 2004. This decrease was due to an increase in Banca IMI's financing needs for non-interest-bearing
securities, attributable to an increase in its equity arbitrage activities as aresult 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 relevant for a better understanding of the components and the reasons for the
year-on-year changesin net interest income from the Group's banking activities. Excluding the net interest income of Banca
IMI and our insurance activities, and taking into consideration certain other related adjustments, as shown in our reclassified
income statement and average balance sheet discussed below, the Group's net interest income related to banking activities
increased by €119 million or 3.3%, to €3,724 million in 2005 compared to €3,605 million in 2004.

Both components of net interest income, interest income and interest expense, increased in 2005 compared with 2004.
Interest income increased by €404 million, or 6.0%, to €7,096 million in 2005 from €6,692 million in 2004, due to an
increase in the average balance of interest-earning assets, partly offset by a decrease in the average yield on interest-earning
assets from 4.24% in 2004 to 4.14% in 2005. Interest expense increased by €285 million, or 9.2%, to €3,372 million in 2005
from €3,087 million in 2004. This was primarily due to an increase in the average balance of interest-bearing liabilities and,
to alesser extent, an increase in the average cost of interest-bearing liabilities from 2.03% in 2004 to 2.05% in 2005.

Average Balances and Interest Rates

The following tables show, on the basis of Sanpaolo IMI'sreclassified financial statements, the average balances and
interest rates by category and by currency of the Group's interest-earning and non-interest-earning assets and its
interest-bearing and non-interest-bearing liabilities in each case related to our banking activities, for the years ended
December 31, 2005 and 2004. Loans and other interest-earning assets are presented net of any write-offs and any alowance
for probable loan losses. For purposes of these tables: (i) average balances have been determined based on daily figures for
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interest-earning assets and interest-bearing liabilities of Sanpaolo IMI, Sanpaolo Banco di Napoli, Banca OPI, Banca
Popolare dell'Adriatico, Cassadi Risparmio di Padova e Rovigo, Cassa di Risparmio di Venezia, Cassadi Risparmioin
Bologna, and Friulcassa, and on monthly figures for al 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); and (iii) tax-exempt income has not been cal culated on a tax-equivalent basis because the
effect of such calculations would not be significant.

Year ended December 31,
2005 2004(1)

Average Average Average Average
balance Interest(2) yield(3) balance Interest(2) yield(3)

(millions of €, except per centages)

Assets:
I nter est-ear ning assets
Interest-earning deposits and loans to credit

ingtitutions 20,055 541 2.70% 14,812 292 1.97%
—Euro 9,863 238 2.41% 10,355 200 1.93%
—Non Euro 10,192 303 2.97% 4,457 92 2.06%

Reverse repurchase agreements 6,475 145 2.24% 7,721 155 2.01%
—Euro 5,574 116 2.08% 6,976 143 2.05%
—Non Euro 901 29 3.22% 745 12 1.61%

Trading account securities and investments 17,533 513 2.93% 16,512 508 3.08%
—Euro 15,597 436 2.80% 14,344 445 3.10%
—Non Euro 1,936 77 3.97% 2,168 63 2.91%

Loans and leases to non-credit ingtitutions 126,429 5,869 4.64% 117,962 5,703 4.83%
—Euro 120,905 5,640 4.66% 112,130 5,485 4.89%
—Non Euro 5,524 229 4.15% 5,832 218 3.74%

Other interest-earning assets from Banco di

Napoli(4) 722 28 3.88% 938 34 3.62%

Total banking inter est-ear ning assets 171,214 7,096 4.14% 157,945 6,692 4.24%
—Euro 152,661 6,458 4.23% 144,743 6,307 4.35%
—Non Euro 18,553 638 3.44% 13,202 385 2.92%

Investment banking assets 31,759 24,555

Insurance business assets 45,028 37,728

Total non-banking inter est-ear ning assets 76,787 62,283

Non-inter est-ear ning assets 19,550 25,735

Total assets 267,551 245,963

(1) EU GAAP in conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition dateis
deemed to be January 1, 2005.

(2) Total interest income varies by €1,139 million and €504 million from total interest income as shown in the Consolidated
Financial Statements for the years ended December 31, 2005 and 2004, respectively, due to the following differences:

* thereclassification of interest income of A.l.P. that relates to insurance activities of €815 million in 2005;

» thereclassification of interest income of Banca M| that relates to securities dealing activities of €770 million and
€552 million in 2005 and 2004, respectively;

« thereclassification of interest income on derivative contracts hedging interest rate risk, which in the Consolidated
Financial Statements are netted together, but which in the above table are
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netted against interest income of the respective assets or liabilities hedged by the derivatives and the effect of the

intra-Group eliminations between our insurance business, Banca IM| and other Group companies. These

reclassifications decreased interest income by €398 million in 2005 and by €8 million in 2004; and

« thereclassification of interest written off in previous years and recovered during the year of €48 million and
€40 million in 2005 and 2004, respectively, which in the Consolidated Financial Statements areincluded in
"Impairment losses/write-backs to loans".

(3) Representsinterest income as a percentage of average interest-earning assets.

(4) Thislineitem comprisesthe credits from SGA. SGA is the company established to recover non-performing loans of

Banco di Napoli. See Part B, Section 7 of the Consolidated Financial Statements on page F-44.

Liabilities and Shareholders Equity:
I nter est-bearing liabilities
Deposits, short-term borrowings and
medium and long-term debt from credit
ingtitutions
—Euro
—Non Euro
Short-term borrowings and medium- and
long-term debt from non-credit institutions
—Euro
—Non Euro
Repurchase Agreements
—Euro
—Non Euro
Securities and subordinated liabilities(4)
—Euro
—Non Euro
Total banking interest-bearing liabilities
—Euro
—Non Euro
Investment Banking
Insurance business
Total non-banking inter est- bearing
liabilities
Other liahilities
Minority interest
Total non-interest-bearing liabilities
Shareholders equity:
Common shares
Other shareholders' equity
Total shareholder's equity(5)

Total liabilities and shareholders equity

Year ended December 31,

2005 2004(1)
Average Average Average Average
balance Interest(2) rate(3) balance Interest(2) rate(3)
(millions of €, except per centages)
29,357 795 2.71% 21,680 499 2.30%
19,808 479 2.42% 15,442 373 2.42%
9,549 316 3.31% 6,238 126 2.02%
76,899 849 1.10% 70,580 712 1.01%
68,254 592 0.87% 65,943 608 0.92%
8,645 257 2.97% 4,637 104 2.24%
10,466 212 2.03% 8,332 172 2.06%
10,466 212 2.03% 8,332 172 2.06%
48,119 1,516 3.15% 51,434 1,704 3.31%
47,533 1,491 3.14% 49,941 1,677 3.36%
586 25 4.27% 1,493 27 1.81%
164,841 3,372 2.05% 152,026 3,087 2.03%
146,061 2,774 1.90% 139,658 2,830 2.03%
18,780 598 3.19% 12,368 257 2.08%
31,305 23,591
43,833 36,715
75,138 60,306
14,613 21,709
200 187
14,813 21,896
5,215 5,181
7,544 6,554
12,759 11,735
267,551 245,963

(1) EU GAAP in conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition dateis

deemed to be January 1, 2005.
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(2) Total interest expense varies by €414 million and €447 million from total interest expense as shown in the Consolidated
Financial Statements for the years ended December 31, 2005 and 2004 respectively, due to the following differences:

» thereclassification of interest expense of A.l.P. that relates to insurance activities of €113 million in 2005;

» thereclassification of interest expense of Banca M| that relates to securities dealing activities of €699 million and
€434 million in 2005 and 2004, respectively; and

« thereclassification of interest expense on derivative contracts hedging interest rate risk, which in the Consolidated
Financial Statements are netted together, but which in the above table are netted against interest expense of the
respective assets or liahilities hedged by the derivatives and the effect of intra-Group eliminations between our
insurance business, Banca IMI and other Group companies. These reclassifications decreased interest expense by
€398 million in 2005 and increased interest expense by €13 million in 2004.

(3) Representsinterest expense as a percentage of average interest-bearing liabilities.
(4) Represents senior and subordinated debt issued by the Group.

(5) Average shareholders equity includes net income.
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 changesin the Group's net interest income due to changes in average volume, changes in average rate and
changes in both average volume and average rate for the year ended December 31, 2005 compared to the year ended
December 31, 2004.

Year ended December 31, 2005/2004(1)

Increase/(decr ease) due to changesin

Volume/ Net
Volume(2) Rate(3) Rate(4) change(5)

(millions of €)

Interest Income
Interest earning assets

Interest-earning deposits and loans to credit institutions 103 108 38 249
—Euro (9 50 3) 38
—Non Euro 118 41 52 211

Reverse repurchase agreements (25) 18 3) (10)
—Euro (29) 2 — (27)
—Non Euro 3 12 2 17

Trading account securities and investment(5) 31 (25) () 5
—Euro 39 (43) (5) (9)
—Non Euro @) 23 (2) 14

Loans and leases to non-credit institutions 409 (224) (19) 166
—Euro 429 (258) (16) 155
—Non Euro (12) 24 () 11

Other interest-earning assets from Banco di Napoli(6) (8) 2 — (6)

Total interest income 563 (158) () 404
—Euro 345 (188) (6) 151
—Non Euro 156 69 28 253
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Interest Expense
Interest bearing liabilities
Deposits, short-term borrowings and medium-and long-term debt

from credit institutions 177 89 30 296
—Euro 106 — — 106
—Non Euro 67 80 43 190

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

non-credit institutions 64 64 9 137
—Euro 21 (33) (4) (16)
—Non Euro 90 34 29 153

Repurchase agreements 44 (2) (2) 40
—Euro 44 (2) (2) 40
—Non Euro — — — —

Securities and subordinated liabilities(7) (110) (82) 4 (188)
—Euro (81) (110) 5 (186)
—Non Euro (16) 37 (23) 2)

Total interest expense 260 30 (5) 285
—Euro 130 (182) (4) (56)
—Non Euro 133 137 71 341

(1) 2004 figuresare EU GAAP in conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose

transition date is deemed to be January 1, 2005.

(2) Representsthe average balance for the year minus the average balance for 2004, multiplied by the average yield

for 2004.

(3) Representsthe average yield for the year minus the average yield for 2004, multiplied by the average balance for 2004.

(4) Representsthe difference between net change and the sum of volume and rate.

(5) Representsinterest for the year minusinterest for the previous year.

(6) Consistsof the receivable from SGA. SGA isthe company established to recover non-performing loans of Banco di
Napoli. See: Part B, Section 7 of the Consolidated Financial Statements on page F-44 below.

(")

Represents senior and subordinated debt issued by the Group.

The average balance of the Group's interest-earning assets related to banking activities increased by €13,269 million, or

8.4%, in 2005 compared to 2004. This increase was primarily due to:

e anincrease of €8,467 million, or 7.2%, in loans and leases to non-credit institutions, the largest component of our
interest-earning assets, to €126,429 million in 2005 compared to €117,962 million in 2004. This increase reflected
increases in both short-term and medium- /long-term loans, which, based on year-end balances increased by 8% and
11.6% respectively. In the medium-/long-term segment, mortgage |oans to households increased steadily in 2005,
confirming the positive performance of lending in the Retail and Private Business Area. The increase in loans and
|eases to non-credit institutions was also due to an increase of loans to the public works and infrastructure sector,
made by Banca OPI, which is part of the Corporate Business Areg;
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e anincrease of €5,243 million, or 35.4%, in deposits and loans to credit institutions, to €20,055 million in 2005
compared to €14,812 million in 2004. Thisincrease reflected an increase in our short-term borrowings and
medium- and long-term loans from credit and non-credit institutions, which were only partly allocated to loans and
|eases to non credit-institutions. The resulting temporary excess liquidity was allocated to inter-bank deposits and
contributed to the financing of the investment banking activities of Banca IMI; and

e anincrease of €1,021 million, or 6.2%, in trading account securities and investments to €17,533 million in 2005
from €16,512 million in 2004, primarily attributable to (i) Banca OPI's financing activities, including the purchase
of bonds issued by the public sector (principally local authoritiesin Italy and foreign governments and agencies)
and by companies operating in the financing and construction of public works; and (ii) an increase in securities held
by the Parent Bank due to treasury and liquidity needs and for investment purposes.

The average balance of the Group's interest-bearing liabilities related to banking activities increased by €12,815 million,
or 8.4%, in 2005 compared with 2004. Thisincrease was primarily due to:

* anincrease of €6,319 million, or 9.0%, in short-term borrowings and medium- and long-term debt from non-credit
institutions, the largest component of our interest-bearing liabilities, to €76,899 million in 2005 compared to
€70,580 million in 2004. This increase was primarily attributable to increases in current accounts and deposits
(which, based on year-end balances, increased by 9.8%) and commercial paper (which, based on year-end balances,
increased by 87.9%), both reflecting a market preference for greater liquidity. Certificates of deposit also increased
by 49.4% (based on year-end balances), primarily dueto U.S. dollar-denominated CD's issued by foreign branches
of the Group; and

* anincrease of €7,677 million, or 35.4%, in deposits, short-term borrowings and medium- and long-term debt from
credit institutions to €29,357 million in 2005 compared to €21,680 million in 2004. This increase was primarily
attributable to our increased lending to non-credit institutions, which our Treasury division determined to fund in
the inter-bank market to compensate for a net deficit in short-term liquidity.

The difference between the average balance of non-interest-bearing liabilities (€14 ,813 million and €21,896 million at,
respectively, December 31, 2005 and 2004) related to banking activities and shareholders' equity (€12,759 million and
€11,735 million at, respectively, December 31, 2005 and 2004) on the one hand and the average balance of
non-interest-earning assets related to banking activities (€19,550 million and €25,735 million at, respectively, December 31,
2005 and 2004) on the other hand, which we refer to as the funding imbalance, was €8,022 million in 2005 compared to
€7,896 million in 2004, an increase of €126 million or 1.6%. This increase, which positively affected the net interest income,
was due to an increase in the amount of non-interest-bearing liabilities available to fund interest-earning assets.
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Reclassified Consolidated | ncome Statement

Year ended December 31,

2005 2004
(millions of €)

10. Interest income and similar revenues 8,235

101t Interest income and similar revenues(1) 7,196

20. Interest expense and similar charges (3,786)

201t. Interest expenses and similar charges(1) (3,534)
Write-backs of interest(2) 48 40
Interest margin of Banca M| Group(3) (71) (118)
Reclassifications related to derivatives 21
Interest margin of insurance sector(4) (702)
Net interest income 3,724 3,605

(1) Items presented in accordance with Italian GAAP format.

(2) Reclassification of write-backs of interest on loans previously written off from item 130(a) Net adjustments/write-backs
to loans.

(3) Reclassification of (positive)/negative net interest income of Banca M| Group to "Profits (losses) on financial
transactions and investment income" as it is related to securities dealing activities rather than banking activities.

(4) Reclassification of (positive)/negative net interest income of insurance sector to "income from insurance business.'

Average Interest Soread and Net Interest Margin

The following table shows the Group's average yield, net interest margin and average interest spread, based on our
reclassified financial statements and including the effect of hedging (see footnote 2 to the "Assets" table of our average
balance sheet on page 100 above), for the years ended December 31, 2005 and 2004, in each case related to our
banking activities.

Year ended December 31,

2005 2004(1)
(per centages)
Averageyield(2) 4.14% 4.24%
—Euro 4.23% 4.36%
—Non Euro 3.44% 2.92%
Net interest margin(3) 2.18% 2.28%
—Euro 2.41% 2.40%
—Non Euro 0.21% 0.97%
Average interest spread(4) 2.09% 2.21%
—Euro 2.33% 2.33%
—Non Euro 0.25% 0.84%

(1) EU GAAPIin conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition date is
deemed to be January 1, 2005.

(2) Representsinterest income as a percentage of average interest-earning assets.
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(3) Represents net interest income as a percentage of average interest-earning assets.

(4) Representsthe difference between the average yield on interest-earning assets and the average cost of
interest-bearing liabilities.

Our average interest spread relating to banking activities decreased by 12 basis points to 2.09% in 2005 compared to
2.21% in 2004, and our average interest spread relating to banking activities on customer transactions, including securities
and subordinated liabilities, decreased by 10 basis points to 2.75% from 2.85%. These decreases were primarily dueto (i) a
decrease in the average yield on loans and leases to non-credit institutions to 4.64% in 2005 from 4.83% in 2004, and (ii) an
increase in the average cost of short-term borrowings and medium-and long-term debt from non-credit institutions to 1.10%
in 2005 from 1.01% in 2004. The decrease in the average yield on loans and |eases to non-credit institutions was primarilly
due to an excess supply of lending in the market and increased competition. The increase in the average cost of short-term
borrowings and medium-and long-term debt from non credit institutions was primarilly due to increased corporate liquidity
that led to an increase in corporate deposits, which bear higher interest rates than other deposits. Our net interest margin
decreased to 2.18% in 2005 from 2.28% in 2004 because the average balance of interest earning assets increased at a higher
rate than our net interest income.

Net Commission | ncome

The following table sets forth the acomponents of the Group's net commission income for the years ended December 31,
2005 and December 31, 2004, based on the audited Consolidated Income Statement.

Audited Consolidated | ncome Statement

Year ended December 31,

2005 2004(1)
(millions of €)
40. Commission income 4,166
40 1t. Commission income(2) 3,980
50. Commission expense (758)
50 It. Commission expense(2) (764)
Net commission income 3,408 3,216

(1) EU GAAPin conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition date is
deemed to be January 1, 2005.

(2) Item presented in accordance with Italian GAAP format.

In 2005, net commission income increased by €192 million, or 6.0%, to €3,408 million compared to €3,216 millionin
2004. Thisincrease was primarily due to an increase in net commissions from management, dealing and advisory services,
partially offset by net commission expenses attributable to our insurance activities.

Net commissions from management, dealing and advisory services, which represented 60.5% of the total net
commissions, increased by €201 million, or 10.8%, to €2,062 million in 2005 from €1,861 million in 2004. This increase was
primarily due to:

e anincrease of €177 million, or 10.9%, in net commissions from asset management to €1,800 million in 2005 from
€1,623 million in 2004.
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e anincrease of €24 million, or 10.1%, in net commissions from securities dealing and safekeeping, and currency
dealing, to €262 million in 2005 from €238 million in 2004. Advisory fees of €39 million linked to BancalMI's
role as financial advisor in the buy-out of the Italian mobile network Wind, were the main component of
thisincrease.

Thisincrease reflected primarily (i) the positive performance of the financial markets, such as the Comit index, which
rose by 13.8% since the end of 2004, thus continuing the positive trend of the previous two years; and (ii) achange in the mix
of assets attributable to the orientation of customers towards investments with a higher equity component, particularly
fund-based portfolio management and insurance products. This trend was reflected in an increased reallocation of money
market assets to products with higher added value, both in terms of portfolio management and protection of capital and
security; and

Among the other components of net commissions, net commissions from |oans and guarantees increased by €17 million,
or 4.8%, to €372 million in 2005 from €355 million in 2004, and net commissions from collection and payment services
increased by €10 million, or 4.1%, to €256 million in 2005 from €246 million in 2004. The increases in net commissions
from loans and guarantees and collection and payment services were primarily due to a combination of increased transaction
columns and the introduction of awider range of servicesto meet customer requirements.

Other net commissions increased by €2 million, or 0.8%, to €266 million in 2005 from €264 million in 2004, primarily
due to commissions received on tax collection services of €60 million in accordance with aregulation that provides for a
fixed contribution to be received by the companies authorized to collect taxes on behalf of the government.

In 2005, we incurred net commission expenses of €68 million from our insurance activities. These expenses were
primarily related to index-linked financial products underlying certain of our trading assets.

In addition, net commissions from deposit and current accounts decreased by €8 million, or 1.5%, to €520 million in
2005 from €528 million in 2004, primarily due to a decrease in the number of new current accounts opened in 2005.

Other Banking Income

The following table sets forth the Group's net income from: (i) dividends and other revenues; (ii) financial trading
activities; (iii) fair value adjustments from hedge accounting; (iv) sales or repurchases of loans, financial assets and liabilities;
and (v) financia assets and liabilities designated at fair value for the years ended December 31, 2005 and December 31, 2004,
based on the audited Consolidated Income Statement.

Pursuant to our election under IFRS 1 concerning the application of IFRS 4 to insurance contracts, the results for the
year ended December 31, 2004 in the table below do not include all the results related to our insurance activities, but only
those representing technical income, primarily from the life insurance business, gross of administrative costs in accordance
with Italian GAAP. Since the results for the year ended December 31, 2005 reflect the full application of EU GAAP, which
led to significant changes in the component line items of other banking income, these results are not meaningfully
comparable to those for the year ended December 31, 2004. Consequently, except for dividends and other revenues, the
discussion that follows below reviews the results of the two years separately.
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Audited Consolidated | ncome Statement

Year ended December 31,

2005 2004(1)
(millions of €)
Net interest income 4,449 3,662
Net commission income 3,408 3,216
70. Dividends and other revenues 475
301t. Dividends and other revenues(2) 152
80. Profits (Losses) on financial trading activities 104
0. Fair value adjustments from hedge accounting 4)
100. Profits (L osses) from sale or repurchase of: 394
a) Loans 57
b) available-for-sale financial assets 347
¢) held to maturity investments —
d) financial liabilities (20)
110. Profits (Losses) on financial assets and liabilities designated at fair value 219
60 It. Profit (L osses) on financial transactions(2) 227
Technical income from the casualty insurance business gross of administrative costs 10
Technical income from the life insurance business gross of administrative costs (1,478)
Net interest and other banking income 9,045 5,789

(1) EU GAAPIin conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition date is
deemed to be January 1, 2005.

(2) Item presented in accordance with Italian GAAP format.

Dividends and other revenues from investments held for trading were €317 million in 2005, of which €316 million were
attributable to Banca IMI. Compared to dividends and other revenues from shares, quotas and other equities in 2004 of
€79 million, of which €78 million were attributable to Banca IMI, dividends and other revenues from trading investments
increased by €238 million. Thisincrease was primarily due to an increase in Banca IMI's arbitrage activities with respect
to equities.

Dividends and other revenues from available-for-sale financial assets were €100 million in 2005, an increase of
€27 million, or 37.0%, compared to dividends and other revenues from equity investments not fully consolidated or
consolidated at equity in the amount of €73 million in 2004. This increase was partly attributable to our investment in Banco
Santander Central Hispano S.A., which increased by €5 million from €39 million in 2004 to €44 million in 2005.

Dividends from investments designated at fair value were €58 million in 2005, the amount is almost entirely
(€57 million) due to the insurance sector.

Net profits from financial trading activities amounted to €104 million in 2005, consisting of:

*  net profits on financial assets held for trading of €238 million, partially offset by net losses on derivative
instruments of €174 million. These results were positively affected by the gain of €51 million on the embedded
derivative arising from the conversion of the Fiat Convertible Facility and an additional €2 million from the

increase in the fair value of Fiat shares held in our trading portfolio; and
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»  positive foreign exchange differences on financial trading activities (primarily referred to US dollars) of
€40 million, primarily attributable to assets denominated in U.S. dollars.

Profits from the sale or repurchase of loans, totaled €57 million in 2005 and were positively affected by a profit of
€22 million from the disposal, on a non-recourse basis, of non-performing loans with an aggregate total book value of
€278 million and a net book value of €37 million. The collection by Banca OPI of penalties for the early repayment of
mortgages contributed €17 million.

Profits from the sale or repurchase of available-for-sale financial assets totaled €347 million in 2005, of which
€120 million was attributable to our insurance activities, and consisted of (i) €179 million in net profits from the sale of
equity securities, of which €10 million was attributable to insurance activities; (i) €134 million in net profits from the sale of
debt securities, of which €75 million was attributable to insurance activities; (iii) €34 million from the sale of collective
investment funds, of which €36 million derived from insurance activities and €2 million from losses on private equity
activities. The net profits from the sale of equity securitiesinclude the disposal of investmentsin Italenergia Bis, which
generated a capital gain of €116 million following the exercise of the put option by the Participating Banks and the exercise
of the warrants in the equities portfolio. The effect of this disposal includes the release of the related allowance for risksin the
amount of €90 million, a provision for which was made in 2004. See "—Net Result of Financial Activities' on
page 110 below.

L osses from the sale or repurchase of financial liabilities amounted to a net loss of €10 million in 2005; primarily due to
€14 million in losses on the repurchase of our debt securities. These repurchases were generally made above the issue price
due to the increase in the market value of the debt securities resulting from the decrease in interest rates. The amount of the
losses include the effect of closing the relative hedging derivatives. The €14 million in losses were partially offset by
€5 million in gains on the same category of liabilities.

Profits on financial assets and liabilities designated at fair value through profit and loss amounted to €219 million in
2005, consisting of:

e £€1,198 million of net unrealized gains on investments attributable to our insurance activities (of which €645 million
was on debt securities, €539 million on equities and €14 million on collective investment funds) and €668 million
of net realized gains on such investments (of which €381 million was on debt securities, €273 million on equities
and €14 million on collective investment funds and loans);

. €1,526 million of net unrealized |osses on debt to customers, of which €1,466 million was attributable to our
insurance activities and €60 million was attributable to Banca IMI; and

* €121 million of losses on derivatives and from foreign exchange differences attributable to our insurance activities.

The main factor affecting our profits and losses on financial assets and liabilities designated at fair value in 2005 was the
performance of the investments underlying insurance policies whose risks are borne entirely by the insured, which, under
IAS/IFRS, aretreated as investments. The fair value of such investments net of actuarial reserves reguired by law and, for
investment funds fully consolidated under |AS/IFRS, minority interests amounted to €22,413 million.

In 2004, profits on financial transactions totaled €227 million, primarily due to revaluations of financial instruments
amounting to €7,403 million and €123 million of other net profits, which were offset to alarge extent by write-downs to
financial instruments amounting to €7,299 million. The corresponding results for 2005 are principally recorded profits from
financial trading activities and profits from the sale or repurchase of available-for-sale financial assets, which we have
discussed above.

The total net contribution from our insurance activities to other banking income as described above, was €696 million in
2005. For afurther discussion of the results of our insurance activities,
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which also takes into account the technical income from the life insurance and the casualty businessin 2004, see "Net Result
of Financial and Insurance Activities' below.

Net Result of Financial Activities

The following table sets forth the principal components of the Group's net result of financial activities for the years
ended December 31, 2005 and 2004, on the basis of the Audited Consolidated Income Statement.
Audited Consolidated I ncome Statement

Year ended December 31,
2005 2004(1)

(millions of €)

Net interest and other banking income 9,045 5,789
130. Impairment (losses)/write-backs to: (442)
a) loans (437)
b) available-for-sale financial assets ()]
¢) held-to-maturity investments —
d) other financial transactions 4)
140 It. Provisions to the allowance for probable loan losses(2) (17)
120 It. Adjustments to loans and provisions for guarantees and commitments(2) (914)
130 It. Write-backs of adjustments to loans and provisions for guarantees and 410
commitments(2)
150 It. Adjustments to financial fixed assets(2) (106)
160 It. Write-backs of adjustments to financial fixed assets(2) 124
Net result of financial activities 8,603 5,286

(1) EU GAAPIin conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition date is
deemed to be January 1, 2005.

(2) Item presented in accordance with Italian GAAP format.

Impairment losses decreased by €61 million, or 12.1%, to €442 million in 2005 from €503 million in 2004 (representing
the sum of the items shown with the suffix "It"). This decrease was primarily due to a 15.4% decrease in net provisions for
impairment losses on doubtful loans, which totaled €441 million in 2005 compared to net provisions of €521 in 2004. This
decrease reflected an overall improvement in the risk profile of the Group's loan portfolio, including recoveries of
certain loans.

Adjustmentsto financial fixed assetsin 2004 included a €61 million write-down of the Group's equity interest in
Hutchison 3G Italia (now known as 3 Italia). We did not revalue this holding in 2005 due to the uncertainty of its economic
value following the postponement of 3 Italia'sinitia public offering.
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Net Result of Financial and I nsurance Activities

The following table sets forth the principal components of the Group's insurance activities for the years ended
December 31, 2005 and 2004, based on our audited income statement.

Audited Consolidated | ncome Statement

Year ended December 31,

2005 2004(1)
(millions of €)
Net result of financial activities 8,603 5,286
150. Net insurance premiums 3,599
160. Balance of other income (charges) arising on insurance activities (4,496)
Net result of financial and insurance activities 7,706 5,286

(1) EU GAAPIn conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition date is
deemed to be January 1, 2005.

The results of insurance activities relate to the life and casualty insurance business managed by A.l.P., which includes
net insurance premiums and other charges arising on insurance activities.

Net insurance premiums totaled €3,599 million in 2005, consisting of €3,568 million of net premiums from our life
insurance business and €31 million of net premiums from our casualty insurance business.

Other charges arising on insurance activities amounted to €4,496 million in 2005, consisting of:

* af€2,295 net addition to technical reserves, amost entirely attributable to mandatory actuarial reservesrelating to
lifeinsurance policies;

e £€1,981 million in claims paid on insurance policies,

. €220 million in other miscellaneous insurance related costs.

The net contribution of the Group's insurance activities to operating income in 2005 totaled €431 million, principally
consisting, in addition to the net insurance premiums and other charges discussed above, of €702 million of net interest
income, €696 million of dividends and other revenues, and €68 million of net commission expenses. This represented an
increase of €68 million, or 18.7%, compared to our insurance activities net contribution to operating income in the amount of
€363 million in 2004. The insurance sector's net contribution to operating income in 2004 consisted of €1,838 million of other
net income from insurance activities, which are included in operating costs under "—Operating Costs' on page 112 below
and primarily reflected net gains in the fair value of the investments underlying insurance policies whose risks are borne
entirely by the insured; a net charge of €1,478 million primarily due to claims paid on life insurance policies; and €10 million
of net income related to our casualty insurance business. See Part C, Section 9 and Section 10 of the Consolidated Financial
Statements on pages F-105 and F-106, respectively.
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Operating Costs

The following table sets forth the principal components of the Group's operating costs for the years ended December 31,
2005 and 2004, based on the Audited Consolidated Income Statement.

Audited Consolidated | ncome Statement

Year ended December 31,
2005 2004(1)

(millions of €)

180. Administrative costs (4,353) (4,346)
190. Net provision for risks and charges (53) (216)
200. Net adjustments to tangible assets (239) (242)
210. Net adjustments to intangible assets (198) (230)
220. Other operating income (expenses) 74 29
Other net income from insurance activities 1,838
Operating costs (4,769) (3,167)

(1) EU GAAP in conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition dateis
deemed to be January 1, 2005.

Operating costs increased by €1,602 million, or 50.6%, to €4.769 million in 2005 compared to €3,167 million in 2004.
Excluding the impact of other net income from insurance activities in 2004, which, as noted above, is included in the net
result of financial and insurance activities in 2005, operating costs decreased by €236 million, or 4.7%, from €5,005 million
in 2004 to €4,769 million in 2005. This was primarily due to our successful efforts to control administrative costs, thus
permitting the Group to obtain synergies from the integration and reorganization that the Group went through in recent years.

Administrative costs increased by €7 million, or 0.2% to €4,353 million in 2005 compared to €4,346 million in 2004.
This was due to the combined effect of (i) an €18 million, or 0.6%, increase in personnel costs to €2,839 million in 2005 from
€2,821 million in 2004, and (ii) an €11 million, or 0.7%, decrease in other administrative costs to €1,514 million in
2005 million from €1,525 million in 2004.

In accordance with EU GAAP, personnel costs include fixed-term labor contracts, the cost of employee stock options,
remuneration of members of the Board of Directors, net provisions for fixed-term insurance funds, retirement allowances and
provisions for service bonuses, but exclude personnel costs for projects which are amortized on athree-year basis
commencing on the conclusion of the relevant project. Personnel costs remained substantially stable in 2005 compared to
2004, primarily reflecting the impact of the staff leaving incentives in connection with the Income, Employment and
Re-training Fund for Staff in the Banking Industry ("Solidarity Fund"), afund established to support the income of employees
who accepted early retirement, in 2003 and 2004. The resulting rationalization and turnover of our staff had a positive impact
on our fixed costs, as long-service personnel took early retirement and, to the extent they were replaced, were replaced with
more junior personnel. These savings allowed us to absorb most of the impact of the overall trend in 2005, including salary
increases pursuant to the renewal of the national collective labor agreement for the banking industry in February 2005, the
impact of staff turnover in 2005, and an increase in provisions for performance bonuses. The average number of Group
employees remained effectively stable, decreasing by 0.2% in 2005 compared to 2004.
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Other administrative costs (net of related recoveries), decreased 0.7% to €1,514 million in 2005 from €1,525 millionin
2004. This decrease was primarily due to a combination of the integration of the commercia bank networks and the
subsequent centralization in the Parent Bank of 1T systems cost management and the management of contracts with suppliers.
This contributed to a decrease in the cost of IT services and logistical functions. Further cost savings were made in genera
expenses, utilities and indirect personnel costs. The decreasein utilities was primarily due to areduction in telephone costs,
which more than compensated for an increase in energy charges, whereas the decrease in indirect personnel costs was
primarily due to lower charges for personnel transfers and travel compared to 2004 in connection with the integration process
following the mergers which occurred in the preceding years.

These decreases were partially offset by an increase in promotion and advertising expenses due to the Turin 2006
Olympic Winter Games, for which Sanpaolo IMI was amain sponsor. These expenses increased in the last quarter of 2005.
Professional and insurance fees also increased primarily due to an increase in mortgage and land survey charges resulting
from the 2005 Budget L aw on mortgage disclosure, professional fees linked to strategic and mandatory projects and
commercia development, aswell as premiums related to insurance coverage, which in certain cases, we purchase from third
parties to cover casualty risks relating to the borrowers under our residential mortgages.

Net provisions for risks and charges decreased by €163 million, or 75.5%, to €53 million in 2005 from €216 million in
2004. This decrease was primarily due to a net release from the allowance for risks and charges by the Parent Bank, primarily
reflecting an updated evaluation of the risks related to the renegotiation of subsidized residential mortgage loans and ongoing
legal proceedings. The release more than compensated for an increase in provisions for legal disputes and risks related to
defaulted securities placed in previous years, which amounted to €128 million in 2005, and provisions for risks relating to
disputes arising from the disposal of certain private equity investments. Our insurance subsidiary, A.l.P., a'so made
provisions for liabilities represented by performance bonuses to be awarded to employees on the achievement of certain
objectives and bonus shares awarded to customers who hold certain unit-linked funds for a minimum prescribed period.

The main components of the €53 million of net provisions for risks and charges in 2005 were as follows:

e €243 million of provisions (compared to €244 million in 2004) consisting of:
e €128 million relating to claims made against the Group in legal and bankruptcy proceedings,
e €107 million relating to probable losses from guarantees and other transactions; and

* €8 million relating to personnel-related liabilities.

These provisions were partially off-set by releases from the allowance for risks and charges of €190 million for 2005
(compared to €28 million in 2004), consisting of:

e €6 million relating to claims made against the Group in legal and bankruptcy proceedings,

e €183 million relating to probable losses from guarantees and other transactions. As discussed under "—Other
Banking Income" on page 107 above, the results for the year included the positive effects of the disposal of
investmentsin Italenergia Bis, which resulted in arelease of €90 million of provisions previously made for risks
relating to this investment. This followed the exercise of the put option by the Participating Banks and the exercise
of the rightsinherent in the Edison warrants in the equities portfolio; and

e €1 millionfor personnel-related liabilities.

Net adjustments to the value of tangible and intangible fixed assets, in the form of depreciation and amortization, totaled
€437 million in 2005, a decrease of €35 million, or 7.4%, compared with €472 million in 2004. This decrease was primarily
attributable to improved management of investments
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by the commercial banks in information technology following the concentration of these investmentsin the Parent Bank.

Other operating income increased by €45 million, or 155.2%, to €74 million in 2005 compared with €29 million for
2004, primarily attributable to €22 million of income from consumer credit leasing transactions. Other itemsin 2005 relate to
income from and the reimbursement of services rendered to third parties, aswell as the recovery of tax arrears previously
contested and other out-of-period income.

Operating Profits Before Tax from Continuing Operations

The following table sets forth the principal components of the Group's pre-tax operating profits (losses) from continuing
operations for the years ended December 31, 2005 and 2004, based on our Audited Consolidated Income Statement.

Audited Consolidated | ncome Statement

Year ended December 31,
2005 2004(1)

(millions of €)

Net results of financial and insurance activities 7,706 5,286
Operating costs (4,769) (3,167)
240, Profits (Losses) on investments in associates and companies subject to joint control 70
250. Net results of fair value adjustments to tangible and intangible assets
170.1t.  Profits (Losses) from investments carried at equity method(2) 26
260. Impairment of goodwill 1)
270. Profits (Losses) on disposal of investments 17
Operating profits before tax from continuing operations 3,023 2,145

(1) EU GAAP in conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition dateis
deemed to be January 1, 2005.

(2) Item presented in accordance with Italian GAAP format.

In 2005, pre-tax operating profit was €3,023 million, an increase of €878 million, or 40.9%, from €2,145 millionin
2004, primarily reflecting the positive trend in revenues, the reduction in operating costs, the reduction in provisions for risks
and charges, and the positive contribution of other net income and profits from disposals of investments.

In 2005, profits on investments in associated companies and companies subject to joint control were €70 million. This
was primarily attributable to capital gains on the disposals of Esatri (a company of the Intesa group operating in the
tax-collection sector) and other private equity interests for atotal of €116 million, partially offset by a €46 million impairment
of goodwill on the investment in Cassa dei Risparmi di Forli. Profits on disposal of investments derived from the sale of
property and computers to third parties amounted to €17 million in 2005.

113




Profit for the Period

The following table sets forth the principal components of the Group's net profits for the years ended December 31, 2005
and 2004, based on our Audited Consolidated Income Statement.

Audited Consolidated | ncome Statement

Year ended December 31,

2005 2004(1)
(millions of €)

Operating profits before tax from continuing operations 3,023 2,145
190 It. Other income(2) 286
200 It. Other expense(2) (138)
2301t Change in reserve for general banking risks(2) (2)
290. Income taxes for the period (948)
240 It. Income taxes(2) (754)
300. Net profit (loss) after tax from continuing operations 2,075 1,537
310. L osses from discontinued operations (35) (35)

Profit for the period 2,040 1,502

(1) EU GAAPIn conformity with IFRS 1 without the application of IAS 32, IAS 39 and IFRS 4, whose transition date is
deemed to be January 1, 2005.

(2) Item presented in accordance with Italian GAAP format.

Income tax expenses in 2005 were €948 million compared to €754 million in 2004, as aresult of which the Group's
effective tax rate decreased to 31.4% in 2005 compared to 35.2% in 2004. This decrease was primarily due to an increasein
tax-exempt income in 2005, such as income from the disposal of investments, and the absence of non-deductible financial
assets, such as adjustments to investments, in 2004. In 2005, we also benefited from the reduced effect of non-deductible
costs for IRAP (Italian regional income tax), comprising primarily personnel costs and adjustments to |oans.

L osses from discontinued operations reflect the effects of non-current operations net of tax that have been excluded from
the Group's operations. These |osses reflect the economic impact of the contribution to the scope of consolidation of the
evaluation of the French subsidiaries forming the Fideuram Wargny group, and comprise: net losses from the Fideuram
Wargny group of €8 million and a decrease in the value of the Fideuram Wargny group of €27 million.

In 2005, the Board of Directors of Banca Fideuram appointed Banca Rothschild Italia to explore the possibility of selling
the Banca Fideuram Wargny group. It is expected that the Banca Fideuram Wargny group will be sold by the end of 2006.

For the purposes of applying EU GAAP, lineitems relating to other income and expenses, which are presented
separately in 2004 but in their applicable EU GAAP line itemsin 2005, primarily include:

*  other income amounting to €286 million, in 2004, which primarily consisted of:

(i) capital gainson equity investments (€124 million) and tangible and intangibl e fixed assets (€22 million); and

(if) thedisposal of own Shares (€50 million); and
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e other expenses amounting to €138 million in 2004 which primarily consisted of:

(i) capital losses on equity investments (€50 million) and tangible and intangibl e fixed assets (€13 million);
(ii) staff leaving incentives (€18 million); and

(iii) extraordinary charges for the supplementary pension fund (€15 million).

3.  Resultsof Operations by Business Sector for the Two Years Ended December 31, 2005

As explained under Item 5. "Presentation of Results' on page 94 above, the following discussion is based on our
reclassified income statement, the only basis upon which management prepares operating results and projections by
Business Sector.

The reclassified statement of income of the Business Sectors was prepared as follows:

»  for the Banking Business Sector whose businessiis carried out both by the Parent Bank and its subsidiaries, the
accounts of the Parent Bank attributable to the Banking Business Sector were consolidated with the income
statement line items of its subsidiaries. The attribution to individual Business Sectors of Parent Bank line items was
made on the basis of the following principles:

* netinterest income was calculated using appropriate internal transfer rates between each Business Sector and the
Group's Treasury function;

e inaddition to effective commissions, notional commissions for services rendered by one Business Sector to another
were quantified based on the Group's internal transfer pricing standards; and

» thedirect costs of each Business Sector have been calculated and the costs of central structures, other than those
attributable to holding company functions, have been allocated to the same Business Sectors. The allocation of
costs for services provided to the operating business units (the operating components of each Business Area) was
made on the basis of standard prices, alocating to Central Functions the difference between costs actually sustained
and costs allocated. This method isaimed at making Central Functions responsible for cost savings,

»  for the Savings and Assurance Business Sector and the Asset Management and International Private Banking
Business Sector, the Business Sectors whose businessis carried out entirely by subsidiaries of the Parent Bank,
reference was made to the income statements of the applicable subsidiaries, in terms of their contribution to the
Group's consolidated results, which was cal culated net of minority interest and intercompany adjustments.

Furthermore, each Business Sector was attributed the average absorbed capital on the basis of the different types of risk:
credit risk, market risk and operational risk. The capital is measured according to Value at Risk analysis, or VaR (see Item 11.
"Quantitative and Qualitative Disclosures about Market Risk" on page 194 below). The only exception is Banca Fideuram,
which operates in the Savings and Assurance Business Sector, for which, as alisted company, reference was made to net
shareholders equity (excluding net income for the year), in accordance with the same methodology used to calculate return
on equity for the Group.

Finally, the profitability of each Business Sector was expressed in terms of RORAC (Return on Risk Adjusted Capital),
allocating the Business Sector's contribution to the net profit of the Group by its average absorbed capital quantified
according to VaR. The financial measures used herein (return on equity or RoE and return on risk adjusted capital or
RORAC) are non-GAAP financial measures. Management believes that there are no meaningful comparable financial
measures and that such
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non-GAAP financial measures provide meaningful information. It is on such measures that Sanpaolo IMI developed its

strategies and such measures are commonly used by financial institutions and market practice. In the Savings and Assurance
Business Sector, profitability was calculated dividing the Business Sector's contribution to the net profit of the Group by the
amount of net shareholders equity of Banca Fideuram (excluding net profit for the year) and the average absorbed capital of

Assicurazioni Internazionali di Previdenza (A.1.P.).
The following charts show net profit and allocated capital by Business Sector for the year ended December 31, 2005.

Net Profit by Business Sector in 2005

(millions of €)
187 (234)
360 2 e———esssdsesdsee
— —1 1953
Banking Business Sector Savings and Assurance Assel Management and Central Functions Group total
Business Sector International Private Banking

Business Sector

Allocated Capital by Business Sector in 2005
(millions of €)

Asset Central
Management and Fu::lil:l’ls

International
Private Banking 14.9%
Business Sector
1.0%

Savings and
Assurance
Business Sector
10.9%

Banking Business
Sector
73.2%
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Operating Results of the Business Sectors

The following tables show the reclassified statements of income, operating structure and the profitability ratios
attributable to the Business Sectors for the years ended December 31, 2005 and December 31, 2004. As explained under
Item 5. "Operating and Financial Review and Prospects—Presentation of Results' on page 94 above, for the purposes of these
comparative tables, the 2004 figures assume that changes to the organizational structure of the Business Sectorsin 2005 had
occurred on January 1, 2004. For an explanation of those changes, see: Item 4. "Information on Sanpaolo IMI—C. Business
Overview—Business Sectors" on page 59 above.

Asset Management
Savings and and International Central
Banking Assurance Private Banking Functions(1) Group total

(millions of €, except percentages and employees data)

Total operating income

2005 6,649 1,072 344 337 8,402
2004(*) 6,282 925 325 172 7,704
Change 2005/2004 5.8% 15.9% 5.8% 95.9% 9.1%
Pre-tax operating profit

2005 2,555 600 233 (365) 3,023
2004(*) 1,994 532 181 (536) 2,171
Change 2005/2004 28.1% 12.8% 28.7% (3L.9% 39.2%
Net profit

2005 1,665 365 187 (234) 1,983
2004(*) 1,180 324 144 (201) 1,447
Change 2005/2004 41.1% 12.7% 29.9% 16.4% 37.0%
Total interest-ear ning assets(2)

12/31/2005 141,463 6,460 4,137 33,708 185,768
12/31/2004 124,132 5,063 4,549 30,170 163,914
Change 12/31/2005-12/31/2004 14.0% 27.6% (9.1)% 11.7% 13.3%
Total interest-bearing liabilities(2)

12/31/2005 126,115 5,780 4,373 41,686 177,954
12/31/2004 112,349 4,312 5,554 34,822 157,037
Change 12/31/2005-12/31/2004 12.3% 34.0% (21.3)% 19.7% 13.3%
Allocated Capital

2005 8,413 1,257 113 1,717 11,500
2004 8,182 1,146 108 1,152 10,588
Change 2005/2004 2.8% 9.7% 4.6% 49.0% 8.6%
Profitability

2005 19.8% 29.0% 165.5% n.s. 17.2%
2004(*) 14.4% 28.3% 133.3% n.s. 13.7%
Employees

12/31/2005 34,959 2,156 696 5,855 43,666
12/31/2004 34,742 1,984 694 5,764 43,184
Change 12/31/2005-12/31/2004 0.6% 8.7% 0.3% 1.6% 1.1%

(*) The consolidated income statement for the year ended December 31, 2004 was prepared in accordance with EU GAAP,
however, as permitted by IFRS 1, these results excluded the application of IAS 32, IAS 39 and IFRS 4, for which the
transition date was January 1, 2005 and Italian GAAP continued to apply to the recognition and presentation of results,
asset and liabilitiesto which IAS 32, IAS 39 and | FRS 4 would otherwise have applied.

(1) Including netting and intercompany adjustments.

(2) Excluding the BancalMI group.
Nn.s. means not significant.
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Year ended December 31, 2005

Banking
Reclassified Statement of | ncome:
Net interest income 3,540
Net commissions 2,609
Income from credit disposals, assets
held to maturity and repurchase of
non-hedged financia liabilities 23
Dividends and income from other
financial assets and liabilities 411
Profits (losses) on equity
shareholdings 66
Income from insurance business 0
Total operating income 6,649
Net adjustments to loans (426)
Net adjustments to other financial
assets 0
Net operating income 6,223
Personnel costs (2,129)
Other administrative costs (1,462)
Net adjustments to tangible and
intangible assets (29)
Operating costs (3,620)
Other net income (expenses) 42
Impairment of goodwill (1)
Profits (losses) from disposals of
investments 2
Net provisions for risks and charges (91)
Pre-tax operating profit 2,555
Taxes for the period (889)
Profits (losses) on groups of
discontinued operations 0
Profit attributable to minority
interests (2)
Net profit 1,665
Other Data:
Allocated Capital 8,413
Ratios
Profitability 19.8%
Cost/Income ratio 54.4%

Nn.s. means not significant.

Operating Structure
Employees

Financia planners
Italian branches

Foreign branches and representative offices
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Asset
Management
and
Savings International
and Private Central Group
Assurance Banking Functions total
(millions of €, except per centages)
45 6 204 3,795
587 321 (41) 3,476
4 0 31 58
18 17 80 526
0 0 50 116
418 0 13 431
1,072 344 337 8,402
1 0 (64) (489)
0 0 1) 1)
1,073 344 272 7,912
(167) (61) (482) (2,839)
(204) (57) 209 (1,514)
(30) (7) (371) (437)
(401) (125) (644) (4,790)
18 7 7 74
(1) 0 (45) (47)
0 0 15 17
(89) 7 30 (143)
600 233 (365) 3,023
(144) (46) 131 (948)
(36) 0 1 (35)
(55) 0 1) (57)
365 187 (234) 1,983
1,257 113 1,717 11,500
29.0% 165.5% n.s. 17.2%
37.4% 36.3% n.s. 57.0%
At December 31, 2005
Asset Management
Savings and and International Central
Banking Assurance Private Banking Functions Group total
34,959 2,156 696 5,855 43,666
1 4,150 0 0 4,151
3,081 91 0 0 3,172
131 4 1 0 136




Year ended December 31, 2004(*)

Asset
Management
and
International
Savingsand Private Central Group
Banking Assurance Banking Functions Total

(millions of €, except per centages)

Reclassified Statement of |ncome:

Net interest income 3,547 43 10 123 3,723
Net commissions 2,426 535 302 (56) 3,207
Income from credit disposals, assets

held to maturity and repurchase of

non-hedged financial liabilities 4 4 0 4 12
Dividends and income from other

financial assets and liabilities 281 3 7 26 317
Profits (losses) on equity

shareholdings 24 0 6 52 82
Income from insurance business 0 340 0 23 363
Total operating income 6,282 925 325 172 7,704
Net adjustments to loans (555) 4 1) 13 (539)
Net adjustments to other financial

assets (73) 0 0 125 52
Net operating income 5,654 929 324 310 7,217
Personnel costs (2,153) (143) (62) (502) (2,860)
Other administrative costs (1,471) (189) (60) 195 (1,525)
Net adjustments to tangible and

intangible assets (34) (38) (10) (368) (450)
Operating costs (3,658) (370) (132) (675) (4,835)
Other net income (expenses) 62 10 2 (33) 41
Impairment of goodwill 0 0 0 (58) (58)
Profits (losses) from disposals of

investments 0 0 3 0 3
Net provisions for risks and charges (64) (37) (16) (80) (297)
Pre-tax operating profit 1,994 532 181 (536) 2,171
Taxesfor the period (813) (227) (37) 224 (753)
Profits (losses) on groups of

discontinued operations 0 (35) 0 111 76
Profit attributable to minority

interests (1) (46) 0 0 (47)
Net profit 1,180 324 144 (201) 1,447
Other Data:

Allocated Capital 8,182 1,146 108 1,152 10,588
Ratios

Profitability 14.4% 28.3% 133.3% n.s. 13.7%
Cost/Incomerratio 58.2% 40.0% 40.6% n.s. 62.8%

(*) The consolidated income statement for the year ended December 31, 2004 was prepared in accordance with EU GAAP,
however, as permitted by IFRS 1, these results excluded the application of IAS 32, IAS 39 and IFRS 4, for which the
transition date was January 1, 2005 and Italian GAAP continued to apply to the recognition and presentation of results,
asset and liabilitiesto which IAS 32, IAS 39 and |FRS 4 would otherwise have applied.

At December 31, 2004

Asset M anagement

Savings and and International Central
Banking Assurance Private Banking Functions Group Total
Operating Structure
Employees 34,742 1,984 694 5,764 43,184
Financia planners 4 4,313 0 0 4,317
Italian branches 3,037 89 0 0 3,126
Foreign branches and representative offices 126 4 1 0 131

119




% Change 2005/2004 (*)

Asset
Management and
Savings and International Central
Banking Assurance Private Banking Functions Group Total
(per centages)
Reclassified Statement of | ncome:
Net interest income (0.2% 4.7% (40.0)% 65.9% 1.9%
Net commissions 7.5% 9.7% 6.3% (26.8)% 8.4%
Income from credit disposals, assets held to
maturity and repurchase of non-hedged
financid liabilities n.s. — — n.s. n.s.
Dividends and income from other financia
assets and liabilities 46.3% n.s. 142.9% 207.7% 65.9%
Profits (losses) on equity shareholdings 175.0% — n.s. (3.8)% 41.5%
Income from insurance business — 22.9% — (43.5)% 18.7%
Total operating income 5.8% 15.9% 5.8% 95.9% 9.1%
Net adjustments to loans (23.2% (75.0)% n.s. n.s. (9.3)%
Net adjustments to other financial assets n.s. — — n.s. (101.9)%
Net operating income 10.1% 15.5% 6.2% (12.3)% 9.6%
Personnel costs (1.1)% 16.8% (1.6)% (4.00% (0.7Y%
Other administrative costs (0.6)% 7.9% (5.00% 7.2% (0.7)%
Net adjustments to tangible and intangible
assets (14.7)% (21.1)% (30.0)% 0.8% (2.9%
Operating costs (1.00% 8.4% (5.3)% (4.6)% (0.9%
Other net income (expenses) (32.3)% 80.0% n.s. (121.2)% 80.5%
Impairment of goodwill n.s. n.s. — (22.4)% (19.0)%
Profits (losses) from disposals of
investments n.s. — n.s. n.s. n.s.
Net provisions for risks and charges 42.2% 140.5% (143.8)% (137.5)% (27.4)%
Pre-tax operating profit 28.1% 12.8% 28.7% (3L9% 39.2%
Taxes for the period 9.3% 13.4% 24.3% (41.5)% 25.9%
Profits (losses) on groups of discontinued
operations — 2.9% — (99.1)% (146.1)%
Profit attributable to minority interests — 19.6% — n.s. 21.3%
Net profit 41.1% 12.7% 29.9% 16.4% 37.0%
Other Data:
Allocated Capital 2.8% 9.7% 4.6% 49.0% 8.6%
Employees 0.6% 8.7% 0.3% 1.6% 1.1%
Financial planners (75.0)% (3.8)% — — (3.8)%
Italian branches 1.4% 2.2% — — 1.5%
Foreign branches and representative offices 4.0% — — — 3.8%

(*) The consolidated income statement for the year ended December 31, 2004 was prepared in accordance with EU GAAP,
however, as permitted by IFRS 1, these results excluded the application of IAS 32, IAS 39 and IFRS 4, for which the
transition date was January 1, 2005 and Italian GAAP continued to apply to the recognition and presentation of results,

asset and liabilitiesto which IAS 32, IAS 39 and IFRS 4 would otherwise have applied.

Nn.s. means not significant.
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Banking Business Sector (formerly Commercial Banking) 2005 vs. 2004

In 2005, the Banking Business Sector managed 81% of the Group's intermediary funds (that is customer financial assets
and net loans to customers), generating approximately 79% of total operating income. The Banking Business Sector's total
operating income increased by 5.8% in 2005 compared to 2004. On a consistent basi s, considering the main impacts of
IAS 32 and 39 (financial instruments) and |FRS 4 (insurance contracts) on the results for 2004, the Banking Business Sector's
total operating income increased by 6.7%. The increase was mainly due to the traditional revenues of the commercia banks
aswell asthe greater income from investment banking, in which Banca M| operates, and in the financing of public
infrastructures in which Banca OP! is active. On the same comparable basis: net interest income rose by 0.9%, rising to 2.5%
excluding investment banking activities; the growth in pre-tax operating profit, (an increase of 31.2%), was helped by a
reduction in adjustments to loans and other financia assets, aswell asafall in operating costs (personnel costs, other
administrative costs and net adjustments to tangible and intangible assets). Net of taxes, profits for 2005 were €1,665 million
compared to the €1,180 million for 2004. The results for 2005 benefited from extraordinary, non-recurring transactions of
approximately €200 million, the most important of which was the capital gain on the disposal of our stakein Italenergia Bis.
The Banking Business Sector employed 34,959 staff at December 31, 2005, 80% of the Group's total staff.

The Banking Business Sector absorbed 73% of the Group's capital in 2005, a decrease from 77% in 2004.

Capital allocated to the Banking Business Sector increased by 2.8% compared with 2004, alower rate of increase than
that of net profit, and therefore the profitability of the Banking Business Sector, measured by RORAC, increased to 19.8% in
2005 from 14.4% in 2004.

Savings and Assurance (formerly Insurance and Personal Financial Services) 2005 vs. 2004

Theresults for 2005 and 2004 are presented asiif all the insurance companies of the Group had been concentrated in the
Savings and Assurance Business Sector since January 1, 2004.

The Savings and Assurance Business Sector's total operating income increased by 15.9% compared to 2004. On a
consistent basis, considering the main impacts of IAS 32 and 39 (financial instruments) and IFRS 4 (insurance contracts) on
2004, the increase of total operating income was 19.1%. This trend was generated by the increase in revenues by both Banca
Fideuram and A.l.P.; the latter are entirely included in the income from insurance business. On the same comparable basis:
operating costs, mainly linked to the expansion of A.l.P., rose by 8.4% and net provisions for risks and charges rose by
140.5%, primarily because of non-recurring provisions, made by Banca Fideuram against risks connected to the placement in
prior years of corporate bonds which subsequently defaulted. Net profit was €365 million in 2005, a 12.7% increase from
€324 million in 2004. On a consistent basis, the increase in net profit rose to 19.3% towards year 2004. The Savings and
Assurance Business Sector absorbed 11% of the Group's capital in 2005, virtually the same as in 2004, while allocated capital
increased by 9.7% to €1,257 million in 2005 from €1,146 million in 2004. Since allocated capital increased at alower rate
than net profit, the profitability of the Savings and Assurance Business Sector increased to 29.0% in 2005 compared with
28.3% in 2004.

Asset Management and I nternational Private Banking (formerly Asset Management) 2005 vs. 2004

Total operating income for the Asset Management and International Private Banking Business Sector in 2005 was
€344 million, an increase of 5.8%. The increase is due to the increase in commission revenues at Sanpaolo IM| Asset
Management and Sanpaolo Bank (L uxembourg). The contribution to the net profit of the Group was €187 million, an increase
of 29.9% compared to the €144 million of 2004. Besides the good performance of the revenues, the result was also obtained
through the decrease in operating costs and the release by Sanpaolo Bank (L uxembourg) of funds for risks and charges
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prudently provided for in 2004. The Asset Management and International Private Banking Business Sector contributed 9% of
the consolidated net profit for 2005 and absorbed 1% of capital. RORAC reached 165.5% in 2005, confirming the high
returns in this business sector and can be attributed to the limited absorption of capital with respect to the large volumes of
assets managed by the Business Sector and placed by the Group's banking networks nationwide. Profitability grew in
comparison with 2004 due to the increase in contribution to Group profit. The cost/income ratio was 36.3%, a decrease of
4.3% compared to 2004.

Central Functions 2005 vs. 2004

Central Functions includes the Group's holding activities, finance, the management of equity investments (including the
Group's shareholdingsin Cassa di Risparmio di Firenze, Cassadei Risparmi di Forli and Banca delle Marche), the Group's
credit policy and the MOI. Central Functions main component is represented by bodies carrying out activities of governance,
support and control of the other Business Sectors.

The income results reflect the nature of Central Functions, which incurs costs using a centralized system and on behal f
of other Group companies, only partially allocating them to the operating units. Central Functions had aloss of €234 million
in 2005, primarily attributable to the share of unallocated costs, only partly offset by revenues attributable to the treasury
financial margin linked to derivative transactions, the positive impact of the conversion of the Fiat Convertible Facility and
dividends from minority investments. The loss in 2004 was €201 million. Considering the main impacts of IAS 32 and 39
(financial instruments) and IFRS 4 (insurance contracts) in 2004, mainly due to the inscription of the revaluation of the
investment in Santander Central Hispano as available for sale asset in a specific reserve of the Group shareholders' equity,
thisloss would be €329 million. The improvement, on comparable basis, was due to higher financial revenues and lower
operating costs, especially personnel costs. 2004 had also benefited from the recording in the profits on discontinued
operations, from the capital gain of €55 million and €58 million, respectively for the disposal of Finconsumo and a spin-off of
real estate property.
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Reconciliation Between Audited and Reclassified | ncome Statements

The following tables show the reconciliation between our audited income statement, which isincluded in the
Consolidated Financial Statementsincluded elsewhere in this annual report, and our reclassified income statement, which is
presented primarily for purposes of management's Operating and Financial Review and Prospects. In particular, the tables
show which items in the audited income statement were broken down into two or more items, or reclassified to other items,
for purpose of the reclassified income statement.

Year ended December 31, 2005

AUDITED INCOME STATEMENT
(in millions of €)

10. Interest income and similar
revenues

20. Interest expense and similar
charges

30. Net interest income

Net interest income
Commission income
Commission expense
60. Net commission

s8>

B Net commissions

70. Dividends and similiar revenues

80. Profit (losses) on financial trading
activities

90. Fair value adjustments from
hedge accounting

100.  Profit (loss) from sale or
repurchase of:
a) loans
b) available for salefinancial

assets

c) held to maturity investments
d) financial liabilities

8.235
(3.786)

4.449

4.166
(758)
3.408

475
104

(4)

57
347

(10)

Combinations

123

Breakdown Reclassifications

(702)

68

(475)
(104)

(347)

©

RECLASSIFIED
INCOME
STATEMENT

3.795

3.476




AUDITED INCOME STATEMENT
(in millions of €)

C

110.

130.

150.
160.

180.

190.

Income from credit disposals, assets
held to maturity and repurchase of
non-hedged financial liabilities

Profits (losses) on financial assets and
lighilities designated at fair value

Dividends and income from other
financial assetsand liabilities

Profits (losses) on equity
shareholdings

Impairment losses/write-backs to:
a) loans

b) available-for-salefinancial assets

¢) held to maturity investments
d) other financial transaction
Net insurance premiums

Balance of other income (charges)
arising on insurance activities

Income from insurance business

Net adjustmentsto loans

Net adjustmentsto other financial
assets

Administrative costs:

a) Personnel

b) Other

Net provisions for risks and charges

219

(437)
@)

(4)
3599
(4.496)

(2.839)
(1514)
(53)

Combinations

124

Breakdown

116

437

(485)

Reclassifications

475

104
)

347
©)

(696)
)

702

(€8)

696
@)

(4)
@)

1514
53

oQ —« 0 o

-~ —0 o

©

RECLASSIFIED

INCOME
STATEMENT
58

526

116

431

(489)

)




AUDITED INCOME STATEMENT
(in millions of €)

200.
210.

220.
240.

260.

270.

290.

310.

330.

(@

(b)

(©

(d)

Per sonnel costs

b) Other

Other administrative costs

Net adjustments to tangible assets
Net adjustments to intangible assets
Net adjustmentsto tangible and
intangible assets

Operating cost (I+L+M)

Other operating income (expense)
Profit (losses) on investments in associates
and companies subject to joint control

Other net income (expenses)
Impairment of goodwill

Impairment of goodwill

Profit (losses) on disposal of investments
Profits (losses) from disposals of
investments

Net provisionsfor risksand charges
Income taxes for the period
Taxesfor the period

Profit (losses) from discontinued operations
Profits (losses) on discontinued groups of

operations

Income (loss) for the period attributable to
minority interests

Profit attributable to minority interest
Profit attributable to equity holders of the
Parent

NET PROFIT

(239)
(198)

(4.790)
74
70

@

17

(948)

(35)

(67

1.983

Combinations Breakdown

(116) m

46 m

(46) m

RECLASSIFIED
INCOME
STATEMENT
(2.839)

Reclassifications
(1.514) p
(1.514)

(437)

74

(47)
17

(53) g

(90) |
(143)
(948)

(35)

(87)

1.983

Reclassification of positive/(negative) net interest income of insurance sector from "30. Net interest income" in the
audited income statement to "F. Income from insurance business' in the reclassified income statement;

Breakdown of line 130. a) "Impairment losses/write-backsto loans' in the audited income statement in to "A. Net
interest income" and in to "G. Net adjustment to loans" in the reclassified income statement;

Reclassification of (positive)/negative net commissions of insurance sector from "60. Net commissions' in the audited
income statement to "F. Income from insurance business' in the reclassified income statement;

Reclassification of 1osses on repurchase of financial liabilities subject to hedging from line 70. "Dividends and similiar
revenues' in the audited income statement to "D. Dividends and income from other financial assets and liabilities" in the

reclassified income statement;
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()

(f)

(9)

(h)

(i)

(N

(m)

(n)

(0)

()

(a)

Reclassification from line 80. "Profit (losses) on financia trading activities' in the audited income statement to
"D. Dividends and income from other financial assets and liabilities" in the reclassified income statement;

Reclassification from line 90. "Fair value adjustments from hedge accounting” in the audited income statement to
"D. Dividends and income from other financia assets and liabilities" in the reclassified income statement;

Reclassification from line 100 b) "Profit (loss) from sale or repurchase of available for sale financia assets' in the
audited income statement to "D. Dividends and income from other financial assets and liabilities" in the reclassified
income statement;

Reclassification from line item 100. d) "Profit (loss) from sale or repurchase of financia liabilities' in the audited
income statement to "D. Dividends and income from other financial assets and liabilities" in the reclassified income
Statement;

Reclassification of the Insurance sector contribution from line "D. Dividends and income from other financial assets and
liabilities" in the reclassified income statement to "F. Income from insurance business' in the reclassified income
statement;

Reclassification of utilization of provision for risks and charges on Italenergia Bis from "Dividends and income from
other financial assets and liabilities' in the reclassified income statement to " Q. Net provisions for risks and charges' in
the reclassified income statement;

Breakdown of lineitem 240. "Profit (losses) on investments in associates and companies subject to joint control" in the
audited income statement to "E. Profits (losses) on equity shareholdings' and "O. Impairment of goodwill" in the
reclassified income statement;

Reclassification from line item 130. b) "Impairment |osses/write-backs to available-for-sale financia assets' in the
audited income statement to "H. Net adjustment to other financial assets' in the reclassified income statement;

Reclassification from line item 130. d) "Impairment |osses/write-backs to other financial transaction” in the audited
income statement to "G. Net adjustments to loans" in the reclassified income statement;

Reclassification from line item 180. b) "Other Administrative costs' in the audited income statement to "L. Other
administrative costs' in the reclassified income statement;

Reclassification from line item 190. "Net provisions for risks and charges' in the audited income statement to "Q. Net
provisions for risks and charges' in the reclassified income statement;

Adjustments due to rounding.
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Year ended December 31, 2004
(in millions of €)

AUDITED INCOME STATEMENT
(in millions of €)

10. It. Interest income and similar
revenues

20. It Interest expenses and
similar charges

30 Net interest income

A Net interest income

40. It Commission income
50. It Commission expense

60 Net commissions

B Net commissions

30. It Dividends and other
revenues

60. It Profits (losses) on financial
transactions

C Income from credit

disposabls, assets held to
maturity and repurchase
of non-hedged financial
liabilities

Technical income from the
casualty insurance business
gross of administrative
costs

Technical income fromthe
life insurance business
gross of administrative
costs

D Dividends and income
from other financial
assetsand liabilities

140.1t  Provisionsto thereserve
for probable loan losses

120.1t  Adjustmentsto loans and
provisions for guarantees
and commitments

7.196

(3534)

3.662
3.980

(764)
3.216
152

227

10

(1.478)

(17)

(914)

Combinations

(152)

(227)

(10)

1.478

152
227

17

914

26
58

127

Reclassifications

61

(9)

12

(62)

RECLASSIFIED
INCOME
STATEMENT

3.723

3.207

12

317




AUDITED INCOME STATEMENT
(in millions of €)

E

130. It

150. It

160. It

180

190

200

210

220

170. It

260

Profits (losses) on equity
shareholdings

Income from insurance
business

Writebacks of adjustments to
loans and provisions for
guarantees and commitments

Net adjustmentsto loans
Adjustments to financial
fixed assets

Writebacks of adjustments to
financial fixed assets

Net adjustmentsto other
financial assets
Administrative costs:

a) personnel

Personnel costs

b) other

Other administrative costs
Net provisionsfor risks and
charges

Net adjustments to tangible
assets

Net adjustments to intangible
assets

Other operating income
(expenses)

Other net income from
insurance activities

Income (losses) from
investments carried at equity
method

Impairment of goodwill

Combinations Breakdown
1831 o
10
(1.478)
410
3 0
(17)
(914)
(106)
124
(4.346)
(2.821)
(1.525)
(216)
(242)
(230)
29

1838 (1838) o

26 (26)

(2) o
(2)

128

o

Reclassifications

@

(21)

(39)

216

(29)

RECLASSIFIED
INCOME
STATEMENT
82

363

(539)

52

(2.860)

(1.525)




AUDITED INCOME STATEMENT
(in millions of €)

M Net adjustmentsto tangible and
intangible assets

190. It Other income

200. It Other expenses

230. It Changein reserve for general banking

risks

N Other net income (expenses)

240. It Income taxes

O Impairment of goodwill

300 Net profit (loss) after tax from
continuing operations

P Profits (losses) from disposals of
investments

Q Net provisionsfor risks and charges

R Taxesfor the period

310 Profits (losses) from
discontinued operations

S Profits (losses) on
discontinued groups of
operations

330 Profit (loss) for the period
attributable to minority
interests

T Profit attributableto
minority interest

340 Profit attributable to equity
holders of the Parent
NET PROFIT

286
(138)

@)

(754)

1.389

(35)

(55)

1.447

Combinations Breakdown

(58) b

Reclassifications
26

29

(142)

754

(216)
19
(754)

111

RECLASSIFIED
INCOME
STATEMENT
(450)

41

(58)

197)

(753)

76

(47)

1.447

(@ Combination of lineitem 30.It "Dividends and other revenues’ and line item 60.1t "Profit (losses) on financial transactions' in the audited income
statement to "D. Dividends and income from other financial assets and liabilities" in the reclassified income statement.

(b) Combination of line 170.1t "Income (losses) from investments carried at equity method" in the audited income statement and line " O. Impairment of
goodwill" in the reclassified income statement to "E. Profits (losses) on equity shareholdings" in the reclassified income statement.

(c) Combination of line "Technical income from casualty branch gross of administrative costs' and line "Technical income from the life branch gross of
administrative costs' in the audited income statement to "F. Income from insurance business" in the reclassified income statement.

(d) Combination of line item 140.1t "Provisions to the reserve for probable loan losses' and line item 120.1t " Adjustments to loans and provisions for
guarantees and commitments" in the audited income statement to "G. Net adjustment to loans" in the reclassified income statement.

(e) Reclassification of lineitem 230.1t "Change in reserve for general banking risks" in the audited income statement to "M. Net adjustments to tangible
and intangible assets" in the reclassified income statement.
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©

(h)

)

(k)

U]

(m)

Q)
(9)

)

@

Reclassification of line item 220 "Other operating income (expenses)" in the audited income statement to "N. Other net income (expenses)” in the
reclassified income statement.

Reclassification of: €40 million related to interest written off in previous years and recovered during the year from "G. Net adjustmentsto loans' to "A.
Net interest income”, €4 million related to loans securitization from "N. Other net income (expenses)” to "A. Net interest income", €7 million related to
interest attributable to minority from "A. Net interest income" to "T. Profit attributable to minority interest” and €24 million related to adjustments of
differential of hedging derivatives from "D. Dividends and income from other financial assets and liabilities' to "A. Net interest income".

Reclassification of: €1 million related to interest attributable to minority from "B. Net commissions' to "T. Profit attributable to minority interest” and
€8 million related to commissions from "B. Net commissions' to "N. Other net income (expenses)".

Reclassification of: €6 million related to sale of loans from "C. Income from credit disposals, assets held to maturity and repurchase of non-hedged
financial liabilities' to "G. Net adjustments to loans', €15 million related to cancellation of liabilities from "D. Dividends and income from other
financial assets and liabilities" to "C. Income from credit disposals, assets held to maturity and repurchase of non-hedged financia liabilities' and
€3 million related to fixed financial assets from "N. Other net income (expenses)” to "C. Income from credit disposals, assets held to maturity and
repurchase of non-hedged financial liabilities".

Reclassification of: €13 million related to Fiat convertible facility from "D. Dividends and income from other financial assets and liabilities’ to "G. Net
adjustmentsto loans', €15 million related to cancellation of liabilities from "D. Dividends and income from other financial assets and liabilities' to "C.
Income from credit disposals, assets held to maturity and repurchase of non-hedged financia liabilities", €34 million related to financial instruments
from "D. Dividends and income from other financial assets and liabilities' to "H. Net adjustments to other financial assets’, €24 million related to
equity investments from "N. Other net income (expenses)" to "'D. Dividends and income from other financial assets and liabilities and €24 million
related to adjustments of differential of hedging from “D. Dividends and income from other financial assets and liabilities' to "A. Net interest income".

Reclassification of: €2 million related to equity investments from "N. Other net income (expenses)" to "E. Profits (losses) on equity shareholdings' and
€4 million related to equity investments from “E. Profits (losses) on equity shareholdings' to "R. Tax for the period” and "'S. Profit (losses) on
discontinued groups of operations'.

Reclassification of: €40 million related to interest written off in previous years and recovered during the year from "G. Net adjustmentsto loans" to "A.
Net interest income”, €6 million related to sale of loans from "C. Income from credit disposals, assets held to maturity and repurchase of non-hedged
financial liabilities' to "G. Net adjustments to loans' and €13 million related to FIAT convertible facility from "D. Dividends and income from other
financial assets and liabilities" to "G. Net adjustmentsto loans'.

Reclassification of €34 million related to financial instruments from "D. Dividends and income from other financial assets and liabilities" to "H. Net
adjustmentsto other financial assets'.

Reclassification of €39 million related to personnel costs from "I. Personnel costs' to "N. Other net income (expenses)".

Reclassification of: €26 million related to amortization from "N. Other net income (expenses)” to "M. Net adjustments to tangible and intangible
assets'.

Reclassification of: €3 million related to fixed financial assets from "N. Other net income (expenses)” to "C. Income from credit disposals, assets held
to maturity and repurchase of non-hedged financia liabilities', €24 million related to equity investments from "N. Other net income (expenses)" to "D.
Dividends and income from other financial assets and liabilities’, €2 million related to equity investments from "N. Other net income (expenses)” to
"E. Profits (losses) on equity shareholdings', €39 million related to personnel costs from 1. Personnel costs' to "N. Other net income (expenses)",
€102 million related equity investments from "N. Other net income (expenses)" to "'S. Profits (losses) on discontinued groups of operations’,

€6 million related to amortization from "N. Other net income (expenses)” to "'S. Profits (losses) on discontinued groups of operations”, €3 million
related to amortization from "N. Other net income (expenses)” to "P. Profit (losses) from disposal of investments', €19 million related to utilization
from "N. Other net income (expenses)” to "Q. Net provisions for risk and changes", €8 million related to commissions from "B. Net commissions' to
"N. Other net income (expenses)”, €18 million related to amortization from "“N. Other net income (expenses)” to "M. Net adjustments to tangible and
intangible assets", €8 million related to amortization from "N. Other net income (expenses)” to "M. Net adjustments to tangible and intangible assets"
and €4 million related to loans securitization from "N. Other net income (expenses)” to "A. Net interest income".

Reclassification of €3 million related to amortization from "N. Other net income (expenses)” to "P. Profit (losses) from disposal of investments'.
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()  Reclassification of €19 million related to utilization from "N. Other net income (expenses)” to "Q. Net provisions for risk and changes".

(s) Reclassification of €1 million related to equity investments from "E. Profits (losses) on equity shareholdings' to "R. Tax for the period".

() Reclassification of: €102 million related equity investments from "N. Other net income (expenses)” to "S. Profits (losses) on discontinued groups of
operations', €6 million related to amortization from "N. Other net income (expenses)" to "'S. Profits (losses) on discontinued groups of operations" and

€3 million related to equity investments from "E. Profits (losses) on equity shareholdings' to "S. Profits (Iosses) on discontinued groups of operations'.

(u) Reclassification of €8 million related to interest attributable to minority from "A. Net interest income" and "B. Net commissions' to "T. Profit
attributable to minority interest"

B. Liquidity and Capital Resources
Liquidity

For information concerning the principal categories of the Group's funding sources, see: Item 3. "Key Information—B.
Selected Statistical Information—L.iabilities and Funding Sources’ on page 50 above.

Sanpaolo IMI has evaluated that its positive credit standing will continue to give it access to both traditional and
innovative funding, due to the fact that the working capital requirements of the Group are fully met through its
funding strategies.

There are no legal or economic restrictions, except for regulatory restraints, on the ability of subsidiariesto transfer
funds to Sanpaolo IMI in the form of cash dividends, loan or advances. Therefore, there is no material impact on the ability of
the company to meet its cash obligations.

Shareholders Equity

Group net shareholders' equity was €13,483 million as of December 31, 2005, showed the following changes during
the year:

Changesin
shareholders equity

(millions of €)

Shareholders equity as of December 31, 2004 12,308
Adoption of IAS 32, IAS 39, and IFRS 4 (273)
Shareholders equity as of January 1, 2005 12,035
Decreases (873)
—Dividends (873)
Increases 2,321
—Net income for the year 1,983
—Net change in valuation reserves 252
—Net change in own shares 10
—Stock option accounting 62
—Other changes 14
Shareholders' equity as of December 31, 2005 13,483
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Variations during 2005 were essentially determined by year end income, net of dividends paid out of the net profit for
2004, the change in valuation reserves and accounting for stock options representing an increase in capital and share premium
reserves. |n particular, the change in valuation reserves amounting to €252 million, was mainly the net result of:

the revaluation at fair value of several minority equity investments classified in the available for sale portfolio for a
total of €478 million that include the investment in Santander Central Hispano for €266 million;

the recognition of €199 million for the "actuarial" losses on defined benefit employee funds and employee
termination indemnities. A recent revision of IAS 19 (Employee Benefits as amended on November 8, 2005)
alows, in the presence of valuation imbalances related to actuarial estimates of defined benefit employee funds
(including, therefore, the employee termination indemnity), arelative allocation to the provisions for risks, with
direct corresponding utilization of the shareholders' equity reserves (net of taxes) and without affecting the
statement of income. This option represents a "prudential” alternative to the previously used criterion (the so-called
corridor method), which essentially involves not recording the aforementioned "actuarial calculation differences’ in
the financial statementsif they amount to a difference or an increase of no more than 10% of commitments at the
beginning of the period; and

the €27 million reduction in valuation reserves for debt securities.

Treasury Shares

At December 31, 2005, the Parent Bank's capital was € 5,239,223,740.80. This amount was divided into
1,586,967,318 ordinary shares and 284,184,018 preference shares, both with anominal value of €2.88 per share. The genera
shareholders meeting at Sanpaolo IMI of April 29, 2006 resolved to increase the par value of the shares from €2.80 to €2.88.

The Parent Bank's capital increased by €21,544,600 or 0.4% from €5,217,679,140.80 in 2004 following the exercise of
stock options assigned to management.

As of December 31, 2005, there were 4,774,774 Sanpaolo IMI shares held by the Group, representing 0.26% of capital.
On the basis of the IAS/IFRS criteria, these shares were classified as negative components in the shareholders’ equity
accounts for €51 million. These shares were held by the Parent Bank and its subsidiaries, as well as by the group of
investment companies held within the Group's insurance business that are wholly integrated in line with international
accounting standards.

In the year 2005, transactions in Sanpaolo IMI shares were as follows:

no buying or selling transactions were made during the year. The Parent Bank had 4,015,919 own sharesin its
portfolio that corresponded to €11.2 million (nominal value), representing 0.21% of share capital, for atotal value
of €42.5 million;

as of December 31, 2004, as part of itsinstitutional dealing activity, BancalMI held 1,166 Sanpaolo IMI sharesin
its portfolio. During 2005 it acquired 4,399,256 shares (€12.3 million nominal value) for a cost of approximately
€52.3 million and sold 4,184,152 shares (€11.7 million nominal value) for atotal cost of €49.6 million. As of
December 31, 2005, the company had 216,270 Sanpaolo IMI sharesin its portfolio (€0.6 million nominal value)
equal to 0.01% of the share capital of the Parent Bank, for avalue of €2.7 million;

Banca Fideuram sold off all Sanpaolo IMI sharesit held in its portfolio at the beginning of the financial period; and

as of December 31, 2004, the group of investment companies, mainly owned by the subsidiary A.l.P. and
consolidated for the first time according to IAS/IFRS, held atotal of 519,585 shares
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(€1.5 million nominal value) for avalue of €5.4 million. During the first half of 2005, these companies acquired
544,000 Sanpaolo IM1 shares (€1.5 million nominal value) for atotal of €6.5 million and sold 521,000 shares
(€1.5 million nominal value) for atotal of €6.1 million. Therefore as of December 31, 2005, these companies held
542,585 Sanpaolo IMI shares (€1.5 million nominal value), equal to 0.03% of the share capital of the Parent Bank,
for avaue of €5.8 million.

In light of the amount of own shares in the portfalio, the Parent Bank and Banca IM| have the same amount in the
non-disposable reserve required by law.

The own shares of the subsidiaries refer to Banca Fideuram shares held in Parent Bank's portfolio. At December 31,
2005 those shares, held exclusively by Banca Fideuram in support of its stock option plan, were 12,655,273 (€2.4 million
nominal value), equal to 1.3% of Banca Fideuram share capital (14,997,000 as of December 31, 2004). In application of
IAS 32, these shares are shown, at historic values, adjusting Banca Fideuram's shareholders' equity (including the third-party
quota) for €54.4 million.

The number of own shares held by Banca Fideuram decreased in the second half of 2005, following the exercise of
2,341,727 stock optionsin the context of its 2004 incentive plan. This stock option provides for the assignment to Banca
Fideuram's private bankers of options to acquire Banca Fideuram sharesin the ratio of one option per share, to be exercised in
the period June-December 2005 at the unit price of €4.43. Following the exercise of the stock options, 2,341,727 Banca
Fideuram shares had been sold.

Regulatory Capital and Capital Adequacy

With regard to prudential and statistical supervision, the Bank of Italy has decided that the consolidated results should be
prepared in accordance with IAS/1FRS as of December 31, 2005. The results provided below have been calculated on the
basis of the genera principlesissued by the Regulatory Body in line with the guidelines of the Basel Committee and of the
CEBS (Committee of European Banking Supervisors). Moreover, on December 31, 2005, the regulatory capital structure of
the Sanpaolo IMI Group also adopted national regulations in terms of the treatment of financial conglomerates, pursuant to
Legidative Decree 142/2005, with specific reference to the insurance subsidiaries.

The following table sets forth the Tier | and the Tier |1 capital levels and the relative ratios of the Sanpaolo IMI Group at
December 31, 2005 and 2004. At December 31, 2004, the amounts we calculated in accordance with Bank of Italy
regulationsin existence at that date and prepared on an Italian GAAP basis. See: aso Item 4. "Information on Sanpaolo
IMI—C. Business Overview—Italian
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Banking Regulation and Corporate Governance Principles—Capital Adequacy Requirements' on page 83 above for

further details.

Asat
December 31, 2005

(millions of €,
except ratios)

Tier | capital(1) 11,286
of which: preferred securities 1,000
Tier 11 capital(2) 4,720
Less:. prescribed deductions (2,308)
Total Tier | and Tier |l capital 13,698
Tier 111 capital subordinated loans 600
Total Tier |, Tier Il and Tier 111 capital 14,298
Total minimum capital (3) 12,123
Excess capital (4) 2,175
Weighted assets
Credit risk 136,017
Market risk 15,237
Other requirements 288
Total weighted assets 151,542
Capital adequacy ratios (%)(5)
CoreTier | ratio 6.8%
Tier | capital/Total risk-weighted assets 7.4%
Total capital/Total risk-weighted assets(6) 9.4%

1)

2

3

(4)

()

(6)

The paid-up capital, reserves and capital innovation instruments, such as preferred shares, are top-quality capital
elements. The total of such elements, after deduction of own shares or quotas, of intangible assets, as well as of losses
recorded in previous and current fiscal years, form the Tier | capital. Innovative capital instruments can be included in
Tier |, up to 15% of the total of Tier | capital. The possible surplus can be assigned to Tier |1 capital and can be
classified among the hybrid capitalization instruments.

The appreciation reserves, the hybrid instruments and subordinated liabilities usually form the Tier |1 capital elements.
Tier 1l capital must not be higher than Tier | capital and certain elementsincluded in Tier |1 capital cannot be higher than
a specified amount: for example subordinated liabilities cannot exceed 50% of Tier | capital.

Total minimum capital requirements are calculated as 8% of total risk-weighted assets.

This item represents the difference between Total Tier I, Tier Il and Tier 111 capital and total minimum capital.

The capital adequacy ratio must be calculated on the basis of the amount of Tier | capital and Tier |1 capital, net of
shareholding investmentsin financial and insurance companies, hybrid instruments, and subordinated loans granted to
the same entities.

According to EU instructions, since 1992, Bank of Italy decided that the capital adequacy of a bank should be evaluated
according to the ratio between regulatory capital and the total of the weighted risk assets. In particular, the regulatory

capital, made of Tier | capital and Tier |l capital, must not be lower, on a consolidated basis, than 8% of weighted
risk assets.
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The following table sets forth the Tier | and the Tier |1 capital levels and the relative ratios of the Sanpaolo IMI Group at
December 31, 2004 in accordance with Bank of Italy regulationsin existence at that date and prepared on an Italian GAAP
basis. 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.

At December 31,
2004(1)

(millions of €,
except ratios)

Tier | capital

Share capital 5,218
Additional paid-in capital 725
Reserves(2) 4,975
Preferred securitiesin euros 1,000
Less: intangible assets (1,058)
Tier | capital(3) 10,860
Tier |l capital

Revaluation reserves 71
Subordinated debt 5,209
Other positiveitems 85
Other negative items (9)
Tier Il capital 5,356
Less: financial investments (840)
Total Tier | and Tier |l capital (" Own Funds') 15,376
Tier |11 capital subordinated loans 594
Total Tier |, Tier || and Tier 111 capital 15,970
Total minimum capital (4) 10,676
Excess capital (5) 5,294
Weighted assets

Lending risk 119,600
Market risk 13,063
Other requirements 787
Total weighted assets 133,450

Capital adequacy ratios
Tier | capital/Total risk-weighted assets 8.1%
Total capital/Total risk-weighted assets 12.0%

(1) Dataincluded in thiscolumn are presented in accordance with Italian GAAP.

(2) Theitem refersto the sum of the following Items of the 2004 consolidated financial statements: caption 170 "Reserves'
plus caption 200 "Net income for the year" plus caption 140 "Minority interest” (net of the portion referring to
revaluation reserves) plus caption 130 "Negative goodwill arising on application of the equity method" plus caption 100
"Reserve for general banking risks", less dividend distributed and treasury shares.

(3) Tier I regulatory minimum capital requirements are calculated as 4% of total risk-weighted assets.

(4) Total minimum capital requirements are calculated as 8% of total risk-weighted assets.
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(5) Thisitem represents the difference between Total Tier |, Tier I and Tier |11 capital and total minimum capital.

The 2.6% decrease in the ratio total capital/total risk-weighted assets from 12.0% at December 31, 2004 to 9.4% at
December 31, 2005 is attributable to the adoption of EU GAAP on January 1, 2005 (a decrease of 0.7%), the increase of
capital deductions pursuant to the introduction of regulations on financial conglomerates (a decrease of 0.7%), the repayment
of subordinated loans in 2005 (a decrease of 0.4%) and an increase in risk-weighted assets (a decrease of 0.8%).

Material Commitmentsfor Capital Expenditures
As of December 31, 2005, we had ho material commitments for capital expenditures on fixed assets.
Tabular Disclosure of Contractual Obligations

The following table presents the Group's known contractual obligations by remaining maturity for the categories
specified below at December 31, 2005.

At December 31, 2005

Payments due by maturity

lessthan between 1 between 3 morethan
1year and 3years and 5years Syears Total

(in € millions)

Long-term debts(1) 19,455 17,094 12,198 10,105 58,852
L ease obligations(2) 12 16 2 3 33
Other obligations(3) — — — — —
Guarantees(4) 15,007 3,242 1,731 1,433 21,413
Commitments(5) 18,857 5,304 7,610 2,112 33,893
Tota 53,331 25,656 21,541 13,663 114,191

(1) Long-term debt consists of senior debt securities and subordinated debt issued by the Group. See: Part B (Liabilities),
Section 3 and Part F, Section 2 of the Consolidated Financial Statements on pages F-73 and F-163, respectively and
Item 3. "Key Information—B. Selected Statistical Information—Liabilities and Funding Sources on page 50 above. It
excludes debt due to customers and debt due to banks since such debt is generally short-term in nature.

(2) Representsfinancial and operating lease obligations.

(3) Represents miscellaneous obligations.

(4) Primarily represents commercial and financial guarantees provided to public entities, banks and other financial
institutions on behalf of customers to secure loans, overdrafts and other facilities. For further details, see Part E,
Section A of the Consolidated Financial Statements at page F-122.

(5) Represents (i) irrevocable lines of credit for €26,595 million; (ii) credit derivatives for an aggregate amount of

€1,892 million, (iii) other commitments for €5,407 million. For further details, see Part B, Section 7 of the Consolidated
Financial Statements at page F-44.

Off-Balance Sheet Arrangements
Other than the off-balance sheet guarantees, lines of credit and other commitments disclosed in "Tabular Disclosure of
Contractual Obligations' above, we do not have any off-balance sheet arrangements that have or are reasonably likely to have

acurrent or future material effect on our
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financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources.
C. Trend Information

The first months of 2006 has confirmed the scenario characterized by the reinforcement of global economic growth; in
the Euro Zone that was generally accompanied by rising interest rates. Positive signs have been registered in Italy where,
after a substantially sluggish 2005, industrial output improved, with growth of companies income and orders as well asthe
acceleration of exports. In this environment the Group has pursued the goals set by the 2006-2008 Plan; the results for the
first quarter of 2006 have shown a substantial acceleration of all margins compared to those achieved in the same period of
2005, primarily thanks to the strong increase in revenues, which have benefited from the growth of operating volumes. Net
income for the three months ended March 31, 2006 increased by 55.9% compared to the corresponding period of 2005.

Through 2006 the Group expects to continue to follow the 2006-2008 Plan; this should allow afurther expansion of
operations, thanks to projects aiming at increasing both the number of customers and cross-selling. The Group expectsto aso
increase efficiency, in terms of both financial and human resources. It is expected that further benefits could be brought by
the external environment, should this scenario of reinforcement of economic growth, progress of capital markets and
improvement of confidence on the side of both companies and consumers continue.

The Group does not manage its business with regard to reported trends on a US GAAP basis. Consequently, the level of
adjustments from the application of US GAAP in current or past periods is not necessarily indicative of the magnitude or
direction of such adjustments in subseguent periods.

On the other hand there are also risks linked to the possible evolution of the economic scenario. In the past months,
world markets have registered new pressures on commaodity prices. It seems likely that economic growth may be consistent
with current levels, but afurther rise in commodity prices could affect the current phase of recovery. Also the weakness of the
US dollar against the euro may become athreat for the economic environment should the recent trend of fall in the exchange
rate continue.

D. Critical Accounting Estimates

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 International Accounting Standards ("1AS") and International
Financial Reporting Standards ("1FRS"), issued by the International Accounting Standards Board ("IASB") and endorsed by
the European Commission on December 31, 2005 on the basis of the procedure set forth in EC Regulation no. 1606/2002
("EU GAAP"), pursuant to Article 3 (1) of Italian Legislative Decree No. 38/2005. The preparation of these financial
statements requires management to apply accounting methods and policies that are based on difficult or subjective judgments,
estimates often founded 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 changesin
conditions may significantly affect the results reported in the consolidated financia statements.
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Allowancesfor Loan I mpair ment

San Paolo IMI's loan impairment provisions are established to recognize any impairment losses arising on itsloan
portfolio. A loan isimpaired when there is objective evidence that events since the loan was granted have affected expected
cash flows from the loan to the extent that it is probable that not all amounts of the principal, interest and fees will be
received. The impairment loss is the difference between the carrying amount of the loan and the present value of estimated
future cash flows discounted at the [oan's original effective interest rate.

Any adjustments to the net carrying amount (presumibile valore di realizzo) of loans are calculated taking into account
the extent of the significance of the impairment, applying an individual or a collective assessment.

The net carrying amount of impaired loans that are assessed on an individual basisisthe net present value of the
expected cash flows of capital and interest of the various exposures.

In determining the net present values of the cash flows relating to the impaired loan, the main factors considered are the
estimated future cash flows their timing and the applicable discount rate. The estimated future cash flows and their timing
(that constitute the expected repayment schedules) are determined on analytical assumptions made by the departmentsin
charge for loan assessment and, where such assumptions are not available, on lump-sum estimates based on statistics of
internal historical data and sector studies.

The applicable discount rates used to discount the estimated future cash flows (as included in the expected repayment
schedules) of impaired loans were the original effective interest rates used for medium-long term loans and the weighted
average of the rates charged on short-term loan exposures with similar contractual characteristics, maturity and risk profile.

Collective adjustments to performing loans are calculated by applying a model developed on the basis of Risk
Management methodol ogies used by banks in the Group to assess the credit impairment that it is believed to have been
incurred at the reference date, the extent of which is not known at the time of the assessment.

These write-downs, however, may be reinstated by means of write-backsin the event that the reason for such
write-downs ceases to apply or the amount recovered on the loans is higher than the original write-down recorded in the
accounting records.

Changes in the estimates and assumptions used in determining the allowance for loan impairment could have a direct
impact on the provision and could result in a change in the allowance. However, experience suggests that the estimations and
assumptions are reliable and stable.

Fair Value of Financial I nstruments

Thefair value of afinancial instrument is the amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in aforced or liquidation sale.

The fair value of financial instruments listed on active markets is represented by the related market price. As concerns
the identification of the active market, the Group uses specific rules and procedures to fix the price and verify the reliability
of the shares bought. The market price, considered representative of fair value, for assets owned by the Bank is taken at the
bid price, whilst for assets to be acquired, the market price is taken at the asking price. If the bid and asking prices are not
available, current fair value is evaluated at the price of the last transaction made. Where financial assets and liabilities are
matched in terms of market risk, reference is made to average market pricesin order to establish their fair value.
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Financial assets with more than one listing price on distinct active markets are designated at the price the Bank deems
most favorable. If no market price exists for afinancia instrument in its entirety, but only for its components, the fair valueis
calculated on the basis of the relevant market prices of the components.

For a considerable portion of the assets and liabilities held or issued by Sanpaolo IMI, market prices are not available. In
these cases, appropriate measurement techniques were employed which involved the time discounting of cash flows, using
parameters based on the market conditions prevailing at the date of the financial statements.

Since the measurement results may be significantly influenced by the assumptions made, mainly as concerns the timing
of future cash flows, the discount rates used, and the credit spread estimate methods employed, the fair value estimated would
not necessarily be realized if the financia instruments were sold immediately.

In determining the fair value of the financial instruments the following methods and key assumptions were used:

«  for debt securities owned by the Bank, the Group adopted a specific procedure for the determination of the
situations constituting an active market based on an analysis of the trading volumes, the price range and the number
of shares on the market. Where a market is not considered to be active, comparables are identified with the same
financial characteristics of the instrument or, as afinal resort, cash flows are estimated including all factors that
could influence the value of the instrument (e.g. credit risk, volatility and illiquidity);

« forfinancial (asset and liability) captions with aresidual term equal to or lessthan 18 months, fair value was
reasonably assumed to equal carrying value;

« for loans and deposits on demand, the maturity date of contractual obligations was assumed to be immediate and to
coincide with the date of the financial statements; hence fair value was taken at the carrying value;

e for medium-/long-termloans to customers, fair value was measured using internally defined measurement
techniquesinvolving the time discounting of residual contractual cash flows at current interest rates, adjusted to
take into account the credit rating of each individual borrower (or the probability of default resulting from the
rating) and loss given default;

o  forimpaired assets, fair value was taken at book value;

«  for medium-/long-term liabilities, consisting of unsecured securities or deposits, fair value was measured by time
discounting contractual cash flows at rates which the Bank, at the time of measurement, could reasonably apply on
the market of reference at the date of the financia statements for similar deposits;

«  for medium-/long-term liabilities and fixed rate, structured securities issued hedged for changesin fair value, fair
value was taken at the book value aready adjusted for the effects of hedging, on the assumption that there had been
no significant deviations in the credit spread of the issuer since origination and that there no other particular or
significant risk elements with a possible impact on fair value.

Finally, it should be noted that the parameters assumed and models used may differ from one financial institution to
another; hence where different assumptions are used, the results may significantly differ. It should further be noted that IFRS
exclude certain financial instruments (e.g. deposits on demand) and non-financial instruments (e.g. goodwill, tangible assets,
equity investments, etc.) from the fair value option, and therefore overall fair value cannot be taken as an estimate of the
economic value of the Group.
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Goodwill

The Group capitalizes goodwill arising on the acquisition of businesses. Goodwill isthe excess of the consideration paid
for an acquired entity over the fair value of the assets and liabilities acquired and the fair value of any identified intangible
assets. The determination of the fair value of assets and liabilities of businesses acquired requires the exercise of management
judgment; for example those financial assets and liabilities for which there are no quoted prices, and those non-financial
assets where valuations reflect estimates of market conditions such as property.

Goodwill is not amortized but is regularly reviewed for impairment. Goodwill is alocated to cash-generating units for
the purpose of impairment testing. An impairment loss is recorded where the recoverable amount is lower than its carrying
value. The recoverable amount isthe greater of the fair value of the cash-generating unit, net of selling costs, and the value in
use. Thevaluein use isthe present value of the future cash flows expected to be produced by the cash-generating unit and
arising on its disposal at the end of its useful life. At the consolidated level, to test for impairment, goodwill is alocated to
groups of cash-generating units that represent the lowest level within the Group at which the goodwill is monitored for
internal management purposes.

Intangible Assets

Internal costs incurred to develop software are capitalized in the financial statements as intangible assets, only upon
verification of the technical feasibility of the projects involved and their completion as well astheir ability to generate future
economic benefits. At the development stage, these assets are valued at cost, inclusive of any direct ancillary costs and any
costs relating to internal staff employed on the development. If the results of thetria testing are negative, then the costs are
charged to the statement of income.

Intangible assets arising on software developed internally or acquired externally are amortized on a straight-line basis,
starting from the date of completion and implementation, over an estimated useful life of three years. Where the recoverable
amount of such assetsis lower than their book value, the differenceis recorded in the statement of income.

Pensions

Sanpaolo IMI operates a number of defined benefit pension schemes as described in the financial statements. The assets
of the schemes are measured at their fair value at the balance sheet date. Scheme liabilities are measured using the projected
unit method, which takes account of projected earnings increases, using actuarial assumptions that give the best estimate of
the future cash flows that will arise under the scheme liabilities. These cash flows are discounted at the market rate of zero
coupon bonds, considered most representative of market performance. Resulting actuarial gains and losses are stated in a
specific valuation reserve balancing the specific asset or liability entry. In determining the value of scheme liabilities,
assumptions are made as to price inflation, dividend growth, pension increases, earnings growth and employees. Thereisa
range of assumptions that could be adopted in valuing the schemes' liahilities. Different assumptions could significantly alter
the amount of the deficit recognized in the balance sheet and the pension cost charged to the income statement.

Provisionsfor risksand charges

Provisions are made to cover estimated losses on legal disputes, including revocatory actions, the estimated amounts
payablein relation to customer disputes in respect of dealing activities in securities, other sums payable in connection with
legal or implicit obligations existing at the end of the financial year, including accruas for incentive voluntary redundancy

payments, other welfare and social contributions as well as contractua indemnities due to Private Bankers of the Group.
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The provisions made are re-examined at each balance sheet date and adjusted to reflect the best current estimates. When
it looks unlikely that resources will be needed to produce economic benefits to meet the obligation, the accrual is reversed.

Deferred income taxes

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 ableto 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.

Insurance Products

Products for which insurance risk is deemed significant include, among other things, life policies with annuity first
branch death policies and income and mixed policies with guaranteed fixed conversion rates at the time of issue, and certain
types of unit-linked policies and damage cover.

Sanpaolo IMI uses base tables of standard mortality appropriate to the type of contract being written and the territory in
which the insured person resides. These are adjusted to reflect the Group's experience, mortality improvements and voluntary
termination behavior.

E. Recent Accounting Developments
Developmentsunder |FRS

IFRS 7 ("Financial Instruments Disclosures") and an amendment to IAS 1 (" Presentation of Financial Statements') on
capital disclosures were issued by the IASB in August 2005 for application in accounting periods beginning on or after
January 1, 2007 and have been adopted by the European Commission.

IFRS 7 ("Financial Instruments: Disclosures”) replaces IAS 30 ("Disclosuresin the Financial Statements of Banks and
Similar Financial Ingtitutions") and the disclosure provisionsin IAS 32 ("Financial Instruments. Disclosure and
Presentation”). IFRS 7 requires disclosure of the significance of financial instruments for an entity's financia position and
performance and of qualitative and quantitative information about exposure to risks arising from financial instruments. The
standard is effective for financial years beginning on or after January 1, 2007. Earlier application is encouraged.

Amendment "Capital Disclosures' to IAS 1 ("Presentation of Financial Statements") requires disclosures about an
entity's capital and theway it is managed. This amendment is also effective for financial years beginning on or after
January 1, 2007. Earlier application is encouraged.

The IASB has also issued three amendmentsto IAS 39 ("Financial Instruments: Recognition and Measurement”). The
first, "Cash Flow Hedge Accounting of Forecast Intra-group Transactions', published in April 2005, amends |AS 39 to permit
the foreign currency risk of ahighly probable forecast intra-group transaction to qualify as a hedged item in the consolidated
financial statements. The amendment is effective for financial years beginning on or after January 1, 2006.

The second, "The Fair Value Option”, published in June 2005, places conditions on the option in IAS 39 to designate on
initial recognition afinancial asset or financial liability as at fair value through profit or loss. The amendment is effective for
financial years beginning on or after January 1, 2006. Earlier application was encouraged. The Group has adopted this
amendment from January 1, 2005.
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Thethird, "Financial Guarantee Contracts", published in August 2005, amends |AS 39 and IFRS 4 "Insurance
Contracts'. The amendments define afinancial guarantee contract. They require such contracts to be recorded initially at fair
value and subsequently at higher of the provision determined in accordance with |AS 37 "Provisions, Contingent Liabilities
and Contingent Assets' and the amount initially recognized less amortization. The amendments are effective for financial
years beginning on or after January 1, 2006.

In December 2005, the IASB issued amendmentsto IAS 21 "The Effects of Changes in Foreign Exchange Rates" to
clarify that amonetary item can form part of the net investment in overseas operations regardless of the currency in which it
is denominated and that the net investment in aforeign operation can include aloan from afellow subsidiary. The
amendments are effective immediately but have not been endorsed by the EU. The Group is reviewing IFRS 7 and the
amendmentsto IAS 1 and IAS 21 and those to |AS 39 that it has not implemented, to determine their effect on its financial
reporting and will be adopted by the Group for reporting in 2007. Consideration will be given in 2006 to the implications, if
any, of the following IFRIC (International Financial Reporting Interpretations Committee) interpretations issued during 2005
which first apply to accounting periods beginning on or after January 1, 2006:

* Interpretation 4—determining whether an arrangement contains a lease,

* Interpretation 5—rights to interests arising from decommissioning, restoration and environmental
rehabilitation funds,

* Interpretation 6—liabilities arising from participating in a specific market—waste electrical and
electronic equipment, and

* Interpretation 7—applying the restatement approach under IAS 29 financial reporting in hyperinflationary
economies, first applies to accounting periods beginning on or after March 1, 2006. While thisisunlikely to have
any implications for the Group, if necessary, it will be applied from January 1, 2007.

Developmentsunder U.S. GAAP
SFAS 153: Exchanges of non-monetary assets

The FASB issued SFAS 153 Exchanges of Non-monetary Assets, an amendment of APB (Accounting Principles Board)
Opinion No. 29 in December 2004. SFAS 153 provides for a general exemption from fair value measurement for exchanges
of non monetary assets that do not have commercial substance (as defined in FAS). The statement is effective for fiscal years
beginning after June 15, 2005. Sanpaolo IMI will adopt the statement from January 1, 2006. The adoption is not expected to
have amaterial impact on the Group's financial position or results of operations.

SFAS 154: Accounting changes and correctionsof errors

SFAS 154 was issued in May 2005 and is effective for accounting changes and corrections of errors made in fiscal years
beginning after December 15, 2005. SFAS 154 provides guidance on the accounting changes (voluntary and those required
by the issuance of an accounting pronouncement) and error corrections. APB Opinion No.20 previously required that most
voluntary changes in accounting principles be recognized by including in net income in the period of change, the cumulative
effect of changing to a new accounting principle. SFAS 154 establishes, unless impracticable, retrospective application of the
direct effects of the change as the required method for reporting change in accounting principlesin the absence of explicit
transition requirements specific to the newly adopted accounting principle. The correction of an error in previously issued
financial statementsis not an accounting change athough the reporting of an error correction involves adjustments to
previously issued financial statements similar to those reporting an accounting change. Sanpaolo IMI will adopt

142




the statement from January 1, 2006. The adoption of this standard will help to further align the US GAAP reporting with
EU GAAP.

SFAS 155: Accounting for Certain Hybrid Financial I nstruments

In February 2006, the FASB issued SFAS No. 155, "Accounting for Certain Hybrid Financia Instruments' (SFAS 155),
an amendment to SFAS 140 and SFAS 133. SFAS 155 permits election to measure any hybrid financial instrument at fair
value (with changesin fair value recognized in earnings) if the hybrid instruments contains an embedded derivative that
would otherwise be required to be bifurcated and accounted for separately under SFAS 133. The election to measure the
hybrid instrument at fair value is made on an instrument-by-instrument basis and isirreversible.

The statement will be effective for all instruments acquired, issued, or subject to a remeasurement event occurring after
the beginning of fiscal years that begin after September 15, 2006, with earlier adoption permitted as at the beginning of the
Group's 2006 fiscal year. Sanpaolo IMI is assessing the impact of this change in accounting in its consolidated
financial statements.

SFAS 156: Accounting for Servicing of Financial Assets

In March 2006, the FASB issued SFAS No. 156 Accounting for Servicing of Financial Assets. SFAS 156 amends FASB
Statement No. 140, Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, with
respect to the accounting for separately recognized servicing assets and servicing liabilities. The statement requires entities to
initially recognize servicing rights at fair value and subsegquently measure them either at fair value or amortized cost.
Subsequently, entities may elect to measure separately recognized servicing assets and liabilities using the current
amortization method or at fair value, with changes in value recognized in current period earnings. The fair value election is
irrevocable and must be applied on a class-by-class basis. Sanpaolo IMI is evaluating the potential impact of the fair value
election, but otherwise plans to adopt the initial recognition provisions and the statement's other requirements as of
January 1, 2006.

FSP FAS 115-1 and FAS 124-1 The Meaning of Other-Than-Temporary Impairment and Its Application to
Certain Investments

This FSP was issued in November 2005, nullifies the guidance in EITF 03-1 The Meaning of Other-Than Temporary
Impairment and Its Application to Certain Investments and addresses the determination as to when an investment is
considered impaired, whether the impairment is other than temporary, and the measurement of any impairment loss. An
investment is deemed impaired if the fair value of the investment is less than cost. Thisimpairment is either temporary or
other than temporary but not permanent. If the impairment is other than temporary, an impairment loss equal to the difference
between the investment's cost and fair value is recognised. The fair value becomes the new cost base and is not adjusted for
any recoveriesin value. This FSPis applicable to the first reporting period beginning after December 15, 2005. Sanpaolo IMI
will adopt this FSP from January 1, 2006. Adoption of this FSPis not expected to have a material impact on Sanpaolo IMI's
US GAAP financial statements.

ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. Directorsand 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.
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The mandate of the Board of Directors will expire at the general shareholders meeting called to approve the financial
statements for the year ended December 31, 2007.

The following table sets forth the names, position and year of appointment of the members of the Board of Directors of
Sanpaolo IMI.

Name Age  Position Appointed
Enrico Salza 69 Chairman 1998 (1)
Maurizio Barracco 62 Director 2004
Pio Bussolotto 70 Director 2002
Giuseppe Fontana 52 Director 1998
Ettore Gotti Tedeschi 61 Director 2004
Alfonso lozzo 63 Managing Director 2001
Virgilio Marrone 59 Director 1998
Iti Mihalich 74 Director 1997
Anthony Orsatelli 55 Director 2003
Emilio Ottolenghi 74  Director 1995
Orazio Rossi 74 Deputy Chairman 2002
Gian Guido Sacchi Morsiani 71 Director 2002
Alfredo Saenz Abad 63 Director 2004
Mario Sarcinelli 72 Director 2004

L eone Sibani 69 Director 2004
Alberto Tazzetti 58 Director 2004
Jose Manuel Varela 59 Director 2004

(1) Appointed Chairman in 2004.

For adiscussion of the election of the Board of Directors, see: Item 7. "A. The Mgjor Shareholders—Agreements
Among Shareholders' on page 169 below.

General Manager and Senior M anagement
On November 12, 2004 the Board of Directors of Sanpaolo IMI nominated Mr. Pietro Modiano as General Manager.

On November 29, 2004 the Board of Directors of Sanpaolo IMI defined the powers of the General Manager. Such
powers are to be exercised within the context of the strategies, and plans determined by the Board of Directors of Sanpaolo
IMI. Furthermore, the General Manager has the power to delegate his powers and is required to report quarterly to the Board
of Directors of Sanpaolo IMI.

The General Manager is the head of the operating and executive structure of Sanpaolo IMI and is responsible for the
Commercial Banking Business Sector. Including the banking networksin Italy and abroad. Furthermore, the General
Manager is responsible for the specialist companies operating in specific markets, territories and businesses such as public
entities (Banca OPI), investment banking (Banca Imi), private equity, consumer credit (Neos Banca), |leasing (Sanpaolo
Leasint) and tax collection (Gest Line).

The General Manager has aso in relation to the granting of loans, powers, Group guarantees to financial ingtitutions,
financial risk management and control, recovery of loans, legal proceedings on non-recovered assets and liabilities,
administration procedures against Parent Bank and costs, as well as powers in matters concerning personnel and structures
within the context of the frameworks approved by the administrative bodies. The General Manager has all the powers
necessary for the ordinary
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management of the Parent Bank and formulates proposals for the Board of Directors and the Executive Committee.

On December 3, 2004 Mr. Modiano was aso nominated chairman of Banca IMI, amaterial subsidiary of the
Parent Bank.

The following table sets forth the members of the senior management (the " Senior Managers") of Sanpaolo IMI as of the
date of thisannual report, their age, positions with Sanpaolo IMI and year of appointment.

Name Age  Position Appointed
Alfonso lozzo 63 Managing Director 2001
Pietro Modiano 54 Genera Manager 2004
Bruno Picca 56 Head of Finance and Administration Department 2004
Pier Luigi Curcuruto 56 Head of MOI Department 2000
Aldo Gallo 57 Head of Audit Department 1999
Maurizio Montagnese 50 Head of Group Personnel and Organization Department 1999
Bruno Mazzola 58 Head of Shareholdings Investments Department 2004
Piero Luongo 51 Head of General and Legal Affairs Department 2001
Davide Alfonsi 42 Head of Risk Management Function 2005
LuciaAriano 52 Head of Group Management Control Department 2005
Giuseppe Cuccurese 51 Head of Foreign Department 2005
Doriano Demi 55 Head of Asset Management and International Private Banking 2005
Carla Patrizia Ferrari 49 Head of Public Company and Agencies Department 2005
Carlo Ricordi 59 Head of Distribution Coordination Department 2005
Eugenio Rossetti 49 Head of Lending Department 2005
Giorgio Spriano 48 Head of Planning Department 2005
Lorenzo Stanca 43 Head of Operative Strategies Department 2005
Sebastiano Strumia 44  Head of Corporate Department 2005
Filippo Vecchio 40 Head of Group Externa Relations 2005
Giovanni Viani 45 Head of Retail and Private Department 2005
Mario Greco 45 Managing Director of Eurizon Financial Group 2005

On April 4, 2005 the Board of Directors of Sanpaolo IMI appointed Mr. Mario Greco as Managing Director of
Assicurazioni Internazionali di Previdenza and as member of the Board of Directors and Executive Committee of Banca
Fideuram. The choice of Mario Greco was in the context of strengthening the Group's insurance business in line with the
objective of preparing for the important challenges in the sector. On July 5, 2005 the Board of Directors of Sanpaolo IMI
nominated Mr. Mario Greco as the head of Saving and Pensions—one of the three Business Areas in which the Group's
activities were structured—and approved a devel opment project with the aim of satisfying the emerging needs of customers
for advice in protecting savings and personal pensions in the most efficient manner.

Biographical Data

Thefollowing 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. Heis 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, aswell as adirector of Compagnia di San Paolo. He was chairman of the conference center "Torino
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Incontra”, and is 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., president of SAEL ItaliaS.p.A. and
director of RCS Editori S.p.A. from 1984 to 2002, heis currently director of RCS Daily Newspapers S.p.A. From 2000 he has
been managing director of Arin group and chairman of consorzio Acqua Blu.

Pio Bussolotto, Managing Director of Sanpaolo IMI from 2002 to 2004, was also managing director of Cardine Banca,
Cassadi Risparmio di Padova e Rovigo and Casse Venete Banca. Since 2001 he is amember of the board of directors of
Fondo Interbancario di Tuteladei Depositi. He was a director of Camera di Commercio Industria Artigianato e Agricolturadi
Padova and of Mediovenezie Banca.

Giuseppe Fontana is an entrepreneur, heading the holding of gruppo Fontana, international |eader 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.

Ettore Gotti Tedeschi is senior country representative of SCH, 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 Cattolicadi Milano and is adirector of the Cassa di
Depositi e Prestiti.

Alfonso |0zzo, Managing Director, has spent his professional career at Sanpaolo, where he entered in 1961. He was Head
of the Research Department, then of 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
Compagniadi San Paolo, an office which he left upon being nominated to his current role in the bank.

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 IFlI S.p.A. On May 25, 2006, the Board of Directors of IFI S.p.A. nominated Mr. Marrone managing
director and general manager. He is also director of Fiat S.p.A. and 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 of
Friulcassa, Sara Assicurazioni S.p.A. and SaraVitaS.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 Ixisin 2003. In 2003 he has been appointed as member of the Committee of Caisse Nationale des Caisses
d'Epargne, with responsibility for Financing and Capital Market activities.

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, isacommercia 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
amember of the board of directors of the Associazione frale Casse di Risparmio Italiane and a member of the executive
committee of the
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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.l. He was the chairman and deputy chairman of Cardine Banca. He has been chairman of Cassadi Risparmioin
Bologna since 1980. He is chairman of Neos Banca.

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 SCH, becoming in 2002 deputy chairman and managing director. Heisalso 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 "L a Sapienza' (Rome) university and Luiss university.

Leone Shani is chairman of Sanpaolo IMI Private Equity (since 2002) and is adirector of Banca Popolare dell'Adriatico
(since 2003) and Sanpaolo IMI Internazionale (since 2002). Heis also a director of Compagnia Assicuratrice Unipol S.p.A.
and director of the Associazione per [o Sviluppo degli Studi di Banca e Borsa.

Alberto Tazzetti is amember of the general board of Compagniadi San Paolo, a partner and chairman of Sicurezza
Lavoro Sir.l. aswell as director of the Centrale del Latte di Torino Spa. He is also amember of the Comitato Esecutivo della
Piccola Industria and member of the Consiglio Direttivo of 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. Since 1987 he has worked for SCH, where
heis responsible for the European Division, Consumer Banking in Europe and Strategic Alliances.

The following is selected biographical data of the General Manager and the other Senior Managers (other than of
Mr. lozzo whose selected biographical datais presented above):

Pietro Modiano is Sanpaolo IMI's General Manager. Before joining the Group in 2004, he had been, since
October 2000, deputy general manger of the Unicredit group and was responsible for the corporate banking division as chief
executive officer of the Unicredit Banca d'Impresa and chief executive officer of UBM, respectively, the corporate and
investment bank of the Unicredit group. He began his career with Credito Italiano in 1977 in the planning and economic
research department. Mr. Modiano has also been a member of the board directors of a number of leading Italian companies
and is currently a member of the board of directors of the Italian Banking Association.

Mario Greco was appointed Chief Executive Officer and General Manager of Assicurazioni Internazionali di
Previdenza S.p.A. in April 2005 with responsibility for the "Savings and Pensions’ of the Sanpaolo Imi Group. From 1998
until March 2005 he had been chief executive officer of RAS S.p.A., which he entered in 1995. He began his career in
McKinsey & Company, where he became partner in 1992, after graduating in Economics from Rome University and
obtaining a Master's degree in International Economics and Monetary Theory from Rochester University (U.S.A.). Heis
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board member of Banca Fideuram and Universo Servizi, as well as Chairman of Egida. In addition, Mr Greco serves on the
board of directors of Fastweb and Indesit.

Bruno Picca is responsible for the Finance and Administration Department and, as such, has the functions of Chief
Financial Officer. Mr. Picca pursued his career within Sanpaolo IMI, holding various positionsin different sectors including
Financial Control and Planning.

Pier Luigi Curcuruto isresponsible for the integrated operation vehicle MOI. He has pursued his professional career
with various companies, including Italtel, System & Management, EDS Europa and Banca Popolare di Milano.

Aldo Gallo isresponsible for the Audit Department having pursued his career within Sanpaolo IMI covering various
positionsin different sectors.

Maurizio Montagnese is responsible for the Group Personnel and Organization Department. Previously he held similar
positions in Unicredito, Cassa di Risparmio di Veronaand Olivetti.

Bruno Mazzola is responsible for Shareholdings Investment Department having pursued his career within Sanpaolo IMI
holding various positions in subsidiaries of the Parent Bank.

Piero Luongo isresponsible for the General, Legal and External Affairs Department. Prior to the merger of Sanpaolo
and IMI he pursued his professional career in IMI covering various positions.

Davide Alfonsi is the head of Risk Management function having pursued his career within Sanpaolo IMI covering
various positions subsidiaries of the Group. Previously he gained relevant experience at Arthur Andersen in the Finance area
with particular reference to risk management sector.

Lucia Ariano is head of the Group Management Control Department. She has pursued her career within Sanpaolo IMI,
holding various positions in different sectors and countries.

Giuseppe Cuccureseis head of the Foreign Department having pursued his career within Sanpaolo IMI, holding various
positions as chief of New Y ork and Nassau branches and then of the foreign network.

Doriano Demi is chief of the Asset Management and International Private Banking, having pursued his career within
Sanpaolo IMI, holding increasing responsibilities in subsidiaries of the Parent Bank. Previously he gained relevant experience
in the finance area.

Carla Patrizia Ferrari is head of the Public Companies and Agencies Department, General Manager of Banca OPI and
CEO of S.In.Loc. and Fin. Opi S.p.a. She has pursued her career within Sanpaolo IMI, holding various positions in different
sectorsincluding Studies and Strategies Department. Previously she gained relevant experience in the European Community.

Carlo Ricordi ishead of the Distribution Coordination Department having pursued his career within Sanpaolo IMI
covering various positions in different sectors including Group Commercial Coordination.

Eugenio Rossetti is chief of the Lending Department. He held considerable responsibilities in different sectors of the
Group such as head of the Large Groups Department and General Manager of Imibank Lux.

Giorgio Spriano is the head of the planning department. He has pursued his career within Sanpaolo IMI, holding various
positions in different sectors and countries, including investor relations and Corporate Devel opment.

Lorenzo Sanca is the head of the operative strategies department. He joined SanPaololmi from UniCredit where he
headed the fixed income markets department of the Investment Bank of the
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Group—UBM and where he gained considerable experience in the research department at Credito Italiano.

Sebastiano Srumia is the chief of the Corporate Department. Until July 2005 he held various responsibilitiesin
Unicredit Group including heading the Corporate Finance Department.

Filippo Vecchio isthe chief of Group External Relations. Previously he held positions of responsibility in UTET
Publishing Group and in the press office of the Prime Minister of the Italian government.

Giovanni Viani isthe head of the Retail and Private Department. Previously he held considerable responsibilitiesin
McKinsey as Director, gaining considerable experience in banking and insurance sectors with particular reference to strategy,
marketing and organizational development.

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 Directors in banking, financial and insurance companies.

Director

Office

Company

Enrico Salza

Maurizio Barracco Director R.C.S. Quotidiani Sp.A.

Sole Director ARIN—AZzienda Risorse Idriche Napoli S.p.A.
Pio Bussol otto Director Cassadi Risparmio di Padova e Rovigo S.p.A.

Director Cassadi Risparmio di Firenze S.p.A.

Director Bancadelle Marche S.p.A.

Director Assicurazioni Iternazionali di Previdenza S.p.A.
Giuseppe Fontana Director Banca Popolare di Sondrio

Director Banca Fideuram S.p.A.
Ettore Gotti Tedeschi Chairman Santander Consumer Bank S.p.A.

Deputy Chairman Alerion Industries

Director Cassa Depositi e Pretiti

Director Endesa [talia S.p.A.
Alfonso lozzo Chairman Banca OPI S.p.A.

Director Assicurazioni Internazionali di Previdenza S.p.A.
Virgilio Marrone Managing Director and IFl Sp.A.

General Manager

Director Fiat S.p.A.

Director Exor Group—L uxembourg

Managing Director
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Iti Mihalich

Anthony Orsatelli

Emilio Ottolenghi

Orazio Rossi

Gianguido Sacchi Morsiani

Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman

Chairman

Chairman
Chairman
Chairman

Deputy Chairman
Director

Director

Director

Membre du Directoire

Membre du Conseil de

Surveillance

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

Chairman

Chairman
Director
Director

Chairman
Chairman

Chairman

Chairman
Director
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Societd Reale Mutua di Assicurazioni

BancaReale S.p.A.

Rem Assicurazioni S.p.A.

Reale Immobili

Blue Assistance

La Piemontese Assicurazioni S.p.A.
LaPiemontese VitaS.p.A.
Compagnialtaianadi Prev., Ass.ni e Riass.ni
ICT Immobiliare S.p.A.

Reale Seguros Generales SA.
Reale Vida S.A.—Compania de Segurosy
Reaseguros S.A.

Union Asseguradora, Sociedad Anonima de Seguros
Generales

Reale Sum—Agrupacion de I nteres Economico
Inmobiliaria Grupo Asegurador Reale S.A.
Immobiliare Nirasole S.p.A.

AlaAssicurazioni S.p.A.

Sara Assicurazioni S.p.A.

SaraVitaS.p.A.

Humanities S.p.A.

Caisse Nationale des Caisses d'Epargne S.A.
Sogeposte S.A.

Nexgen Financial Holding Limited
Nexgen Re Limited

CDC Ixis AM US Corporation
Euroclear Plc.

CDC Ixis Financial Guaranty North Americalnc.

VisSp.A.

LaPetroliferaltalo Rumena S.p.A.
Argus Fund S.A.

Sapir S.p.A.

Cassa di Risparmio di Padova e Rovigo S.p.A.
Sanpaolo IMI Internazionale S.p.A.

Neos Banca S.p.A.

Gest Line S.p.A.

CNC Consorzio Nazional e Concessionari
Servizio Riscossione Tributi




Afredo Saenz Abad

Mario Sarcinelli

Leone Sibani

Alberto Tazzetti

Jose Manuel Varela

Board of Statutory Auditors

The Board of Statutory Auditors was renewed by the general shareholders meeting of April 29, 2005. The statutory
auditors were elected for a three-year term and their mandate will expire at the general shareholders' meeting called to
approve the financial statement for the year ended December 31, 2007.

The following table sets forth the names, the age and the position of the current statutory auditors of Sanpaolo Imi:

Name

Vice Presidente Segundo Y
Consejero Delegado
Deputy Chairman

Deputy Chairman
Chairman

Consgjero

Director

Director
Director

Chairman
Director
Director
Director

Chairman
Director

Director
Director
Director
Director
Director
Director
Director
Director

Banco Santander Central Hispano SA.

Santander Central Hispano Investment S.A.
Compania Espanola de Petroleos S.A.
Banco Banif SA.

France Telecom Operadores de
Telecomunicaciones SA.

InaVitaSp.A.
Cassa Depositi e Prestiti S.p.A.
Data Management S.p.A.

Sanpaolo IMI Private Equity S.p.A.

Sanpaolo IMI Internazionale S.p.A.
Banca Popolare dell'Adriatico S.p.A.
Biesse Sp.A.

Sicurezzal avoro Sir.l.
Centrae del Lattedi Torino & Co. S.p.A.

Santander Consumer Finance S.A.

Santander Consumer Elcon Finans A.S.—Norway
Santander Consumer PTF Bank S.A.—Poland
Santander Consumer CC—Bank AG—Germany

Santander Consumer Bank S.p.A.
I nterbanco—Portugal
CC—Credit R.T.—Hungary
Banque Commerciale du Maroc

Maurizio Dallocchio
Aureliano Benedetti
Gianluca Ferrero
Augusto Franchini
Paolo Mazzi

Carlo Pavesio

Paolo Piccatti

The statutory auditors were el ected through the voting list and in observance of a procedure which envisages the timely

Age Position
48  Chairman of Board of Auditors
70  Auditor
42  Auditor
66  Auditor
59  Auditor

60  Alternate Auditor
49  Alternate Auditor

publication of the candidacies and ensures a representation of representatives of
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minority shareholders (see: Item 6. "Directors, Senior Management and Employees—C. Board Practices—Comparative
Analysis between NY SE Corporate Governance Standards and Sanpaolo IMI Corporate Governance Practice” on
page 160 below).

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.

The Board of Statutory Auditorsis called upon to supervise the observance of applicable laws and the Articles of
Association, the observance of principles of correct management and the adequacy of the organizational structure, for the
areas of competence, of theinternal control system and the Parent Bank's administrative-accounting system, as well asthe
adequacy of the provisions given by the Parent Bank to its subsidiariesto fulfill the communication and information
obligations provided for by law. As specified below 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 (see: "C. Board Practices—Comparative Analysis between NY SE Corporate
Governance Standards and Sanpaolo IM| Corporate Governance Practice" on page 160 below).

The general meeting of shareholders held on April 29, 2005 set the yearly compensation for the newly appointed
members of the Board of Statutory Auditors at €100,000 for the Chairman of the Board of Statutory Auditors and at
€65,000 for each of the Statutory Auditors.

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 shareholders meeting that approves the annual financial statements. The resolution of the
general shareholders meeting authorizing such appointment must be furnished to CONSOB together with the Board of
Statutory Auditors' opinion on the appointment. 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 shareholders meeting 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
of April 29, 2004.
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B. Compensation

The following table sets forth the compensation paid to or accrued by the Directors, the General Manager and the

Statutory Auditors of Sanpaolo IMI for the year ended December 31, 2005:

Remuneration
for the function Bonuses and
Expiration  in Sanpaolo Non-monetary other Other
Name Function Period in office  of Office(*) IMI benefits incentives(1) compensation(2)
(thousands of €)
Directorsand General
Manager
Salza Enrico Chairman of the Board  January 1, 2005- 2006 959 — 80 —
of Directors(3) December 31, 2005
Rossi Orazio Deputy Chairman of January 1, 2005- 2006 711(a) — 87 @
the Board of December 31, 2005
Directors(3)
lozzo Alfonso Managing Director(3)  January 1, 2005- 2006 1,359 — 1,944 (b)
December 31, 2005
Modiano Pietro General Manager January 1, 2005- 2006 1,250 32 1,800 (c)
December 31, 2005
Barracco Maurizio Director January 1, 2005- 2006 64 — 73 —
December 31, 2005
Bussolotto Pio Director(3) January 1, 2005- 2006 74 — 174(d) 174
December 31, 2005
Fontana Giuseppe Director January 1, 2005- 2006 88 — 120 44
December 31, 2005
Gotti Tedeschi Ettore  Director(3) January 1, 2005- 2006 74 — 174 —
December 31, 2005
Marrone Virgilio Director January 1, 2005- 2006 67 — (e) —
December 31, 2005
Mihalich Iti Director January 1, 2005- 2006 66 — 154 —
December 31, 2005
Orsatelli Anthony Director January 1, 2005- 2006 63 — 40 —
December 31, 2005
Ottolenghi Emilio Director(3) January 1, 2005- 2006 74 — 207 —
December 31, 2005
Sacchi Morsiani Gian ~ Director(3) January 1, 2005- 2006 74 — 207 145
Guido December 31, 2005
Saenz Abad Alfredo Director January 1, 2005- 2006 62 — 47 —
December 31, 2005
Sarcinelli Mario Director January 1, 2005- 2006 67 — 80 —
December 31, 2005
Sibani Leone Director January 1, 2005- 2006 65 — 80 113
December 31, 2005
Tazzetti Alberto Director January 1, 2005- 2006 65 — 80 —
December 31, 2005
Varela Jose Manuel Director(3) January 1, 2005- 2006 73 — 174 —

December 31, 2005
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Statutory Auditors

Dallocchio Maurizio Chairman of Statutory ~ April 30, 2005- 2007 102(f) — — 63(f)
Auditors December 31, 2005
Statutory Auditor January 1, 2005-
April 29, 2005
Benedetti Aureliano Statutory Auditor January 1, 2005- 2007 72 — — 62
December 31, 2005
Ferrero Gianluca Statutory Auditor April 30, 2005- 2007 50 — — —
December 31, 2005
Franchinl Augusto Statutory Auditor April 30, 2005- 2007 51 — — 13
December 31, 2005
Mazzi Paolo Statutory Auditor January 1, 2005- 2007 76 — — 42
December 31, 2005
Peolillo Mario Chairman of Statutory ~ January 1, 2005 2004 36 — — 57
Auditors
Vitali Enrico Statutory Auditor April 29, 2005 2004 22 — — —

(*) Dateof Shareholders Meeting called to approve the financial statements for that financial year.

(1) Thisincludes:

« for the Chairman and Deputy Chairman, the remuneration is related to the net consolidated income for the year 2004, divided in proportion to their
participation in the meetings of the board—while both serving as Deputy Chairman—at meetings held up to April 29, 2004, on the basis of aresolution
of the Board of Directors following the approval of the financia statements for 2004. The Board of Directors meeting of May 11, 2004 and that of
February 22, 2005 set an all-inclusive fixed annual remuneration for the President and Vice President for the year 2005;

« for the Managing Director and Chief Executive Officer, the variable part of the remuneration for 2005 in relation to the achievement of the set
objectives related to Group's performance and Share price. With regard to the Chief Executive Officer, the amount to be paid is limited to a quota of
50% with the remaining quotato be paid by the end of May 2008 on condition that the working relationship continues;

« for the Directors, the remuneration is related to the net consolidated income for the year 2004, divided in proportion to their participation in the
meetings of the board held during the year, on the basis of aresolution of the Board of Directors following the approval of the financia statements for
2004. For the year 2005, the amount due totals €2,113,000, calculated in relation to the profitability and to the results of the Group for the year 2005.
Since the distribution to each member will be made after the Shareholders Meeting to approve the 2005 financial statements, such consideration will
be reported in the table attached to the financial statements for the year 2006.

(2) Remuneration matured with other companies of the Group.

(3) Members of the Executive Committee.

(@ Including remuneration for the position in the Parent Bank and positions in Group companies as representative of the Parent Bank
(€216,000 from Cassa di Risparmio di Padova e Rovigo S.p.A. and €51,000 from Sanpaolo IMI Internazionale S.p.A.).

(b)  €472,000 paid to the Parent Bank.
(c) €161,000 paid to the Parent Bank.

(d)  Variable part attributed in relation to participation at meetings since April 29, 2004: previously, the person held the office of Managing Director,
which carried al-inclusive remuneration.

(e) Inaddition to the amount shown in the table €160,000 in bonuses and other incentives (relating to the variable part of remuneration for 2004)
paid to |Fl SpA.

(f)  Including remuneration for the office of Statutory Auditor from January 1, 2005 to April 29, 2005 and Chairman of Statutory Auditors from
April 30, 2005 to December 31, 2005.

The aggregate compensation for the year ended December 31, 2005 for the General Manager Pietro Modiano was of
€3.082 million. Such compensation includes €0.9 million payable at the end of May 2008 subject to the continuation of the
working relationship.
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The aggregate compensation for the year ended December 31, 2005 for the Senior Managers, other than Alfonso |0zzo
and Pietro Modiano (whose compensation is disclosed, respectively, in the table above and in the preceding paragraph),
holding such positions as of December 31, 2005 was of approximately €9.987 million. Such amount includes 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 €3.061 million.

Sanpaolo IMI pays annual bonuses to the Senior Managers 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 Senior Manager.

Stock option plansfor the year ended December 31, 2005

The shareholders’ meeting, held on July 31, 1998 authorized the Board of Directors to introduce stock option plansin
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:

e aplan, 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;

e aplan, 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 astrike 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 plansin 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:

e onDecember 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, 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 January 25, 2005 the Board of Directors postponed the expiration of this stock option plan to
May 15, 2007;

e on November 14, 2005, the Board of Directors approved a new stock option plan, with the goal of sustaining the
2006-2008 Business Plan and of encouraging management activities aimed at reaching three year objectives and a
further increase in the share price. 9,650,000 options where assigned to 48 Group executives, who occupy key
positions, with strong influence on strategic decisions aimed at achieving the objectives of the 2006-2008 Business
Plan, the option has an exercise price of €12.3074 per Share after the issue of the dividend for 2008 and expired on
April 30, 2012.

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 plan
provides for the assignment of 450,000 options each to Rainer Stefano Masera, Alfonso 10zzo and Luigi Maranzana, and
300,000 options to Pio Bussolotto, exercisable after the issue 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. The strike priceis €
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12.6244 per Share. On January 25, 2005 the Board of Directors postponed the expiration of this stock option plan to
May 15, 2006.

Average
exercise Market

Number of Shares price€ price €
Development of stock option plansin 2005
Options at January 1, 2005 16,523,270 10.6955 10.600(a)
Options exercised in 2005 (7,694,500) 7.3373 —
Options expired(b) (3,093,270) 16.4557 —
Options expired in 2005 (c) (80,000) 10.6242 —
Options assigned in 2005 9,650,000 12.3074 —
Options at December 31, 2005 15,305,500 12.2362 13.201(d)

Of which: exercisable at December 31, 2005 — — _

(8 Market price at December 30, 2004.
(b) Options no longer exercisable because of expiry.
(c) Optionsno longer exercisable following termination of employment.

(d) Market price at December 30, 2005.

Options Assigned as of December 31, 2005 Options Exercisable as of

Minimum Residual Expiration Period December 31, 2005
Exercise Prices May 2004- May 2004- May 2005- May 2009- Average Residual
(€ per Share) M ar ch 2006 May 2006(1) May 2007(2) April 2012 Total Total Expiration Period
12.7229 3,420,000 — — — 3,420,000 — —
12.6244 — 1,650,000 — — 1,650,000 — —
7.1264 — — 585,500 — 585,500 — —
12.3074 — — — 9,650,000 9,650,000(3) — —
Total 3,420,000 1,650,000 585,500 9,650,000 15,305,500 — —

(1) Original deadline of March 2006 postponed to May 2006 by the Board of Directors on January 25, 2005.
(2) Origina deadline of March 2007 postponed to May 2007 by the Board of Directors on January 25, 2005.

(3) 4,700,000 options assigned to executives with strategic responsibilities.
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.

Remuneration and Personnel Policies Technical Committee

As specified in Item 4. "Information on Sanpaolo IMI—C. Business Overview—Italian Banking Regulation and
Corporate Governance Principles—Corporate Governance' on page 91 above, the Code recommends the constitution within
the board of directors of certain technical committees.

The Remuneration and Personnel Policies Technical Committee is a committee of the Board of Directors for 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 into
account any employment
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or assignment in subsidiaries of the Parent Bank. The Remuneration and Personnel Policies Technical Committee considers
in depth the issues concerning the definition of the general strategies for senior management remuneration and management
policies at Parent Bank and Group level, as well asthe approval and modification of the general arrangements concerning
employment relationships.

In 2005, the Remuneration and Personnel Policies Technical Committee met 7 times. As of the date of this annual report,
the Remuneration and Personnel Policies Technical Committee consists of the following three non-executive Directors one of
which (Mr. Tazzetti) is an independent Director:

Iti Mihalich (Chairman)
Alfredo Saenz Abad
Alberto Tazzetti

The Managing Director and the General Manager take part in the meetings of the Remuneration and Personnel Policies
Technica Committee.

Committee for Internal Control and Internal Audit Department

The Committee for Internal Control (comitato per il controllo interno) has been formed pursuant to the Code. As
discussed below, the Committee for Internal Control is a different body from the Board of Statutory Auditors.

The Committee for Internal Control consists of the following non-executive Directors:

Giuseppe Fontana (Chairman)

Maurizio Barracco (since January 24, 2006)
Virgilio Marrone (until January 24, 2006)
Mario Sarcinelli

Messrs. Fontana, Baracco and Sarcinelli are independent directors. Mr. Marrone holds executive positionsin 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 IM1. Because he holds such executive positions, he is not considered to be an
independent Director. The Managing Director, the General Manager and the Chairman of the Board of Statutory Auditors, as
well as the Heads of the Finance and Administration Department and of the Audit Department in their respective capacities,
take part in the meetings of the Committee for Internal Control.

The Committee for Internal Control normally meets monthly; in 2005, the Committee for Internal Control met 12 times.
The Committee for Internal Control analyzes the issues and the relevant policiesin order to assess, in the context of its
evaluation of the Group's internal control system, issues which should be further investigated. The Committee for Internal
Control 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 Committee for Internal Control:

e  assiststhe Board of Directorsin itsrole 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;

e evauatesthe work plans prepared by internal control and receivestheir periodical reports;
e 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
financia statements;
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e evauatesthe proposals formulated by the independent auditors in connection with their responsibilities, aswell as
the work plan set out for the audit of the financial statements and the results contained in the audit report and | etter
to management;

e maintains close contact with the Board of Statutory Auditors, through the participation of its Chairman at meetings
of the Board of Directors, so asto alow reciprocal and timely exchange of information on the internal
controls system;

e reportsto 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 Committee for Internal Control and the adequacy of the system of
internal controls of the Group;

e carriesout any further tasks assigned to it by the Board of Directors, particularly in relations with the
independent auditors;

o preliminarily evaluates relevant transactions with related parties.

The Commiittee for Internal Control also undertakes the responsibilities and functions relating to it as a regulatory body
pursuant to legislative decree no. 231 of 2001 relating to the administrative responsibility of companies and presents a
specific annual report on its activities to the Board of Directors. On January 24, 2006 the Board of Directors of Sanpaolo IMI
resolved to update the composition and operation of the Committee as regulatory body in order to reinforce the requirements
of independence and autonomy of judgment of the same and also decided to nominate three supplementary
members—Alberto Abbate, Oreste Cagnasso and Enrico Fioravanti—selected from individuals external to the Company who
possess the requisites of integrity and independence and of professional knowledge.

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 reviseits regulatory instructions on matters of internal
control. This approach, which reflects international developments, establishes a set of genera principles for banks to comply
with; in addition to alimited 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 controlsinvolving formal checks and a series of control subsystems to monitor the various types of risks.

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 thistask 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 limitsin 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.
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The Internal Audit Department reports on its activities on a quarterly basis to the Board of Directors, aswell asto the
Committee for Internal Control. Furthermore, there are regular, continuous contacts between the Internal Audit Department
and the other control bodies including the Board of Statutory Auditors. Thereis 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.

Comparative Analysis between NY SE Cor porate Gover nance Standards and Sanpaolo IM1 Corporate
Governance Practice.

Duetoitslisting on MTA in Milan and on the NY SE since 1998, Sanpaolo IMI has progressively improved its 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 private issuers.

Asaresult, its framework is similar in many respects to, and provides investor protections that are comparable with, the
corresponding rules of the NY SE. Nevertheless, important differences remain. Pursuant to Section 303 A of the NY SE Listed
Company Manual, Sanpaolo IMI, as aforeign private issuer, is permitted to follow Italian corporate governance practice.
Nevertheless, under the NY SE listed company manual, Sanpaolo IMI isrequired to comply with certain requirements
concerning the following: (i) the appointment of an audit committee that satisfies the requirements of Rule 10A-3 under the
Exchange Act, (i) certain certification requirements and (iii) the disclosure of the waysin which its corporate governance
practices differ from those followed by U.S. companies under NY SE listing standards.

As required by the NY SE, we provide below a brief summary of the significant differences between our corporate
governance practices as an issuer incorporated in Italy and those required of U.S. companies under NY SE listing standards.

Audit Committee. U.S. companies listed on the NY SE are required to establish an audit committee that satisfies the
requirements of Rule 10A-3 ("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. See also: Item 16A. "Audit Committee Financial Expert" on page 212
below. Moreover, the NY SE listed company manual provides for additional requirements which only U.S. issuers must
comply with. Among others, the audit committee (whose purpose must be addressed in a written charter) should have the
responsibility for: (i) assisting the board of directors to oversee the integrity of the company's financia statements and
compliance with legal and regulatory requirements; (ii) assisting the board of directors to monitor the independent auditors
qualifications and independence and the performance of the company's internal audit department and independent auditors;
(i) discuss with management and the independent auditors the company's annual audited financial statements and discuss
policies with respect to risk assessment and risk management.

Under Rule 10 A-3 and the relevant regulations issued by the U.S. Securities and Exchange Commission (the "SEC"),
Sanpaolo IMI, as aforeign private issuer, was required to be fully compliant with the applicable regulations concerning the
Audit Committee by July 31, 2005. In this regard, the SEC provided certain regulations for foreign private issuers that take
into account the different legal framework and corporate governance standards related to the home jurisdictions of the foreign
private issuers. In particular, the SEC sets forth a general exemption from compliance with all the audit committee
requirements if the foreign private issuer meets specific requirements concerning, among others, the corporate governance
model, the main features of the body appointed as audit committee and the independence requirement. Asfor the tasks and
functions reserved to the audit committee, the SEC regulations require that the board of statutory auditors, in accordance with
any applicable home
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country legal or listing requirements or the issuer's governing documents, is responsible, to the extent permitted by law, for
the appointment, retention and oversight of the work of any registered public accounting firm engaged (including, to the
extent permitted by law, the resolution of disagreements between management and the auditor regarding financia reporting)
for the purpose of preparing or issuing an audit report or performing other audit, review or attest services for the issuer. Other
requirements, such as the complaint procedures requirement, advisors requirement and funding requirement, apply to the
board of statutory auditors, to the extent permitted by law.

In accordance with the general exemption provided by the SEC regulations (Rule 10A-3 (c) (3)), Sanpaolo IMI decided
to grant the role and functions of Audit Committee to its Collegio Sndacale (Board of Statutory Auditors, see: Item 6.
"Directors, Senior Management and Employees—A. Directors and Senior Management” on page 144 above). In this regard,
Sanpaolo IMI had adopted all the internal organizational measures in order to be in compliance with the above rules by the
end of July 2005.

Pursuant to mandatory Italian laws and regulations, the Board of Statutory Auditorsis required to exercise a specific
control function. According to Italian corporate law, the Board of Statutory Auditors must be composed exclusively of
independent outsiders (neither directors, nor their family members, nor executive officers nor employees) appointed by the
shareholders meeting. All the members of the Board of Statutory Auditors must meet certain integrity and experience
requirements under applicable regulations. Based on Sanpaolo IMI's bylaws, which reflect Italian law provisions, two
members of the Board of Statutory Auditors must be financial expertsin Italian GAAP or other accounting and financial
standards applicable to Italian issuers (chartered accountants or equivalent) and two members must be appointed by
minority shareholders.

The Board of Statutory Auditorsis adifferent body from the Committee for Internal Control described above under
"Committee for Internal Control and Internal Audit Department”. Although the Committee for Internal Control is responsible
for certain internal control related issues, the Committee for Internal Control isacommittee of the Board of Directors,
constituted pursuant to self regulatory Italian provisions, and shares with the Board of Directors the responsihility of the
management of the Parent Bank. On the other hand, the Board of Statutory Auditorsis granted its general control function
pursuant to mandatory Italian law provisions.

With reference to the tasks and powers of the Board of Statutory Auditors, under Italian law, the Auditors must monitor
the management of the company and its compliance with laws and regulations and with the bylaws. It must a so 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
irregularity to the CONSOB, the Bank of Italy and the shareholders' meeting called to approve the company's financial
statements. There is 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 its activities. The Board of
Directorsis also required to report to the Board of Statutory Auditors, at least quarterly, on the Group's activities and resullts,
on the main transactions from an economical and financial point of view, and on the transactions in which the directors have
personal interests.

Moreover, the principal accountants of Sanpaolo IMI are appointed by the general shareholders meeting based on the
recommendation of the Board of Statutory Auditors. Pursuant to Sanpaolo IMI's policies, al other engagements of principal
accountants must be pre-approved by the Board of Statutory Auditors (see: Item 16C. "Principal Accountant Fees and
Services' on page 212 below).

On April 29, 2005 Sanpaolo IMI's shareholders meeting, in compliance with the SEC regulations, granted the Board of
Statutory Auditors afund equal to €400,000 per year in order to permit the Board of Statutory Auditors, acting as Audit
Committee, to independently engage advisors.
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Independent Directors. Under NY SE listing rules applicable to U.S. companies, independent directors must constitute
amajority of the board of directors. As of April 29, 2004, with the election of Sanpaolo IMI's new Board of Directors, there
are eight independent Directors (out of the total of 17 Directors). The status of such Directors as "independent” has been
evaluated by the Board of Directors pursuant to the provisions of the Code. It should be noted that the independence
requirements have been recently modified by the last updating of the Code in March 2006; in any case, issuers have to be
compliant with new requirements by the end of 2006. As a consequence, the independence requirements mentioned below are
related to the 2002 version of the Code.

The definition of "independent director" provided by the NY SE is more restrictive than the Italian definition set out in
the Code. Furthermore, under the Code, it is not mandatory for amajority of directors to be independent.

Pursuant to the Code (2002 version), the Parent Bank is only required to have an adequate number of independent
non-executive Directors. The Code recommends that the number of independent Directors should be adequate in relation to
the total number of non-executive directors and significant in terms of the total number of Directors. The adequacy of the
number of independent Directors also depends on whether the company belongs to a group. Pursuant to the Code,
independent Directors:

(i) donot entertain, directly or indirectly or on behalf of third parties, nor have recently entertained business
relationships with (a) the company, (b) its subsidiaries, (c) the executive directors and (d) the shareholder or a
group of shareholders who controls the company that, because of their significance, could be able to influence the
director's independent judgment;

(if) neither own, directly or indirectly or on behalf of third parties, a quantity of shares enabling them to control the
company or exercise a considerable influence over it, nor participate in shareholders agreements to control
the company;

(iif) are not immediate family members of executive directors of the company or of personsin the situations covered by
points (i) and (ii) above.

Non-management Directors Meetings. Pursuant to NY SE listing standards, non-management directors must meet on a
regular basis without the presence of management and independent directors must meet separately at least once per year.
There are no corresponding provisions under Italian rules and Sanpaolo IMI has not provided specific mandatory
requirements for having such meetings.

Nominating/Cor porate Governance Committee. Under NY SE standards, U.S. listed companies are required to have a
nominating/corporate governance committee composed entirely of independent directors, with the main purpose of
identifying individuals qualified to become directors and develop and recommend to the board of directors a set of corporate
governance principles.

Sanpaolo IMI does not have such a committee. The nominations of the Directors are based on the proposals presented by
the shareholders, who are not obliged to give advance notice of the candidates they intend to nominate. In several
shareholders meetings of Sanpaolo IMI, alist of candidates for the Board of Directors was agreed and, pursuant to applicable
law provisions, disclosed in advanced by a group of shareholders.

A voting list is not envisaged for the nomination of the Board of Directors, but it is mandatory under Italian law for the
nomination of members of the Board of Statutory Auditors.

Compensation Committee. Under NY SE standards, U.S. listed companies are required to establish a compensation
committee composed entirely of independent directors. In addition to the review and approval of corporate goals relevant to
the chief executive officer's compensation and eval uation of the chief executive officer's performance in light of set targets.
This committee must determine and
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approve the chief executive officer's compensation and make recommendations to the board of directors with respect to
non-executive compensation, incentive-compensation plans and equity-based plans.

Pursuant to Sanpaolo IMI's bylaws, the shareholders' meeting determines the remuneration of non-executive Directors,
while the Board of Directors determines the remuneration of the Chairman and the Managing Director. Such determination is
made after consultation with the Remuneration and Personnel Policies Technical Committee, which is atechnical committee
for remuneration and personnel policies. (see: Item 6. "Directors, Senior Management and Employees—C. Board
Practices—Remuneration and Personnel Policies Technical Committee” on page 157 above.)

Internal Audit Function. Under NY SE standards, U.S. listed companies must maintain an internal audit function to
provide management and the audit committee with ongoing assessments of the company risk's management processes and
system of internal control. A U.S. listed company may choose to outsource this function to a third-party service provider
other than its independent auditor.

Sanpaolo IMI has an Internal Audit Department, which reports directly to the chief executive officer. The Internal Audit
Department has the main function of verifying operations and risk management performance. The Internal Audit Department,
which in the performance of its activity has no constraints or limit of access to data, archives and company assets, has the
responsibility of bringing to the attention of the Board of Directors and the senior management possible improvementsin risk
management policies, measuring instruments and procedures, providing periodic reports on the results of its activity and any
anomalies found.

Code of business conduct and ethics. NY SE listing standards require U.S. listed 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 breaches of its provisions.

Sanpaolo IMI, aso in compliance with the NY SE regulations and Section 406 of the Sarbanes-Oxley Act of 2002, has
adopted a code of ethics ("Code of Ethics").

The Code of Ethics, together with the Italian listed companies Code and Italian law provisions, regulates certain aspects
relating to:

» conflicts of interests,

. corporate opportunities,

e confidentiality,

o  fair dedling,

e protection and proper use of Sanpaolo IMI's assets,
e compliance with laws, rules and regulations, and

e reporting any unlawful or unethical behavior.

Disclosure Committee. It is Sanpaolo IMI's policy to ensure, as required by applicable laws and regulations, an
accurate, complete, timely and correct disclosure to shareholders and holders of financial instruments issued by Sanpaolo
IMI. To that end, Sanpaolo IMI in 2003 constituted a Disclosure Committee which is governed by an internal statute. The
Disclosure Committee consists of members of senior management, such as the Head of Finance and Administration
Department, the Head of General Affairsand Legal Department, and the Head of Audit, as well as other officers of the
Group. Therole of the Disclosure Committee, generally, is to assist the Managing Director, the Head
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of Finance and Administration Department and the Board of Directorsin carrying out their duties and responsibilitiesin
connection with the Group's compliance with its reporting and disclosure obligations.

Adoption and Disclosure of Corporate Governance Guidelines.  U.S. companies listed on the NY SE are required to
adopt and disclose corporate governance guidelines. Such disclosures are included in this annual report and English
trandations of Sanpaolo IMI's corporate governance policies can be found on Sanpaolo IMI's website:

WWW.Qr upposanpaol oi mi.com under "corporate governance'.

Certification Requirements. A chief executive officer of aU.S. company listed on the NY SE must annually certify that
he or sheis not aware of any violation by the company of NY SE corporate governance standards. In accordance with NY SE
listing rules applicable to foreign private issuers, Sanpaolo IMI is not required to provide the NY SE with this annual
compliance certification. However, in accordance with rules applicable to both U.S. companies and foreign private issuers,
Sanpaolo IMI's chief executive officer is required to promptly notify the NY SE in writing after any executive officer becomes
aware of any material non-compliance with the NY SE corporate governance standards applicable to Sanpaolo IMI. Sanpaolo
IMI isalso required to submit an executed written affirmation annually to the NY SE aswell as an interim written affirmation
each time a change occurs to the Board of Directors or any of the committees subject to the NY SE standards.

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 proper correct relations with
shareholders. Further information is detailed in the following documents (all available in English on the website:

WWwW.gr upposanpaol oimi.com, under " corporate governance"):

. the "Code of Ethics" and

. the "Report on corporate governance”.

The documents mentioned above are reviewed regularly and updated to reflect legidative and regulatory devel opments
and changes in operational practice.

D. Employees

At December 31, 2005, the Group employed 43,476 people, in addition to 190 workers with temporary contracts (which
includes fixed term employment contracts and project specific employment contracts), for atotal of 43,666 employees.
Compared to December 31, 2004, there is an increase of 482 people (an increase of 1.1%), due to an increase of
592 employees (an increase of 1.4%) and areduction of 110 workers with temporary contracts.

This growth is the result of about 1,700 new employees and 1,050 departures, which enabled completion of the
generational turnover begun at the end of 2003, using the "Income, employment and retraining fund for staff in the
banking industry".

Growth in the workforce during 2005, which enabled recovery of part of the reduction recorded during the previous
two-year period as aresult of incentive-based resignations (600 in December 2004), is linked to investments supporting
commercia development in the Banking sector and expansion of the Savings and Assurance sector, partially offset by
rationalization in the tax sector. Growth was also impacted by the incorporation of Neos Servizi, which involved the addition
of about 60 resources in the scope of consolidation.

The workforce of the Commercial Banks amounted to 35,755 units, of which 24 workers with atypical contracts, an
increase of 336 or 0.9% compared to December 2004, following growth in the number of employees (an increase of 1.3%),
countered by the reduction of 111 workers with temporary contracts, used on an extraordinary basisin 2004 in order to
handle the migration of IT procedures.
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With reference to the Parent Bank, at the end of 2005 there were 21,070 employees, an increase of 1.3% compared to
December 2004. The data are adjusted for the transfer of operative branches with network banks of the North East see:
Item 4. "Information on Sanpaolo IMI1—C. Business Overview—Banking Business Sector" on page 62 above. Newly hired
staff amounted to 660, of which over two-thirds are in the network of branches and structures directly supporting the
business, while total departures amounted to 240.

At the end of 2005 Sanpaolo Banco di Napoli employed 5,751 people, an increase of 28 units compared to the end of
2004, due to 42 new employees, 62 departures, 45 net acquisitions by the Parent Bank and other net transfers of personnel
from other companies of the Group and of workers with temporary contracts.

At the end of 2005, the North-East Networks and Banca Popolare dell'Adriatico employed 8,934 people, an increase of
39 units compared to December 2004. The data are adjusted for the transfer of operative branches with network banks of the
North East see: Item 4. "Information on Sanpaolo IMI—C. Business Overview—Banking Business Sector" on
page 62 above.

This growth is aresult of a 123 employeesincrease in the number of employees and a decrease of 84 workers with
temporary contracts. The total number of new employees amounted to about 300, with 230 departures; personnel from other
Group companies grew by about 50 units.

The other Companies of the Group closed the year with aworkforce of 7,911 resources, an increase of 146 units or 1.9%
as aresult of approximately 670 newly hired employees and 520 departures. The number of workers with temporary contracts
remained stable.

In particular, in the Savings and Assurance sector, the Assicurazioni Internazionali di Previdenza group grew by over
100 units, following plans for reinforcement of the structure supporting business, while the Fideuram group grew by over
60 resources.

The Neos group, operating in the consumer banking sector, grew by about 90 units, two-thirds of these following the
incorporation of Neos Servizi, previously unconsolidated. In addition, measures to rationalize the tax sector continued during
2005 (adecrease of 3.4%), also using the "Income, employment and retraining fund for staff in the banking industry”, with
total departuresin 2005 amounting to about 30 resources.

The following table shows the Group's total headcount at the dates indicated:

change, %
At December 31, 2005 At December 31, 2004 2005/2004
% % %

Y ear-end headcount 43,476 100% 42,884 100.0% 592 1.4 %
Executives 847 1.9% 794 1.9% 53 6.7 %
Managers 14,047 32.3% 13,298 31.0% 749 56 %
Remaining employees 28,582 65.8% 28,792 67.1%  (210) (0.7)%
Other personnel (1) 190 300 (110) (36.7)%
Tota 43,666 43,184 482 11 %

(1) Includesworkerson afixed term contracts and contracts for specific projects.
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The following table shows the Group's employees by main category of activity and by geographic location.

BANKING
Italy

Ireland
Luxembourg
Romania
Slovenia
Hungary
United States
SAVINGS AND ASSURANCE
Italy

Ireland
Luxembourg
Switzerland

ASSET MANAGEMENT AND INTERNATIONAL PRIVATE BANKING

Italy

Luxembourg

Switzerland

CENTRAL FUNCTIONS
Italy

Luxembourg

Portugal

Employment Agreements

At December 31,
2005

34,959
32,945
19

1

399
788
765

42
2,156
2,005
30

98

23

696
502
174

20
5,855
5,852

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 national collective bargaining agreements for non-management staff, which covers aimost all the employees of
Sanpaolo IMI, has been recently renewed. The collective bargaining agreement takes into consideration all the recent
amendmentsin labor laws pertaining to flexibility, traineeship and increases the adoption of temporary workers.

Pursuant to the renewed agreement, in the 2005-2006 period wages will increase by 5,8%, with an average increase, for

amiddle-level employee, of €152,00 per month.

In the specific instance of Sanpaolo IMI, a second-level collective bargaining agreement (an agreement entered into at
company level to improve the provisions of the national agreement in certain specific areas) has been applied since
May 2001. Negotiations for a new second-level agreement started in December 2005, and have been concluded as of

May 11, 2006.

Concerning the ongoing reorganizations and integration of the Group's companies, the procedures to introduce Sanpaolo
IMI's business model have been concluded (see: Item 4. "Information on Sanpaolo IMI—C. Business Overview—Banking
Business Sector” on page 62 above), while the transfer of the Commercial Banks' branches according to aterritorial

homogeneity criterion has been almost completed.




Benefits

Sanpaolo IMI provides certain retirement benefits to its employees. From December 31, 1990, Sanpaolo and its
empl oyees began to make certain contributions to the Istituto Nazionale per la Previdenza Sociale ("INPS"), the state-run
pension scheme, which provides an income to employees after reaching retirement age.

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 allowed 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
December 31, 1990. Approximately 8,800 employees of Sanpaolo IMI will benefit from this retirement plan. As of
December 31, 2005 Sanpaolo IMI had set aside atotal of €35 million 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 law, 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.

The Group extends similar retirement benefits to the employees of the other entities of the Commercial Banking
Business Sector other than the Parent Bank network. Generally, employees who were employed before the enactment of the
Amato Law make payments to pension schemes with definite performances, such are the schemes which will give to the
employees a pay out calculated, generally, in accordance with the most recent salary. Such personnel may, as well, make
payments to pension schemes with definite contributions, such are the schemes that will give to the employees a pay out
corresponding exclusively to the contributions made by the employees or for the benefit of the employees, financed by tax
deductible contributions by the employees and the employers.

Personnel employed after the enactment of Legidlative Decree 124 of 1993 can make payments solely to pension
schemes with fixed contributions, financed by tax deductible contributions by the employees and the employers. Such funds
are, depending on the employer, either funds managed by the employer pursuant to an arrangement between the employer and
the trade unions, or open funds to which employees of different sectors are allowed to make payments.

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. Thisis in accordance with
data from the Italian banking sector.
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E. ShareOwnership

The following table sets forth, as of May 31, 2006, the investments in Sanpaolo IMI and in the companiesit controls
held by the current member of the Board of Directors and of the Board of Statutory Auditors of Sanpaolo IMI:

Sharesheld as of

Name(*) Company How held May 31, 2006
Enrico Salza Sanpaolo IMI Direct 2,500
Family Member 3,250
Pio Bussolotto Sanpaolo IMI Direct 54,750
Family Member 1,250
Alfonso l1ozzo Sanpaolo IMI Direct 107,087
Iti Milalich Sanpaolo IMI Direct 3,000
Emilio Ottolenghi Sanpaolo IMI Direct 320,000
Sanpaolo IMI Indirect 4,658,731
Sanpaolo IMI Family Member 4,000
Orazio Rossi Sanpaolo IMI Direct 52,593
Gian Guido Sacchi Morsiani Sanpaolo IMI Direct 202,300
Mario Sarcinelli Sanpaolo IMI Family Member 287
L eone Sibani Sanpaolo IMI Direct 56,811
Banca Fideuram Family Member 14,796
Direct 30,500
Augusto Franchini Sanpaolo IMI Family Member 1,197

*  None of the people listed in this table beneficially owns 1% or more of Sanpaolo IMI Shares.
ITEM 7. MAJOR SHAREHOLDERSAND RELATED PARTY TRANSACTIONS
A. TheMajor Shareholders

The following table sets forth, as of May 31 2006, the Sanpaolo IMI shareholders holding 1% or more of the outstanding
Sanpaolo IMI Shares, with their corresponding interestsin Sanpaolo IMI.

% of ordinary

% of total capital capital
Ordinary Azioni 1.874.843.336 1.590.659.318

Shareholders (direct and/or indirect) Shares Privilegiate Total Shares Shares(1) Shares(2)
Compagnia di San Paolo ("Compagnia") 108,662,399 157,341,052 266,003,451 14.188% 6.831%
Santander Central Hispano ("SCH") 158,011,176 158,011,176 8.428% 9.934%
Fondazione Cassa di Risparmio di Padovae

Rovigo ("FCRPR") 63,487,817 68,218,267 131,706,084 7.025% 3.991%
Fondazione Cassa di Risparmio in Bologna

("FCRB") 45,174,581 58,624,699 103,799,280 5.536% 2.840%
Giovanni Agnelli & C. Sapa(3) 93,071,000 93,071,000 4.964% 5.851%
Assicurazioni Generali 39,600,827 39,600,827 2.112% 2.490%
Mediobanca 32,725,000 32,725,000 1.745% 2.057%
Morgan Stanley & Co. International LTD 32,725,000 32,725,000 1.745% 2.057%
BancaMonte dei Paschi di Siena 28,219,152 28,219,152 1.505% 1.774%
Societa Reale Mutua di Assicurazioni 28,153,337 28,153,337 1.502% 1.770%
Caisse Nazionale des Caisses d'Epargne (CNCE) 28,088,822 28,088,822 1.498% 1.766%
Ente Cassadi Risparmio di Firenze 28,050,000 28,050,000 1.496% 1.763%
Fondazione di Venezia 22,523,682 22,523,682 1.201% 1.416%

(1) Total capita includes the Azioni Privilegiate held by Compagnia, FCRPR and FCRB.
(2) Ordinary capital excludesthe Azioni Privilegiate held by Compagnia, FCRPR and FCRB.

(3) Thecontrolling shareholder of IFI/IFIL and Fiat.
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Agreements among Shareholders
The April 19 Agreement

On April 19, 2004, the Compagnia, FCRPR and FCRB (collectively, the "Foundations') entered into an agreement
(the"April 19 Agreement™), pursuant to which they agreed, among other things, to propose to Sanpaolo IMI to adopt a series
of amendments to its Bylaws. The amendments related primarily to the creation of the position of General Manager. In
addition, 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 Foundations established an ad hoc committee chaired by Mr. Renzo Giubergia
According to its terms, the April 19 Agreement will expire on April 19, 2007.

The April 21 Agreement

On April 21, 2004, the Foundations entered into an agreement (the "April 21 Agreement” and, together with the April 19
Agreement, the "Agreements") with SCH and CDC Ixis ItaliaHolding S.A. ("ClIH" subsequently renamed Italia
Holdings S.A.) The stake in Sanpaolo IMI was subsequently transferred from Italia Holdings S.A. to its parent company
Caisse Nationale des Caisses d'Epargne ("CNCE").

Board of Directors and changes to Articles and Bylaws
Pursuant to the April 21 Agreement:

e The parties agreed to vote at the general shareholders' meeting of Sanpaolo IMI on April 29, 2004, for the election
of anew Board of Directors composed of 17 candidates agreed upon by the parties. All the candidates proposed by
the parties were elected to the Board of Directors.

e The parties agreed that they would propose to Sanpaolo IMI's Board of Directors to appoint Orazio Rossi as Vice
Chairman and Alfonso 10zzo as Managing Director.

e The parties agreed that if adirector proposed upon the suggestion of SCH or CIIH ceases office for any reason, the
Parties would use their best efforts to have the Board of Directors co-opt for adirector suggested by SCH or CIIH,
as applicable.

e The parties agreed to propose certain amendments to the Bylaws of the Parent Bank, defining, among other things,
the role and the functions of the General Manager.

Consultation

The parties agreed to consult from time to time to exchange views concerning their respective interests as shareholders
of the Parent Bank.

Agreement Not to Trade in Shares and Related Rights

Each party has agreed not to modify in any way, for the entire duration of the Agreements, except with the previous
written consent of the other parties, its shareholding in the ordinary capital of the Parent Banks. The parties jointly and
severally assume the mutual responsibility for ensuring that the maximum limit of Shares held in total by the parties will not
exceed 29.9% of the ordinary capital of the Parent Bank threshold. Thus the parties agreed that, directly or indirectly:

»  they will not purchase additional Shares;

«  they will not trade in any way rights of any sort concerning Shares of the Bank and, in particular, will not take,
acquire obligations or make agreements of any sort with any third party concerning the exercise of rights resulting
from the ownership of Shares;

«  they will not transfer Shares, nor subject such Sharesto any pledge, lien, guarantee or charge that in any way may
limit their full and unconditional availability.
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The above-mentioned restrictions do not apply to:

e purchases and sales of Shares, within the limit of 2.5% of Sanpaolo IMI's capital, made temporarily in the context
of trading or treasury management activities, or the purchase of guarantees or investments of reserves by insurance
companies forming part of the shareholder's 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
parties, to reduce its shareholding of Azioni Privilegiate, while keeping the shareholding in ordinary capital unchanged.

Duration and Early Dissolution

The Agreement will lapse automatically and its effectiveness will cease 15 days before the date of the first call of
Sanpaolo IMI's shareholders' meeting that will be called to approve the financial statements for the year ending on
December 31, 2006.

In addition, causes of automatic and early dissolution of the Agreement are:

« thetermination of the whole Board of Directors of Sanpaolo IMI pursuant to Article 2386, last paragraph, of the
Italian Civil Code;

«  thelaunch of apublic tender offer (Offerta Pubblica di Acquisto or OPA) by athird party, or an exchange offer
(Offerta Pubblica di Scambio or OPS), for the Parent Bank such asto allow control over the Parent Bank or in any
case the possession of a quantity of Shares grater than the total share of the capital of the Parent Bank, including
both ordinary and Azioni Privilegiate, held by the Foundations;

e only for ClIH, the sale, by Sanpaolo IMI, of its shareholding in ClIH or, in the case of agreed reallocation of that
shareholding, the sale of the shareholding held by the Parent Bank following the reallocation.

Differencesin Voting Rights

Certain classes of voting rights (Azioni Privilegiate) were created in connection with the Cardine Merger. See: Item 4.
"Information on Sanpaolo IMI—A. History and Developments of Sanpaolo IMI—The Merged Group™ on page 57 above.
Azioni Privilegiate are entitled to vote only at extraordinary shareholders’ meetings.

Number of Record Holdersin the United States

As of December 31, 2005, there were 14,510,268 ADSs outstanding, representing 29,020,536 ordinary shares or
approximately 2% of Sanpaolo IMI's ordinary share capital; at such date, there were 28 holders of record of Sanpaolo
IMI ADSs.
B. Related Party Transactions

Disclosure procedures

Sanpaolo IMI hasidentified the related parties of the Parent Bank and has defined a Group procedure to decide on
transactions with related parties, aimed at establishing specific competencies and responsibilities, as well as showing the

information flows between the Bank structures and its direct and indirect subsidiaries.
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Pursuant to the procedure, and in accordance with the Disciplinary Code, the following transactions with related parties
are deemed significant if they are for, at least, the following amounts:

e £€50,000, in the case of atypical or unusual transactions;

e €10 million, in the case of loans and other transactions, at standard conditions, undertaken with related parties
outside of the Group, with affiliates or with joint ventures,

e €500 million, in the case of loans transactions at standard conditions undertaken with companies of the Group, with
affiliates or with joint ventures;

e €50 millionin the event of other transactions at standard conditions undertaken with companies of the Group, with
affiliates or with joint ventures.

In addition, the Board of Directors of Sanpaolo IMI decided to require its evaluation for transactions for amounts greater
than €25 million, if undertaken with parties associated to shareholders that exercise significant influence on the Parent Bank.

Significant transactions entered into by subsidiaries of the Parent Bank with parties related to the Parent Bank require the
evaluation of the Board of Directors of the applicable subsidiary. In any event, subsidiaries of the Parent Bank are required to
submit their proposals to the approval of the Board of Directors of the Parent Bank, if they are for, at least, the
following amounts:

e €50,000 for atypical or unusual transactions;

. €10 million for transactions at standard conditions.

The evaluation is performed, for the Parent Bank, by the Board of Directors, after examination by the Technical Audit
Committee. The significant transactions undertaken by the subsidiaries with the Parent Bank's related parties are decided
upon by the Board of Directors of the subsidiary company, which must submit the proposal in advance to ensureitisin
conformity with the Parent Bank.

In addition to observing the specific decision-making procedure, the Parent Bank structures and the subsidiaries, which
originate transactions with related parties, must submit a quarterly report so that the Bank may fulfill the obligations of
clause 150 of D.Lgs. 58/1998 (on the subject of areport to the Board of Statutory Auditors) and must fulfill the immediate or
periodic reporting requirements in relation to the market. In particular, the market is advised of transactions that are
individually significant pursuant to clause 71b of CONSOB Decision 11971 of May 4, 1999.

The preliminary stage of the transactions to be undertaken with related parties follows the same process as granting loans
reserved for other non-related parties with the same credit rating. Infra-group loans are subject to specific limits, to comply
with the supervisory regulations of the Bank of Italy.

Further information can be found in the "Report on Corporate Governance'.

With regard to transactions with entities that carry out functions of management, administration and control of the Bank,
besides the application of clause 2391 of the Italian Civil Code, the special regulations on the obligations of banking
representatives set down at clause 136 of D. Lgs 385/1993 and the Surveillance Instructions (Consolidated Banking Law) also
apply; they require, in any case, the prior unanimous favorable decision of the Board of Directors, and the unanimous
favorable vote of the Board of Statutory Auditors. Those who carry out administrative, management and control functions at
Group banks or companies may not undertake obligations and acts of buying or selling, directly or indirectly, with the
relevant company, or undertake financial transactions with another Group company or bank without a decision by the
appropriate bodies of the contracting company or bank, taken in the way described above. In these cases, furthermore, the
obligation or act must have the consent of the Parent Bank issued by the Board of Directors.

In 2005 and until May 12, 2006 no significant transactions were entered into with related parties.
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However, the following were the material or unusual transactions between Sanpaolo IMI and its subsidiaries on the one
hand, and parties related to the Group on the other hand, from January 1, 2005 through May 12, 2006:

e On April 28, 2005, Sanpaolo Bank S.A. and Ente Holding S.r.l. (controlled by a pension fund of the Sanpaolo IMI
Group) settled certain issues which originated in connection with the purchase of real estate by Ente Holdings Sir.l.
from a defaulting third party. Pursuant to the settlement, Sanpaolo Bank S.A. acquired al the loans of the
defaulting seller held by Ente Holding S.r.l. for €7.75 million. Sanpaolo IMI deems the settlement adequate and
basically fair for Sanpaolo Bank S.A.

e On February 16, 2005, quotas in the "Fondo Centro Impresa’ (an investment fund focused on Central Italy)
managed for customary fees by Sanpaolo IMI Fondi Chiusi SGR, were subscribed by: certain Group companies as
well as Banca Cassa di Risparmio di Firenze in the amount of €15 million; Fondazione Cassa di Risparmioin
Bologna (a significant shareholder of Sanpaolo IMI) in the amount of €12.5 million; Compagnia di San Paolo
(asignificant shareholder of Sanpaolo IMI) in the amount of €5 million; Cassadi Risparmio di Forli in the amount
of €5 million; and Fondazione Cassa di Risparmio di Padova e Rovigo (a significant shareholder of Sanpaolo IMI)
in the amount of €2 million. On the same date, quotas in the "Fondo Nord Ovest Impresa’ (an investment fund
focused on North-West Italy), managed for customary fees by Sanpaolo IMI Fondi Chiusi SGR, were subscribed
by: certain Group companies as well as by Compagnia di San Paolo (a significant shareholder of Sanpaolo IMI) in
the amount of €20 million and Fondazione Cassadi Risparmio di Padova e Rovigo (a significant shareholder of
Sanpaolo IMI) for €3 million. The transactions were carried out at the same conditions applicable to al investors.

e On February 25, 2005, quotas of the Fondo Cardine Impresa, managed by Sanpaolo IMI Fondi Chiusi SGR, were
also sold by Sanpaolo IMI Private Equity ("SPIPE"), sponsor of Fondo Cardine Impresa to Fondazione Cassa di
Risparmio Padova e Rovigo at the nominal value of €3.3 million, the same amount already paid by SPIPE into the
Fondo Cardine Impresa, the assignee taking over the obligation to make all subsequent payments. The transaction
isin line with the strategies approved in SPIPE 2004-2005 industrial plan.

Transactions with Representatives (key managers with strategic responsihilities)

Given the current organizational structure, the Bank decided to include within "executives with strategic
responsibilities’, pursuant to IAS 24, the Directors, the Statutory Auditors, the General Manager of the Parent Bank, the
Managers of the divisions and central structures of the Parent Bank reporting directly to the Managing Director or General
Manager, as well as the manager of the business sector Savings and Assurance because of its particular importance at the
consolidated level. Such "executives with strategic responsibilities’ are those listed as Senior Managers' in Item 6.A.
"Directors and Senior Managers'.
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Below are the principal benefits recognized in 2005 to the Senior Managers.

2005

(millions of €)

Short-term benefits(1)

Benefits following employee termination(2)
Other long-term benefits(3)

Employee termination indemnity(4)

Stock option plans(5)

Other remuneration(6)

| N
B e = W

Total remuneration paid to executives with strategic responsibilities 27

(1) Includes fixed and variable fees of directors that may be assimilated with cost of work and social security charges paid
by the company for its employees.

(2) Includes company contribution to pension funds and allocation to employee termination indemnity pursuant to
legislation and company regulations.

(3) Includes estimate of alocations for length of service awards for employees.
(4) Includesfeespaid for early retirement incentive.
(5) Includes cost for stock option plans determined on the basis of IFRS 2 criteria and charged to financial statements.

(6) Refersto compensation paid to member of Board of Auditors.

The relations between the Sanpaolo IMI Group and the Senior Managers occur within the normal activities of the Group
and are entered into by applying, where appropriate, the agreements made available to all employees, and maintaining
complete transparency; or, in relation to independent directors (identified by Sanpaolo IMI's Board of Directors with Enrico
Salza, Maurizio Barracco, Guiseppe Fontana, Emilio Ottolenghi, Orazio Rossi, Gian Guido Sacchi Morsiani, Mario Sarcinelli
and Alberto Tazzetti), with whom there is a fixed-term contract in place, applying the conditions available to consultants of
the same standing, in full observance of the relevant laws.

The following table summarizes the relationships in place at December 31, 2005 with Senior Managers, and the
economic effects of the financial period, including what is set out in the previous paragraph on the paymentsto
Senior Managers.

Executives with strategic responsibilities

At December 31,
2005

(millions of €)

Total financial assets 1
Total other assets —
Total financial liabilities 6
Total operating costs (27)

Loans and Guarantees Given

Certain Directors and Statutory Auditors of the Parent Bank, exercising functions relating to the administration,
management and control of companies of the Group and to companies identified as being of extraordinary importance
pursuant to Art. 136 of the Consolidated Banking Act have been granted |oans and guarantees. Among our business with
related parties in 2005 there have been and
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currently are loans, guarantees and commitments. All of these lending related credit exposures, as of June 12, 2006, 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 with other persons, and did not involve more than the normal risk of
collectibility or present other unfavorable features.

In compliance with this provision and regulations of the Bank of Italy, such loans and guarantees are to be approved
unanimously by the Board of Directors with the favorable vote of all the members of the Board of Statutory Auditors. In case
of transactions entered into by subsidiaries of the Group, the prior consent of the Parent Bank is also required.

ITEM 8. FINANCIAL INFORMATION
A. Consolidated Statements and Other Financial I nformation
See the Consolidated Financial Statements and Item 17. "Financial Statements".

Sanpaolo IMI's dividend policy isto maximize dividend payout while complying with the standards of awell-capitalized
financial ingtitution.

B. Legal Proceedings

The Group is subject to certain claims and is a party to alarge number of legal proceedings relating to the normal course
of its business. For a discussion of the arbitration proceeding including the Group and Ente Cassa di Risparmio di Firenze.
See Item 4. "Information on Sanpaolo IMI—A. History and Devel opment of Sanpaolo IMI, Business Sectors, Central
Functions" on page 69 above. 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.

Current Account Overdrafts

In March 1999, the Italian High Court (Corte di Cassazione) declared the capitalization of interest payable quarterly to
be unlawful, thereby completely changing the interpretation of the applicable law. This decision was based on the assumption
that the relevant clauses in bank contracts do not integrate "regulatory uses' (i.e. uses which are binding towards the
generality of people), asit was believed in the past, but rather "trading use" (i.e. uses which are binding only between the
parties to the agreement) which contrast with the prohibition of anatocism (the accrual of interest on interest due) in
compliance with Art. 1283 of the Italian Civil Code.

After thereversal by the Italian High Court, Legisative Decree No. 342/99 was enacted, confirming the legitimacy of
capitalization of interest in current account contracts if it is applied over the same period applied for calculating interest
payable and receivable. The Italian Credit and Savings Interministerial Committee ("CICR") was assigned the task of
determining the methods of such calculation. From April 2000, the date on which CICR's instructions became effective, all
current accounts were adjusted applying quarterly capitalization to interests receivable and payable.

Since April 2000, capitalization on a quarterly basis is considered legitimate and the dispute refers only to those
contracts executed before that date. Nevertheless, despite the fact that the Italian High Court repeatedly confirmed the
invalidity of capitalization clauses, many judges have disregarded the rulings and continue to take such clauses
into consideration.

With aruling issued on November 4, 2004, the Italian High Court reiterated its position. Nevertheless, on the basis of a
number of circumstances different from those already examined by the Italian High Court, the ruling issued by the Italian
High Court on November 4, 2004 does not
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eliminate the possibility of upholding the legitimacy, on the basis of legal arguments considered well founded by the courts,
of the method of calculating interest payable.

The total number of cases pending is hot significant in absolute terms and claims are subject to careful monitoring. The
risks relating to the disputes in question correspond to the prudent accruals made to the allowance for other risks and charges
which are proportionate to the total of each claim. Where the claims do not quantify the demand and until an accounting
opinion has been expressed on the issue, the risk involved is covered by an accrual to the allowance for other risks and
charges sufficient to cover all disputes of an undetermined amount and of an uncertain outcome.

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 asinternal controls were
concerned. On December 24, 2002, CONSOB fined Sanpaolo IMI Asset Management €499,000. Sanpaolo IMI Asset
Management appealed the fine at the Appeal Court (Corte di Appello) of Milan which, on November 26, 2003, declared the
fineillegitimate. On May 17, 2004, CONSOB appealed the ruling to the High Court (Corte di Cassazione). The appeal
is pending.

Proceedings concerning GEST Line

GEST Lineisthe company of the Group engaged in the business of collecting duties and taxes. GEST Line was
established from the merger by incorporation of the Gerico, Sanpaolo Riscossioni Genova, Sanpaolo Riscossioni Prato and
Esaban tax collection companies. In Italy, private companies, often owned by banks, undertake tax collection duties on behal f
of public authorities.

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.

A series of administrative and accounting procedures concerning Gerico S.p.A., controlled by the former Cardine Banca,
merged by incorporation into Sanpaolo IMI, 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 in various stages of judgment at either first or higher-instance courts.

The proceedings against Esaban originated from a series of proceedings concerning the denial of requests for
reimbursements made by the tax and financial authorities from 1999 to 2001. All these proceedings have been taken to appeal
according to the normal procedural structure.

The risks connected to the proceedings for both Gerico and Esaban are fully covered by the unlimited guarantees
assumed at the time towards the above companies by the companies conferring their respective tax collection business lines
(theindividual 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 expire in 2005, without prejudice to the court
cases pending on that date, for which the above mentioned guarantee is aso valid beyond the said expiry date. Sanpaolo IMI,
following the corporate restructuring with the incorporation of Cardine Banca and Banco di Napoli, succeeded to the
obligations deriving from these guarantees, whose risks are, in total, adequately provided for.
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The guarantees do not include the risk concerned mainly with tax collection for the V enice concession which instead
falls exclusively upon GEST Line. Following proceedings for tax damages relating to tax collection activitiesin Venice for
presumed irregularities by certain tax collection officials, the local Corte dei Conti ruled against the concessionary. The ruling
has been appealed with suspension of its effectiveness. The total risk amounts to about €13 million and is covered by an
appropriate allowance.

Pursuant to Article 1, commas 426, 426-bis and 426-ter of Law n. 311 of 2004 the concessionary companies were given
the ability to participate in an amnesty correcting, with regard to the tax authorities and other bodies, the administrative
liahilities deriving from the activity carried out until June 30, 2005 by means of payment of a fixed amount per inhabitant
served. GEST Line has decided to adhere to the amnesty by making the first of three payments, equal to 40% of the total
sum payable.

On May 11, 2006, the Italian tax authorities requested GEST Line to pay €180 million, a part of the amounts claimed.
GEST Line previously started court proceedings in connection with such outstanding amounts. Sanpaolo IMI, the guarantor
to the tax authorities for payment of the amounts due by GEST Line, did not think it necessary to increase its reserve relating
to tax collection services. Sanpaolo IMI believes that, regardless of the merits of the request, it is unlawful because GEST
Line subscribed to the amnesty pursuant to Law 311 of 2004. Pursuant to such law, concessionary companies that decided to
take advantage of the amnesty by paying alump sum, would not be liable to the tax authorities and other public entitiesin
connection to activities carried out until June 30, 2005. Given these circumstances, GEST Line has decided not to make
payment and instead to proceed against the request for payment before the Court of Accounts of Emilia Romagnawith an
accompanying request for suspension.

At the same time, GEST Line has presented a case before the TAR Lazio (Administrative Court of Latium) to ask for the
partial cancellation of the ministerial decree implementing the amnesty measure in terms of illegitimate limitations in
application not envisaged in the original legidation. The caseis till pending.

Proceedings relating to the I nsolvencies 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, provoking the cross-default of all issues. Cirio had approximately €1.25 billion in principal amount of debt securities
outstanding. The Sanpaolo IMI Group, like the other major Italian banking groups, had entered into a series of loan
transactions with the Cirio group.

CONSOB Claimsrelating to Cirio

Following an investigation from April to October 2003 into dealings in Cirio bonds by Sanpaolo IMI from 2000 to 2002,
CONSORB, in aletter dated May 4, 2004, alleged that Sanpaolo IM1 had committed certain regulatory violations. CONSOB's
claimsrelate to aleged deficienciesin 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 Parent Bank and to the members of
the Board of Directors and the Board of Statutory Auditorsin office at the time of the period under investigation, as well as
certain executives held responsible for alleged acts or omissions concerning the alleged irregularities.

Both the Parent Bank and the recipients of the allegations have made their defense statement. A decree issued by the
Ministry of Economy on February 28, 2005 terminated the administrative procedures. The decree endorsed a proposal made
by CONSOB and imposed fines on each of the accused. Only the Parent Bank was ordered to pay the relevant amounts (up to
approximately €1.2 million), sinceit was jointly liable pursuant to Art. 195, subsection 9 of Legidative Decree 58/1998.
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The Parent Bank and each of the accused opposed the decree issued by the Ministry of Economy on February 28, 2005
before the Turin Court of Appeal. The proceedings were concluded with a measure published on January 18, 2006, in which
the Court rejected the defense arguments of the opponents, consequently confirming the sanctions decided by the Ministry of
Economy. The Parent Bank has meanwhile provided, in its capacity as joint obligor with the parties subject to the sanctions,
to comply with the payment order issued to it and to request, in regress, the reimbursement of the amounts, reserving the right
to evaluate, together with its consultants, the existence of any elements that may corroborate a possible claim before the High
Court (Corte di Cassazione).

Criminal Investigation relating to Cirio

State prosecutors are investigating individuals formerly or currently affiliated with several banks, including Sanpaolo
IMI, concerning dealingsin Cirio bonds as well as financing relationships with Cirio. These investigations, whose
preliminary stage ended on May 11, 2005, also relate to certain Sanpaolo IMI executives, including two former Directors who
have been charged as accessories in bankruptcy and fraud. Sanpaolo IMI believes these proceedings are unfounded. The
criminal liability alleged in these proceedingsis personal. The Rome Court (Tribunale di Roma) began preliminary hearings
on June 16, 2006, to assess the validity of the charges. Confident of the absolute regularity, in general terms, of the Parent
Bank's activities in relation to the investigations being carried out by the Criminal Courts and, in particular, of the total lack
of involvement of the aforementioned representatives of the Parent Bank, Sanpaolo IMI is monitoring the devel opment of
the proceedings.

Default by Parmalat on its Bonds

The Parmalat group, an important multinational group in the food sector, was declared insolvent in December 2003. In
total, as of that date, Parmalat had issued 26 bonds for an amount of approximately €7.2 billion, the majority of which were
sold in the European market. Among the purchasers of Parmalat bonds were certain retail customers of Sanpaolo IMI.

Theinitiatives taken by Sanpaolo IMI on behalf of itsretail 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 ("Parmabonds Committee"). 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 claimsin the insolvency proceedings. Sanpaolo IMI has undertaken
to provide ancillary logistical and financial support to the Parmabonds Committee, which will retain all management and
decision-making autonomy.

As part of the legal actions aready undertaken, the Parmabonds Committee obtained, on the terms it requested, full
recognition of the credit claimed by its members and their registration in the definitive lists of creditors of the various
insolvent companies. Furthermore, civil proceedings are being initiated by members of the Parmabonds Committee in the
various criminal proceedings pending in Milan and Parmain order to obtain redress for the financial and moral damages
incurred as bondholders as a result of the crimes committed by all those who will be held responsible for the default of the
issuing companies.

Between June 28 and August 26, 2005, voting by the creditors was held on the proposal of the Parmalat Commissioner
for the conversion of loans, reduced to the percentages agreed upon to each insolvent company, into shares issued by the
contractor of the agreement (also called "Parmalat S.p.A.") and listed on the MTA of the Italian stock exchange. On
October 1, 2005, the Court of Parma approved the agreement by a majority vote. Some bondholders opposed the verdict but
this has not affected the effectiveness of the contested approval .

The applicable securities, shares and warrants, were promptly made available in administered deposits to Group
customers who exercised their right to vote or subsequently requested registration.
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Rights to recall shares have been given to those who have not yet made such arequest and must be exercised by October 1,
2010, when they will expire.

On November 8, 2005, the sharehol ders' meeting nominated the members of the board and the statutory auditors of the
new Parmalat S.p.A.

Restitution Claims made by the Commissioner of the Insolvent Parmalat Group

In the period between the end of December 2004 and March 2005, the Commissioner of the Parmalat group has initiated
procedures against the Sanpaolo IM1 Group, as well as against several other Italian and foreign banks aimed at recovering the
payments made by companies of the Parmalat group on accounts held by such banks in the year preceding the beginning of
Parmalat's insolvency procedure. The claims are made pursuant to Article 67, paragraph 2 of the Italian bankruptcy law
(Legge fallimentare).

The aggregate amount claimed from the Group in eight proceedings brought on behalf of six insolvent companies of the
Parmalat group is €1,261 million. Pursuant to an internal evaluation of the claims, and as corroborated by the outside counsel
assisting the Group in these procedures, the Group believes that its estimated liability related to the claimsis scarcely material
and fully accounted for in its allowance for risks and charges. The Group believes that the claims are scarcely material
because severa preliminary exceptions apply (exceptions which are sufficient to resolve the claims in the Group's favor) and
because most of the claimed amounts lack the necessary requisites to be categorized as "payments’ under Italian bankruptcy
law and, therefore, are not subject to restitution. With certain rulings issued between the end of 2005 and the beginning of
2006, the Court of Parma decided to defer the questions of legitimacy raised both by the banks of the Sanpaolo IMI Group
and by the other banks within the context of their respective legal actions aimed at revocation to the Constitutional Court.

Sanpaolo IMI believesit has strong defense arguments against the Commissioner of the Parmalat group on the basis of
prejudicia exceptions relating to conflicts with the Italian Constitution and incompatibility with EU competition law and
other exceptions concerning payments not eligible, under the Italian bankruptcy law and procedures, to be recovered. The
Court of Parmareferred judgment to the Constitutional Court the questions of legitimacy raised by the Group's banks and
other banks. The Constitutional Court rejected certain claims on April 5, 2006. External counsel advised Sanpaolo IMI that
the Constitutional Court's ruling does not deal with issues of EU competition law. The Group consequently believesthat its
allowance for general risks and chargesis, in the aggregate, adequate to cover the risk arising from these claims.

Defaults on Republic of Argentina Bonds

In relation to defaulted bonds issued by the Republic of Argentina, public exchange offers were made in parallel in
Argentina, the United States, Japan and certain European countries, including Italy, between January 14 and February 25,
2005. The exchange offers were made by the Government of Argentinato al categories of investorsin bondsissued by the
Republic of Argentina.

The nominal value of the bonds subject to the exchange offers was approximately US $82 billion at the December 31,
2003 exchange rate. The number of Italian investors involved in the exchange offers was estimated at over 400,000. It was
disclosed in the market that global international acceptance exceeded 76% of the nominal value of the defaulted bonds.

The Argentina Bondholders Association ("Associazione per la Tutela degli Investitori in Titoli Argentini* ("TFA™) has
proposed to those Italian bondhol ders who have not subscribed to the exchange offers the possibility of action against
Argentinathrough the arbitration of the International Centre for the Settlement of the Investment Disputes ("ICSID") with the
assistance and coordination of the TFA and a US law firm. This process for bondholders meeting the requirements of the
TFA was open from March 27 through May 12, 2006 and is completely free of charge.
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Provisionsrelating to Bonds in Default

With respect to complaints by the Group's clients holding bonds in default, Group policy provides that Group companies
pay particular attention, by way of a proper course of investigation, to the adequacy of the financial instruments sold in
relation to the position of each investor.

On the basis of the analyses and evaluations made in respect of the potential liabilities arising from complaints relating
to the dealing activities by the Group in respect of bonds in default, including bonds issued by Cirio, Parmalat and the
Republic of Argentina, the Group has proceeded to adjust the amount accrued to the allowance for risks and charges over
previous years, bringing the balance of the allowance to €22 million as of December 31, 2005.

Proceedings aimed at reparation of damages initiated by the Commissioner of Parmalat and Parmalat Finance
Corporation B.V.

With a summons received by Banca Imi on September 19, 2005, the Commissioner of Parmalat and Parmalat Finance
Corporation B.V. initiated, on behalf of those companies, a suit aimed at obtaining recovery of damages concerning the
alleged liability resulting from the participation of Banca Imi, as co-lead manager, of three bondsissued by Parmalat Finance
Corporation B.V. with the guarantee of Parmalat between the beginning of 2000 and the beginning of 2001. The filed claim
for damagesisfor at least €1,300 million, equivalent to the nominal value of the bonds.

Banca Imi has appeared before the court raising a prejudicia objection concerning the absence of legitimacy of the
action initiated by the Commissioner and objecting, as to the merits, the complete unfoundedness of every claim.

Consequently, based also on the valuations made by outside counsel of Banca Imi, it has not been deemed necessary to
make specific provisions.

Proceedings by the Autorita Garante for Competition and Market (Antitrust Authority) Against the Former Sanpaolo
IMI Wealth Management (currently Sanpaolo IMI Asset Management SGR) and the Former Fideuram Vita
(currently A.1.P.)

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 other insurance companies and later extended to the Group
companies, isaimed at aleged restrictive practicesin relation to the purchase of an advisory service from a company
speciaized in analyzing the insurance market and acquiring information on the conditions of contracts, prices and data related
to competitorsin 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 competition. The Group companies, as a precaution to
reduce the risks resulting from any potential violation, terminated the advisory relationship with the supplier of the
af orementioned market data before the investigation began.

The investigation was concluded on September 30, 2004. The Antitrust Authority, while not imposing any fines, found
the companies of the Group in violation of Article 2, subsection 2 of Law No. 287/90, ascertaining the existence of an
agreement among companies, for the exchange of sensitive commercial information between competing businesses.

An appeal against the ruling has been initiated before the Lazio Regional Administrative Court (Tribunale
Amministrativo Regionale). Pursuant to a hearing held on April 20, 2005, the Lazio Regional Administrative Court, with its
decision of April 27, 2005, annulled the ruling of the Antitrust Authority. The Antitrust Authority has challenged the sentence
before the Council of State and the relative proceedings, in which both Sanpaolo Imi (which has assumed the specific
positions that originally concerned Sanpaolo Imi Wealth Management) and A.l.P. will present their defenses are till pending.
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Proceedings of the State Prosecution Against Certain Individuals Working for Banca Fideuram and certain
Executives of Its Subsidiary, Fideuram Bank Suisse

In March 2004, the State Prosecution (Procura della Repubblica presso il Tribunale di Firenze) launched investigations
relating to, among others, certain financial salespersons of Banca Fideuram and executives of its Swiss subsidiary, Fideuram
Bank Suisse. The Investigations relate to an alleged conspiracy to offer investment services or financial productsin Italy
without regulatory authorization, and, in the case of one individual, money laundering.

The Group has created a specific working group to assess the allegations and to ensure full collaboration with the
investigating authorities.

I nvestigation Against Sanpaolo INVEST and Banca Fideuram

On May 5, 2005, the prosecution of Spoleto concluded an investigation related to alleged irregularities of afinancial
planner of Sanpaolo INVEST against certain clients of Sanpaolo INVEST. The former managing director and the former head
of internal controls of Sanpaolo INVEST were a so under investigation pursuant to Article 2638 of the Italian Civil Code for
their failure to notify CONSOB of irregularities which emerged in an internal control in connection with the
financial planner.

Since the proceedings al so relate to the managing director and the head of internal controls of Sanpaolo INVEST,
Sanpaolo INVEST and Banca Fideuram (which, as holder of banking activities previously held by Sanpaolo INVEST, is
deemed jointly liable with Sanpaolo INVEST) are also part of the proceedings and are, allegedly, responsible for
administrative violations pursuant to Law No. 231 of 2001. Such administrative violations, if proved, would entail fines
ranging from a minimum of €52,000 to a maximum of €620,000.

On June 6, 2005, also in connection with the proceedings mentioned above, CONSOB initiated an investigation of
Sanpaolo INVEST 'sinternal controls.

On conclusion of this investigation, CONSOB initiated, with awrit served on January 4, 2006, against representatives of
Sanpaolo Invest Sim and Banca Fideuram as joint obligor with the former, proceedings aimed at imposing sanctions for a
number of presumed violations of regulations, principally on the subject of internal audits. Sanpaolo Invest SIM and the
addressees of the proceedings have responded, highlighting, inter alia, that the current procedures comply with the
regulationsin force.

CONSOB Regulatory Action Relating to Banca Fideuram

Following a series of meetings held with the management of Banca Fideuram, on June 9, 2005 CONSOB, as part of its
supervisory powers, brought to the attention of Banca Fideuram that there were a number of weaknesses in the procedure
followed for investment and consultancy services provided to customers as well asin those relating to the internal
controls systems.

CONSOB also requested Banca Fideuram to make all necessary arrangements to correct all the weaknesses that had
been highlighted in relation to which the Bank had moreover already launched, before the intervention of CONSOB, awork
plan aimed at making the necessary corrections.

Banca Fideuram approved the actions to be taken to improve the abovementioned procedures, paying particular attention
to the assessment of the adequacy of the transaction it carried out.

I nvestigations initiated by the Prosecution of Cagliari against employees of Sardinian public institutions as well as
financial salespeople and employees of Banca Fideuram

In February 2005, the prosecution of Cagliari concluded its preliminary investigation concerning an alleged fraud against
certain Sardinian regional ingtitutions; the investigation was triggered by crimes
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committed by afinancial salesperson of Banca Fideuram and also implicated employees of the Bank and other financial
salespeople. The case is due to be heard from July 25, 2006.

IMI Sir dispute

Litigation concerning the IMI Sir dispute relate to " Other assets' which include €1.3 million that refer to the estimated
realizable value of credits towards Consorzio Bancario SIR S.p.A. pursuant to a Ruling of the Civil Section of the Supreme
Court. The ruling substantially confirmed a previous ruling of the Rome Court of Appeal on September 11, 2001, which
required Consorzio Bancario SIR S.p.A. (in liquidation) to reimburse the sum of €506 million previously paid by IMI to the
heirs of Nino Rovelli as compensation for damages, in accordance with aruling of the Rome Court of Appea on
November 26, 1990. Nino Rovelli was the main shareholder of SIR Rumianca group, one of the main oil and chemical groups
in Italy which, because of its insolvency, was subject to a specia restructuring program in the late 1970's. Mr. Rovelli
launched alegal action to obtain compensation for damages due by IMI as a consequence of the alleged failure to comply
with restructuring obligations. However, the ruling changed previous ruling with respect to the amount of interest payable by
the Consorzio Bancario SIR S.p.A.—on procedural grounds and not merit—in respect of whether or not it should include the
amount matured from the date on which the appeal was served (approximately €72.5 million at December 31, 2001).
Furthermore, the Supreme Court referred to another section of the Rome Appeal Court the decision on whether or not the
total amount owed to the Parent Bank by the Consorzio Bancario SIR S.p.A. should be reduced by approximately
€14.5 million, as compensation for damages related to the transaction between the Consorzio Bancario SIR S.p.A. and IMI in
respect of the additional agreement of July 19, 1979: if the trial judge holds the claim unjustified, the verdict against the
Consorzio Bancario SIR S.p.A. to pay € 506 million will be reduced accordingly. In this respect, proceedings have begun for
the resummoning of the case before the Rome Court of Appeal, where judgment is currently pending.

The Supreme Court also passed final judgment on the right of the Consorzio Bancario SIR S.p.A. to be held harmless by
Battistella Primarosa (as heir to Nino Rovelli) and Eurovalori S.p.A. The Supreme Court also endowed the Consorzio
Bancario SIR S.p.A.'sright to recourse as subordinated to the previous payment of the amount owed to Sanpaolo IMI and
assigned the ruling on this appeal to the trial judge. Proceedings commenced in February 2004 and are still under way.

Theinitiatives taken so far have not achieved tangible results and the Parent Bank has therefore considered that the
estimated realizable value of the amount receivable in question should not exceed the Consorzio Bancario SIR S.p.A.'s capital
and its ability to pay such an amount, net of the effects attributable to the Supreme Court ruling, being substantially in line
with that currently recorded.

In line with the estimated value of the amount receivable, the investment of €477 million held in the Consorzio Bancario
SIR S.p.A. entirely written off in 2001.

In terms of civil cases undertaken as part of the crimina proceedingsin relation to the payment of damages, on April 29,
2003, the Criminal Section IV of the Court of Milan finally sentenced Rovelli's heir as accessory in crime and the other
co-defendants to different terms of imprisonment in relation to their respective levels of responsibility for corrupting ajudge,
aswell asto pay the sum of €516 million to the plaintiffs for moral damages.

That ruling was overruled by the Criminal Section |1 of the Milan Court of Appea on May 23, 2005, which, by
confirming (though with mitigation of penalties) the responsibility of the defendants in the corruption case affecting the
outcome of the dispute, also revoked the sentence against the defendants to pay damages for moral damages, giving the civil
court judge the task of establishing total damages. This ruling was appealed before the Supreme Court.

On May 4, 2006 the Criminal Section of the Supreme Court passed a definitive sentence on the case, by which it
confirmed the criminal responsibility for corruption of all the defendants, except
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Primarosa Battistella and her son Felice Rovelli, who were acquitted on the basis of different reasons that, on the other hand,
do not completely exclude their non-involvement in illicit activity. Furthermore, the Supreme Court acknowledged Sanpaolo
IMI'sright to be compensated for the damages incurred (both moral and financial) as a conseguence of the actions of the
defendants. On May 22, 2006, Sanpaolo IMI initiated proceedings in the Rome Appeal Court in order to revoke the ruling of
ajudge given by the Court of Rome on November 26, 1990 and, at the same time, to obtain aruling against Primarosa
Battistella to reimburse to Sanpaolo IMI the amounts adjudged in 1994 as a result of the corrupt judgment. The Consorzio
Bancario SIR S.p.A., in turn, notified Sanpaolo IMI and Battistella on June 3, 2006 that it had launched proceedings in the
Rome Court of Appeal to the effect that the ruling of September 11, 2001 (to reimburse Sanpaolo IMI the amounts paid to
Battistella) be revoked.

The Consorzio Bancario SIR S.p.A.'s action was based on the fact that the ruling which was tainted by corruption
congtitutes fal se grounds from which the ruling of September 11, 2001 ultimately derived and should therefore be revoked.

Dividends

Thetotal 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. Dollar amounts have been converted at the Noon Buying Rate in effect on
the respective payment dates.

Dividends per Share Dividends per Share
Y ear in€ inU.S$
2001 € 0.57(1) 0.53
2002 € 0.30(2) 0.35
2003 € 0.39(3) 0.48
2004 € 0.47(4) 0.59
2005 € 0.57(5) 0.73

(1) Approved at the annual shareholders meeting held on April 30, 2002 and paid on May 23, 2002.
(2) Approved at the annual shareholders meeting held on April 29, 2003 and paid on May 22, 2003.
(3) Approved at the annual shareholders meeting held on April 29, 2004 and paid on May 27, 2004.
(4) Approved at the annual shareholders meeting held on April 29, 2005 and paid on May 26, 2005.
(5) Approved at the annual shareholders meeting held on April 28, 2006 and paid on May 25, 2006.
C. Significant Changes
See: Item 4. "Information on Sanpaolo IMI—B. Significant Developments During 2005" on page 58 above.
ITEM 9. LISTING DETAILS
A. Performance of Sanpaolo IMI Share Prices

The Sanpaolo IMI Share price began 2005 at €10.644 and ended at €13.216 at December 30, 2005. Thisincrease
represented a 24.2% increase in Share price. For the same period, the Milan banking share index gained 30.2% in value.

On June 12, 2006, the closing Share price was €13.25, an increase of 0.26% from the end of 2005. During the same
period the Milan indices, covering the top 40 companies (SEP/MIB index) and the banking sector, decreased by 0.79% and
increased 3.53%, respectively.
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The principal trading market for the Sanpaolo IMI Sharesis the Telematico 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 IMI1 Shares, have been listed on the
NY SE 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) Thefollowing table liststhe reported annual high and low prices of Sanpaolo IMI Shares from 2001 through
June 12, 2006. From January 4, 1999, the Sanpaolo IM1 Shares began trading on Telematico in euro.

Y ear High(*)(€) L ow(*)(€)

2001 18.893 8.764
2002 13.702 5.231
2003 11.346 5.796
2004 11.072 8.799
2005 13.420 10.201
2006 (through June 12, 2006) 15.556 12.986

(*) Pricesat closing of trading session, source: Borsa ltaliana.

b) Thefollowing table lists the reported high and low prices of Sanpaolo IMI Shares on the Telematico and the
reported high and low prices of Sanpaolo IMI ADSs on the NY SE for each quarter of 2004 and 2005 and for the first two
quarters of 2006.

Telematico(1) NYSE
High Low High Low

2004

First quarter 11.07 9.14 27.81 22.35
Second quarter 10.03 9.06 23.93 21.66
Third quarter 9.88 8.80 24.75 21.60
Fourth quarter 10.72 9.33 29.05 22.65
2005

First quarter 12.08 10.20 31.40 26.15
Second quarter 12.48 11.10 32.35 26.92
Third quarter 12.92 11.37 31.34 27.29
Fourth quarter 13.42 11.79 31.76 28.76
2006

First quarter 15.56 12.99 37.89 31.76
Second quarter (through June 12, 2006) 15.37 13.25 39.35 33.15

(1) Pricesat closing of trading session. (source: Borsa ltaliana.)

Asof June 12, 2006, there were 16,603,886 ADSs outstanding, representing 33,207,772 Shares or approximately 2.1%
of Sanpaolo IMI's ordinary share capital. As of June 12, 2006, there were 29 holders of record of Sanpaolo IMI ADSs.
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¢) Thefollowing table lists the reported high and low market prices of Sanpaolo IMI ADSs for the most recent
six months:

Months High Low
January 2006 32.92 31.76
February 2006 35.61 32.92
March 2006 37.89 34.35
April 2006 37.77 35.47
May 2006 39.35 35.53
June 2006 (through June 12, 2006) 36.54 33.15
B. Markets

Clearance and Settlement of Sanpaolo IM| Shares

The settlement of stock exchange transactionsis facilitated by ajoint stock company (Monte Titoli SpA., "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 Legidative 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. 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 IM| 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 Tradingin Italy

Sanpaolo IMI Shares are listed in Milan and New Y ork, respectively on the Telematico and NY SE. As explained above
(see: Item 4. "Information on Sanpaolo IMI—C. Business Overview—Italian Banking Regulation and Corporate Governance
Principles’ on page 79 above), Borsa Italianais the joint stock company organizing and managing the regulated markets for
financial instruments. Borsa Italiana, previously owned by the public sector, was 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, 2005, a 13.74% share of the capital of Borsa Italiana.

The ordinary shareholders' meeting of Borsa Italianais entitled, according to Section 62, Legidlative Decree
No. 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.
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Article 62, paragraph 3bis of the above mentioned Law n. 262 of December 28, 2005, granted CONSOB the power
to determine:

« thegenera criteriawhich has to be respected (with specific regard to accounting transparency and the adequacy of
the organizational structure and the internal control system) in order to obtain the listing of their shares on an
Italian regulated market;

e theconditions that do not consent the listing of shares of companies which are subject to another
company's control;

« thetransparency criteriaand the limitations—in order to obtain the listing on an Italian regulated market—provided
for those financial companies whose assets consist only of participations.

According to current Borsa I taliana regul ations, a three-day rolling cash settlement period appliesto all trades of equity
securitiesin Italy. Any person, through an authorized intermediary, may purchase or sell listed securities. An "official price",
calculated for each security as aweighted average of all trades effected during the trading day and a "reference price”,
calculated for each security as aweighted average of the last 10% of trades effected during such day are reported daily. Each
of these pricesis 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:

e 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;
e Modify the trading conditions; and

e 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 IM1 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 the Telematico in terms of
capitalization and liquidity ("MI1B30").

Since February 19, 1996, call and put options are traded on the Italian derivatives market, which includes derivatives on
Sanpaolo IMI Shares.

Sanpaolo IMI ADSs have not at any time been suspended from trading on the NY SE (nor hastrading at any other time
been halted).

ITEM 10. ADDITIONAL INFORMATION
A. Bylaws

As reported in Article 4 of the bylaws, Sanpaolo IMI has as its purpose the taking 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, al banking and financial transactions and
services aswell as any other transaction in the way of business and in whatever way related to the achievement of its
corporate objective.

Sanpaolo IMI inits capacity as Reporting Bank or capogruppo for the Bank of Italy purposes 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
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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 asawhole.

There are neither provision in the bylaws concerning limitations in the right to hold securities nor concerning:

(@) aDirector'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;

(©) Number of Sharesfor 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 Directorsis 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 Shares and 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 23 of the bylaws.

Every ordinary Share confers the right to one vote in ordinary and extraordinary meetings. Every Azione Privilegiata
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 provisionsin the bylaws which have been designed to prevent a change in control of Sanpaolo IMI.
B. Foreign Investment

There are no limitations imposed by Italian law on the rights of non-residents of Italy or foreign personsto 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.

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 alisted 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 alisted 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 aforeign company may not exceed
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10% if such foreign company's stake in the Italian listed company exceeds 2%; conversely aforeign company may not exceed
the 2% limit if the Italian company owning 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.

In compliance with Law n. 62/2005, amending the Consolidated Securities Law and implementing the Directive
2003/6/EEC oninsider dealing and market manipulation, any person who holds shares amounting to at least 10% of the share
capital of alisted company and any other persons controlling such listed company is required to inform CONSOB and the
public about any transaction they carry out, directly or indirectly, regarding issuer's shares or other financial instruments
linked to them. The notification to CONSOB and the public must be made within five days from the date of the transaction.
Such information duties do not apply in the event the overall amount of the transaction does not exceed €5000 by the end of
the year.

Furthermore, according to Consolidated Securities Law, any agreement, in whatever form, intended to regulate the
exercise of voting rightsin alisted company (or in the company or companies controlling a listed company), together with
any of its subsequent amendments, renewal or termination, must be: (i) notified to CONSOB, within five days from its
execution; (ii) disclosed to the public through the publication, in abstract form, in one Italian newspaper having general
circulation, within 10 days from its execution; and (iii) deposited in the companies' Register at the site where such listed
company hasits registered office, within 15 days from its execution.

The same requirements are also mandated for agreements, in whatever form, that (a) impose an obligation of prior
consultation for the exercise of voting rights in alisted company and in its controlling companies; (b) contain undertaking
limiting the transferability of the shares and other securities granting rights for the acquisition or subscription of the Shares,
(c) provide for the acquisition of the Shares and securities hereon; and (d) contemplate or cause the exercise, also in
association with other person, of dominant influence on the listed company that issued the shares and on its
controlled entities.

Based on the Consolidated Securities Law, if the shareholder's agreement provides for an expiry date, the duration of the
agreement cannot exceed three years. In the event an expiry date is not provided, each party to the agreement can withdraw
from such an agreement by giving six-month's notice.

Asageneral rule, it isworth remembering that anyone who investsin alisted company's financial instrument is required
to strictly comply with the market abuse regulation provided by the above mentioned Law n. 62 of April 18, 2005.

Banking Regulations

The requests for the purchase of more than 5% of the capital of an Italian bank, made by any national of a State other
than an EU member state, that applies discriminatory measures with regards to similar acquisitions by an Italian national must
be reported to the Ministry of Economy and Finance Minister. The President of the Italian Council of Ministers may deny
such authorization upon the Ministry of Economy and Finance Minister's proposal.

For the other purchase requirements or limitations provided for Italian banking legislation, see: Item 4. "Information on
Sanpaolo IMI—C. Business Overview—Italian Banking Regulation and Corporate Governance principles—Participation in
the Share Capital of aBank" on page 82 above.
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Antitrust Regulations

In compliance with Law 262/2005, concentrations between banks which meet certain turnover thresholds and may create
or strengthen a dominant position in the domestic market are subject to the Antitrust Authority's authorization, as for antitrust
matters, and to the Bank of Italy's authorization as for the assessment of the sound and prudent management of the bank.
However, any concentration with an "EU dimension", as defined in Article 1 of the "EC Merger Regulation” (Council
Regulation No. 139/2004 of January 20, 2004 on the control of concentrations between undertakings), must be notified to the
European Commission for approval before being implemented.

For the other purchase requirements or limitations provided in relation to antitrust issues, see: Item 4. "Information on
Sanpaolo IMI—C. Business Overview—Italian Banking Regulation and Corporate Governance principles—Participation in
the Share Capital of aBank" on page 82 above.

C. Exchange Controlsand Material Contracts
Exchange Controls

Asageneral rule, residents of Italy may hold foreign currency and foreign securities of any kind, within and outside
Italy, and no exchange control consent is required in Italy for the transfer outside of Italy of dividends or other distributions
with respect to, or the proceeds from the sale of, shares of an Italian company. However, Italian residents and non-resident
investors, who transfer, directly or indirectly (through banks or other intermediaries) into or out of Italy, cash, investments or
other securitiesin excess of €12,500 must report all such transfersto the "Ufficio Italiano Cambi” (Italian Exchange Office).
In the case of indirect transfers, banks or other intermediaries are required to maintain records of al such transfersfor five
years for inspections by Italian tax and judicia authorities. Non compliance with these reporting and record-keeping
requirements may result in administrative fines or, in the case of false reporting or in certain cases of incomplete reporting,
criminal penalties. The Ufficio Italiano Cambi is required to maintain reports for a period of ten years and may use such
reports directly or through other government offices, to police money laundering, tax evasion and any other crime
or violation.

Individuals, non profit entities and non commercial partnerships that are residents of Italy must disclose on their annual
tax returns all investments and financial assets held outside Italy, as well as the total amount of transfers to, from, within and
between countries other than Italy relating to such foreign investments or financial assets, even if at the end of the taxable
period foreign investment or financial assets are no longer owned. No such disclosure is required if (i) the foreign investment
or financial assets are exempt from income tax; or (ii) the total value of the foreign investments or financial assets at the end
of the taxable period or the total amount of the transfers effected during the fiscal year does not exceed €12,500. Corporate
residents of Italy are exempt from these tax disclosure requirements with respect to their annual tax returns because this
information is required to be discussed in their financial statements.

D. Taxation

The following summary describes the material Italian tax and U.S. federal income tax consequences of the acquisition,
ownership and sale of Shares, including Shares represented by ADSs evidenced by ADRs, that are generally applicable to
U.S. holders who own Shares or ADSs as capital assets. For these purposes, a U.S. holder is a beneficial owner of Shares or
ADSsthat is, for U.S. federal income tax purposes:

. acitizen or resident of the United States;

e acorporation, or other entity taxable as a corporation, created or organized in or under the laws of the United States
or of any political subdivision of the United States; or
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e anestate or trust the income of which is subject to U.S. federal income taxation regardless of its source;

- andwho qualifies for the benefits of the current income tax convention between the United States and Italy
(the "Income Tax Convention"). Specia rules apply to U.S. holders that are also residents of Italy. This summary
does not discuss the treatment of Shares or ADSs that are held in connection with a permanent establishment or
fixed base through which a beneficial owner carries on business or performs personal servicesin Italy.

This discussion is based on the tax laws and practices of Italy and the United States currently in effect, aswell asthe
Income Tax convention. These laws may change, possibly with retroactive effect. The discussion of United States taxation
does not address U.S. state, local or other non-U.S. tax consequences. This discussion is based in part upon representations by
the Depositary and assumes that each obligation provided for in, or otherwise contemplated by, the Deposit Agreement and
any related agreement will be performed in accordance with its respective terms. The U.S. Treasury has expressed concerns
that parties to whom ADRs are pre-rel eased may be taking actions that are inconsistent with U.S. holders of ADSs claiming
foreign tax creditsfor U.S. federal income tax purposes. Such actions would also be inconsistent with U.S. holders of ADSs
claiming of the reduced rate of tax applicable to dividends received by certain non-corporate U.S. holders. Accordingly, the
analysis of the creditability of Italian taxes and the availability of the reduced tax rate for dividends received by certain
non-corporate U.S. holders, both described below, could be affected by actions that may be taken by parties to whom ADSs
are pre-released.

Please note that this discussion does not address all of the tax consequences that may be relevant in light of a
U.S. holder's particular circumstances. In particular, it does not address U.S. holders subject to specia rules, including:

e persons subject to the alternative minimum tax;

e insurance companies;

e tax-exempt entities;

e dedersand tradersin securities or foreign currencies;

e certainfinancia institutions;

e partnership or other entities classified as partnerships for U.S. federal income tax purposes,

e personswho acquired Shares or ADSs pursuant to the exercise of any employee stock option or otherwise
as compensation;

e persons who own the Shares or ADSs as part of an integrated investment, including a straddle, hedging or
conversion transaction, comprised of the Shares or ADSs and one or more other positions for tax purposes;

e personswhose functional currency is not the U.S. dollar; or

e personswho actually or constructively own 10% or more of Sanpaolo IMI's voting stock.

U.S. holders should consult their own tax advisors with regard to the application of Italian tax law, and U.S. federal
income tax laws to the Shares or ADSs, and any tax consequences arising under the laws of any U.S. state, local or
non-U.S. taxing jurisdictions. For purposes of the Income Tax Convention, the current estate tax convention between the
United States and Italy (the "Estate Tax Convention™), Italian tax and U.S. federal income tax law, U.S. holders of ADRs
evidencing ADSswill be generally treated as owners of the Shares represented by those ADSs.
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This discussion assumes that Sanpaolo IMI was not a passive foreign investment company for its 2005 taxable year, as
described below.

Italian Taxation
Taxation of Dividends

Italian law provides for the withholding of income tax at a 27% rate on dividends paid by Italian resident companies to
shareholders who are not residents of Italy for tax purposes (the rate is 12.50% in the case of dividends from saving
shares—azioni di risparmio). Reduced rates (normally 15%) apply to non-resident shareholders who are entitled to, and
comply with, procedures for claiming benefits under an income tax convention. Italy has concluded income tax conventions
with over 70 foreign countries, including all of the members of the European Union (the income tax convention with Latvia
has been signed but not yet ratified), Argentina, Australia, Brazil, Canada, Japan, New Zealand, Norway, Switzerland, the
United States and some countries in Africa, the Middle East and Far East.

Under the Income Tax Convention, dividends derived and beneficially owned by U.S. holders are generally subject to
Italian withholding tax at a reduced rate of 15%.

Asto dividends derived in respect of shares held in the centralized deposit system managed by Monte Titali, instead of
the 27% withholding tax mentioned above, a substitute tax, at the same 27% rate, applies. Such substitute tax is levied by the
custodian of the shares.

Since the Shares underlying Sanpaolo IMI ADRs are sub-deposited with Monte Titoli, no withholding tax will be
applied by Sanpaolo IMI directly, and the substitute tax will be applied by the custodian. The Depositary's instructions
specify the procedures that U.S. holders of ADSs must follow in order to obtain areduction of the rate of the substitute tax to
15% pursuant to the Income Tax Convention.

According to Italian law, in order to obtain a reduced rate under the Income Tax Convention, the following procedure
must be followed. The custodian must receive, in atimely manner (in accordance with the custodian's requirements) prior to
the dividend payment date:

(i) adeclaration of the U.S. holder containing all the data that identifies the beneficial owner of the Shares,

(ii) arequest by the beneficial owner for the application of the Income Tax Convention which contains a declaration
that indicates the fulfillment of all conditions required by the Income Tax Convention, as well as the necessary
elements to determine the applicable Income Tax Convention withholding tax rate, together with a statement that
such beneficial owner does not maintain a permanent establishment or afixed basein Italy; and

(iii) acertification (Form 6166) from the U.S. Internal Revenue Service that the beneficial owner isa U.S. resident for
the purpose of the Income Tax Convention. Such certificate will be effective until March 31 of the year following
submission. The processing of requests for certification by the U.S. Internal Revenue Service may take a significant
amount of time and may be subject to delays. Accordingly, in order to be eligible for the procedure described
below, U.S. holders should begin the process of obtaining certificates as soon as possible after receiving
instructions from the depositary on how to claim the 15% reduced rate under the Income Tax Convention.

The custodian may advise the Depositary, and the Depositary will advise U.S. holders, of any additional limited period
during which the custodian is able to receive claims for the 15% reduced treaty rate.
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If the custodian does not receive the required documentation on atimely basis, or if in the custodian's judgment the
documentation fails to satisfy the requirements of Italian law for any reason, a U.S. Holder will not be entitled to obtain the
Income Tax Convention rate at source and instead must claim arefund of 12% of the dividend (representing the difference
between the 27% ordinary rate and the 15% Income Tax Convention rate) directly from the Italian tax authorities. Extensive
delays have been encountered by U.S. holders seeking refunds from the Italian tax authorities.

Italian law provides an aternative mechanism under which non-resident shareholders can claim arefund of up to
four-ninths of Italian withholding taxes on dividend income by establishing to the Italian tax authorities that the dividend
income was subject to income tax in another jurisdiction in an amount at least equal to the total refunds claimed. U.S. holders
should consult their own tax advisors concerning the possible availability of these additional refunds, which traditionally have
been payable only after extensive delays.

Distribution of additional Sharesto U.S. holders with respect to their Shares or ADSs that are made as part of apro rata
distribution to al shareholders of Sanpaolo IMI generally will not be subject to Italian tax.

Italian companies are required to supply to the Italian tax authorities certain information concerning the identity of
non-resident shareholders in connection with the payment of dividends. Shareholders are required to provide their Italian tax
identification number, if any, or alternatively, in the case of individuals, their name, address and place and date of birth, or in
the case of legal entities and partnerships, their name, country of establishment, address and the information required for
individual s with respect to one of their representatives.

Non-resident shareholders are also required to provide their foreign tax identification number, if any.

In the case of ADSs owned by U.S. holders, Sanpaolo IM| understands that the provision of information concerning the
Depositary, in its capacity as holder of record of the Shares, will satisfy these requirements. Sanpaolo IMI will be required to
provide information concerning non-resident beneficial owners of Shares, however, to the extent such owners wish to benefit
from reduced withholding tax rates on dividends under an income tax convention, and claims for such benefits therefore must
be accompanied by the required information.

Taxation of Capital Gains

The Italian capital gainstax is not applicableif (i) the seller isanon-resident without a permanent establishment in Italy,
(i) the Shares (or ADSs) are listed on a stock exchange and (iii) during any 12-month period the seller does not dispose of
Shares (or ADSs) that comprise a"qualified shareholding”. For Shares listed on a stock exchange, a"qualified shareholding”
consists of shares which entitle the holder to exercise more than 2% of the voting rights of the company or represent more
than 5% of the share capital.

Since the Shares (and ADSs) are listed, capital gains realized on the sale of shareholdingsin Sanpaolo IMI by
non-resident holders without a permanent establishment in Italy are not subject to capital gainstax provided that the Shares
disposed are not a"qualified shareholding"”. In addition, an exemption from capital gains tax may be available pursuant to an
income tax convention. Capital gains realized on the sale of qualified shareholdings are subject to income tax at ordinary
rates; the tax base is 40% of the realized gain. Pursuant to the Income Tax Convention, a U.S. holder will not be subject to
capital gainstax unlessthe Shares or ADSs form part of the business property of a permanent establishment of the
U.S. holder in Italy or pertain to afixed base available to the U.S. holder in Italy for the purpose of performing independent
personal services. U.S. holders who sell Shares or ADSs
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may be required to produce appropriate documentation establishing that they meet the requirements for the exemption from
capital gains under the Income Tax Convention.

Other Italian Taxes
Estate and Gift Tax

Pursuant to Law 383 of October 18, 2001, inheritance and gift tax no longer applies to inheritance and gift transfers
made after October 25, 2001. Gift transfers to persons other than the spouse, ascendants or descendants or relatives within the
4th degree will be subject to transfer taxes ordinarily applicable to transfers for consideration, if any, when the value of the
gift to each person exceeds €180,759.91; the tax applies only to the amount in excess thereof.

Transfer Tax

No transfer tax is payable upon the transfer of Shares through an officially recognized stock exchange. Transfers of
Shares or ADSs outside an officially recognized stock exchange are also exempted from the payment of transfer tax provided
that the parties entering into the agreement pursuant to which the transfer takes place are:

(i) dl non-residents,
(if) al banks, Italian securities dealing firms (SIMs) or stockbrokers, or

(iif) banks, SIMs or stockbrokers, on the one hand, and non-residents or investment funds, on the other hand.
In any other case, transfer tax is currently payable at the following rates:

e €0.072 per €51.65 (or fraction thereof) of the price at which the Shares or ADSs are transferred when the transfer is
made between private individuals directly or through an intermediary that is not a bank, SIM or stockbroker;

e €0.0258 per €51.65 (or fraction thereof) of the price at which the Shares or ADSs are transferred when the transfer
is made either (i) between abank and a private individual or (ii) between private individuals through a bank, SIM
or stockbroker.

The change of a clearing system or depository (e.g., Euroclear, Clearstream or Monte Titoli) not involving atransfer of
the ownership of the transferred Shares or ADSs will not trigger the Italian transfer tax.

Apart from the above exemptions and exclusions, there are questions regarding the applicability of the transfer tax to the
transfer of ADSs, since ADSs are not shares themselves. In general, with respect to U.S. holders, the transfer tax will not be
applicable on transfers of Sanpaolo IMI Shares or ADSs. However, in the case of transfers which are not executed on an
official stock exchange and are entered into with an Italian counterparty other than a bank or other authorized financial
intermediary or an investment fund, it is advisable that U.S. holders consult their own tax advisors concerning the
applicability of thistransfer tax. Deposits and withdrawals of Sharesin return for ADSs by U.S. holders will not be subject to
the transfer tax.

United States Federal |ncome Taxation
Taxation of Dividends

Distributions made with respect to the Shares or ADSs (other than certain pro rata distributions of Shares), without
reduction for any ltalian tax withheld, will generally constitute foreign source dividend income for U.S. federal income tax
purposes to the extent such distributions are made from Sanpaolo
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IMI's current or accumulated earnings and profits, as determined in accordance with U.S. federal income tax principles. A
corporate U.S. holder will not be entitled to claim a dividends-received deduction for dividends paid on the Shares or ADSs.
Subject to applicable limitations that may vary depending upon a holder'sindividual circumstances and the discussion above
regarding concerns expressed by the U.S. Treasury, dividends paid to certain non-corporate U.S. holdersin taxable years
beginning before January 1, 2011 may be taxable at a maximum tax rate of 15%. Non-corporate U.S. holders should consult
their own tax advisersto determine whether they are subject to any special rulesthat limit their ability to be taxed at this
favorable rate.

The amount of any dividend paid in euros, including the amount of any Italian tax withheld, will be equal to the
U.S. dollar value of such euros on the date of receipt by the Depositary, in the case of U.S. holders of ADSs, or by the
U.S. holder, in the case of U.S. holders of Shares, regardless of whether the payment isin fact converted into U.S. dollars on
the date of receipt. Gain or loss, if any, recognized on the sale or other disposition of such euroswill be U.S. source ordinary
income or loss. If the dividend is converted into U.S. dollars on the date of receipt, you generally should not be required to
recognize foreign currency gain or lossin respect of the dividend income. The amount of any distribution of property other
than cash will be the fair market value of such property on the date of distribution.

Subject to applicable limitations and restrictions and the discussion above regarding concerns expressed by the
U.S. Treasury, Italian taxes withheld from dividends at arate not in excess of that provided in the Income Tax Convention
will be eligible for credit against a U.S. holder's U.S. federal income tax liability. Italian taxes withheld in excess of the rate
provided in the Income Tax Convention will generally not be eligible for credit against aU.S. holder's U.S. federa income
tax liability. See: "—Italian Taxation—Taxation of Dividends" above for a discussion of how to obtain the rate of
withholding provided for in the Income Tax Convention.

The limitation on foreign taxes eligible for credit is calculated separately with respect to specific classes of income. The
rules governing foreign tax credits are complex. Therefore, U.S. holders should consult their own tax advisors concerning the
availability of foreign tax creditsin their particular situation.

Taxation of Capital Gains

A U.S. holder will recognize capital gain or lossfor U.S. federal income tax purposes on the sale or exchange of Shares
or ADSsin the same manner as the U.S. holder would on the sale or exchange of any other shares of stock held as capital
assets. Asaresult, aU.S. holder will generally recognize capital gain or lossfor U.S. federal income tax purposes equal to the
difference between the amount realized and such holder's adjusted basis in the Shares or ADSs determined in U.S. dollars.
Any capital gain or loss will generally be U.S. source and will be long-term if the Shares or ADSs were held for longer than
oneyear. U.S. holders should consult their own tax advisors about the trestment of capital gains, which may be taxed at lower
rates than ordinary income for non-corporate U.S. holders, and capital losses, the deductibility of which may be limited.

Passive Foreign Investment Company Rules

Based on proposed U.S. Treasury regulations, Sanpaolo IMI does not expect to be considered a"passive foreign
investment company" ("PFIC") for U.S. federal income tax purposes for its 2005 taxable year. However, thisis afactual
determination that must be made annually and thus there can be no assurance that Sanpaolo IMI will not be considered a
PFIC for any future taxable year. In addition, there can be no assurance that the proposed regulations will be finalized in their
current form. If Sanpaolo IMI were treated as a PFIC for any taxable year during which aU.S. holder held Shares or ADSs,
certain adverse tax consequences could apply to the U.S. holder.
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Information Reporting and Backup Withholding

A U.S. holder may, under certain circumstances, be subject to information reporting and backup withholding with
respect to dividends or the proceeds of any sale, exchange or redemption of ADSs or Shares unlessthe U.S. holder:

e isacorporation or comes within certain other exempt categories, and, when required, demonstrates this fact, or

* inthe case of backup withholding, provides a correct taxpayer identification number, certifies that it is not subject
to backup withholding and otherwise complies with applicable requirements of the backup withholding rules.

Any amount withheld under these rules will be creditable against a U.S. holder's U.S. federal income tax liability if the
U.S. holder provides the required information to the U.S. Internal Revenue Service. If aU.S. holder is required to and does
not provide a correct taxpayer identification number, the U.S. holder may be subject to penalties imposed by the U.S. Internal
Revenue Service.

E. Documentson Display

Sanpaolo IMI isrequired by Italian law and the regulatory authorities to make available to the public certain documents.
These include principally the financial statements of the Group and of the Parent Bank, the Articles and Bylaws and any other
documents relating to shareholders' resolutions.

These documents are available at Segreteria Societaria of Sanpaolo IMI, Piazza San Carlo 156, 10121 Turin, Italy.
ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
General
Thebasic principles

The Group is strongly committed to risk management and control on the basis of the following three principles:

*  clear identification of responsibility for taking on risks;

*  measurement and control systemsin line with international best practice;

e organizationa separation between the Business Areas that conduct business activities and those responsible
for controls.

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

The Parent Bank also performs general risk management and control functions and takes risk-acceptance decisionsin the
case of particularly large risks, supported by the Risk Management Department.

The Business Areas that generate credit and/or financial risks are assigned limits of autonomy and each has its own
control structure. For the main Group banking subsidiaries (Sanpaolo Banco di Napoli, Cassa di Risparmio in Bologna, Cassa
di Risparmio di Padova e Rovigo, Cassa di Risparmio di Venezia, Friulcassa and Banca Popolare dell'Adriatico), these
functions are carried out, on the basis of an outsourcing contract, by the Parent Bank's risk control functions, which
periodically report to the Board of Directors and the Audit Committee of the subsidiary.

193




TheBasdl 2 Project

In June 2004, the Basel Committee on Banking Supervision published the fina version of the Capital Accord ("Basel
2"), adopted by the European Union at the end of 2005 through the Directive on Capital Adequacy.

Very briefly, Basel 2 provides for new quantitative rules to establish the minimum capital requirement to cover credit,
market and operational risks:

e asregards credit risks, the new rulesintroduce a greater degree of correlation between capital requirements and
risks, through the acknowledgment of ratings and other credit risk measurement tools. Basel 2 sets out a standard
approach as well as two increasingly sophisticated approaches based on internal risk management tools;

e asregards market risks, the legal regulations currently in force continue to apply;

« finally, Basal 2 introduces capital absorption for operational risks, which can also be measured using three
approaches which are increasingly more analytical.

Basel 2 isdesigned to promote, through alower absorption of capital, the adoption of more sophisticated methods, in
both credit risks and operational risks. In order to obtain access to these options, however, the banks must satisfy a set of
minimum requirements for risk management and control methodologies, to be verified by the applicable Supervisory
Authority (in Italy the Bank of Italy).

Most of the advantages of Basel 2 are expected to arise from the management and operating results obtained from the
systematic application of the new methodologies which should allow the improvement of risk management and control
capabilities as well as increase the efficiency and effectiveness of customer service.

In order to take advantage of these opportunities, since 2003 Sanpaolo IMI has launched the "Basel 2 Project”, whose
mission is to prepare the Group for the adoption of the advanced approaches as soon as Basel 2 becomes enforceable. It is
expected that Basel 2 will become enforceable at the beginning of 2007.

A new Group credit procedure was introduced during 2005 that, in accordance with Basel 2, includes the use of internal
rating as an essential part of deliberations on credit acceptance and management.

The new procedure is applied to the corporate, small business and household mortgage sectors. During 2006 it will be
extended to other retail loans, thereby reaching an almost total coverage of customer loans.

Information on risks and hedging Banking Group's Risks
Qualitative Information

Credit risk management policies

Organizational aspects

Sanpaolo IMI has established lines of conduct to be followed throughout the Group when taking on risk. The Parent
Bank and the banking subsidiaries are assigned approval limits defined in terms of total Group exposure to the counterparty
and also differentiated according to the counterparty'sinternal rating. Any transaction exceeding the prescribed limits must be
submitted to the approval of the appropriate bodies of the Parent Bank, consisting of (according to the level of exposure) the
Credit Department, the Group Credit Committee (composed of the General Manager and the heads of the relevant structures),

the Executive Committee and the Board of Directors.
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The Credit Department, which is independent from the Business Areas, is responsible for defining and updating the
credit procedures and processes at Group level. With regard to the approval phase, it ensures the investigation and approval of
transactions that exceed the abovementioned approval limits. The Credit Department is also responsible for controlling and
preventing the deterioration in the credit quality, and setting policies for the management and control of doubtful loans.

The Risk Management Department is responsible, at Group level, for defining and updating the credit risk measurement
methods, with the objective of guaranteeing their alignment with best practice, as well as for analyzing the risk profile and
preparing summary reports for Sanpaolo IMI's senior management on the changes in the Group's asset quality.

The control structures operating within the individual companies of the Group are responsible for measuring and
monitoring the portion of the loan book assigned to them.

For the main Group banking networks (Sanpaolo Banco di Napoli, Cassa di Risparmio in Bologna, Cassadi Risparmio
di Padova e Rovigo, Cassadi Risparmio di Venezia, Banca Popolare dell'Adriatico and Friulcassa) these functions are carried
out, on the basis of an outsourcing contract, by the Parent Bank's risk control functions that report periodically to the Board of
Directors and the Audit Committee of the subsidiary.

Management, measurement and control systems

Sanpaolo IMI has developed a set of instruments to ensure analytical control over the quality of the loans to customers
and financial institutions, and exposures subject to country risk.

With regard to loans to customers, rating models have been devel oped, differentiated according to the economic sector
and size of the counterpart. These models make it possible to summarize the credit quality of the counterparty's credit quality
in a measurement, the rating, which reflects the probability of default over a period of one year, adjusted on the basis of the
average level of the economic cycle. Statistical calibrations have rendered these rating fully consistent with those awarded by
rating agencies, forming a single scale of reference. The periodic backtesting analyses carried out to date, comparing the
insolvency forecasts with the effective defaults, confirm the validity of the models used.

In 2005, the rating, previously used in the loan approval process with regard to counterparties submitted to the Group
Credit Committee or higher bodies, was introduced as an essential element of the processin relation to the credit granted by
the Group's banking networks. Together with the assessment of the credit mitigating factors (typically guarantees and
covenants), the rating contributes to defining the credit risk strategy, represented by the set of commercial policiesand
management behavior (frequency of reviews of lines of credit and recovery actions).

The new loan approval process, designed in accordance with the Basel 2 organizational requirements, has been
implemented in the corporate, small business and mortgage areas of the Group's banking networks and Banca OPI. During
the year, it will be progressively extended to the other types of customer and to all the Italian companies of the Group whose
principal mission isto take on credit risks.

With regard to banking and finance counterparties, a system has been established to classify the financial institutions on
a scale consistent with those used by rating agencies. The risk class forms the basic information that, integrated by the type
and duration of the transaction, and by any guarantees present, makes it possible to determine the credit limits with
each counterparty.

Finally, as regards country risk, the rating is assigned on the basis of a model that takes into consideration the judgment
of specialized institutions and agencies, market information and internal assessments.
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The ratings are not just a direct instrument to monitor credit risk, but are also a primary element for the credit risk
portfolio model, which summarizes the information on asset quality in terms of risk indicators, including expected losses and
capital at risk.

The expected loss is the product of exposure to default, probability of default (derived from the rating) and loss given
default. The latter is measured with reference to an economic rather than accounting concept of lossincluding legal costs and
prudently calculated on the discounted value of post-default recoveries.

The "expected" |oss represents the average of the loss distribution, whereas the capital at risk is defined as the maximum
"unexpected" loss that the Group may incur with a confidence level of 99.95%.

Techniques for the mitigation of credit risk

The techniques for the mitigation of credit risk are the elements that contribute to reducing potential loss. They include
guarantees, facility types and covenants.

The evaluation of the mitigating factorsis performed through a procedure that assigns each individual loan aloss given
default, assuming the highest valuesin the case of ordinary unsecured loans and decreasing in accordance with the strength
given to any mitigating factors present.

The"very strong" and "strong" mitigating factors include financial collateral and residential mortgages. Other mitigating
guarantees include non-residential mortgages and personal guaranteesissued by unrated parties, provided they have sufficient
personal assets. The strength of the personal guarantee issued by rated parties (typically banks, credit guarantee consortia and
corporates, in general belonging to the same counterpart group) is assessed on the basis of the guarantor's credit quality
through mechanisms based on the so called "PD substitution™ which consists of the substitution of the obligor's probability of
default with the guarantor's one.

The loss given default values are subsequently aggregated at customer level in order to provide a summary evaluation of
the strength of the mitigating factors.

Within the credit acceptance and management process, as mentioned above, the strength of the mitigating factorsis
important in the definition of the credit strategy, in particular with reference to the counterparties classified by the rating
system as non investment grade.

In addition, certain types of transactions, typically medium-long term loans, require collateral or covenants for their
finalization regardless of the defined credit strategy.

Impaired financial assets

This description focuses on the technical-organizational and methodological procedures used in the management and
control of impaired financial assets; it includes the methods of classification of the assets by counterparty quality, the factors
that allow transition from impaired exposures to performing exposures, the analysis of the exposure by length of past due, and
the procedures for the assessment of the adequacy of write-downs and provisions.

The monitoring of the correct application of the classification rules, using dedicated tools and procedures, is delegated to
acentral structure in the credit department responsible for credit control.

With reference to loans past due by more than 180 days, restructured loans and problem loans, the structures responsible
for their management are identified, on the basis of pre-determined thresholds of increasing significance, within the
operationa areas, in decentralized organizational units that carry out specialist activities and in a dedicated central structure
that is responsible for the entire management and coordination of these matters.
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The management of non performing positionsis centralized within specialized functions of the head office that, in
carrying out relevant recovery actions, relies on personnel located throughout the banking networks of the Group. Within
these actions, in order to identify the strategies that may be implemented for each individua position, the out of court and
judicial solutions are examined, in terms of cost-benefit analyses, taking into account the financial impact of the estimated
recovery times.

The vauation is reviewed whenever significant events come to light that may alter the recovery prospects. In order for
adjustments for these events to be made in atimely manner, the information relating to the debtor is periodically monitored
and the progress of out of court settlements and the various phases of legal proceedings are periodically verified.

The return of impaired exposures to performing status, governed by the specific internal regulations, may only take place
on the proposal of the structures responsible for their management, upon ascertainment that the critical conditions or state of
default no longer exist and subject to the binding opinion, where envisaged, of the structure responsible for to credit control
whenever the return to performing status occurs within six months since the classification asimparied asset.

The overall doubtful loans portfolio is continually monitored through a predetermined control system and periodic
managerial reporting.

Break-down of exposures by external and internal ratings

The break-down of exposures by external and internal ratings refers to loans and commitments on and off balance sheet
of the Group companies to which the models of credit risk measurement apply (Sanpaolo IMI, Sanpaolo Banco di Napoli,
Banca Popolare dell'Adriatico, Cassa di Risparmio di Padova e Rovigo, Cassadi Risparmio in Bologna, Cassa di Risparmio
di Venezia, Friulcassa, Banca OPI, Sanpaolo IMI Bank Ireland, Sanpaolo Leasint and Neos Bank), which overall represent
more than 95% of the credit risk weighted assets of the Group.

External ratings are present on 23% of the loans to customers and on 52% of the loans to banks. Since they refer to
counterparties belonging to the public and banking sector and to corporate customers of high standing, these ratings are
concentrated on the highest classes, as shown in the following chart.

The following chart presents, at year end 2005, the break-down of on- and off-balance sheet loans by externa rating:

70% -

- 0 -’_ -
60% customers
50% 11 M banks i
40% 1
30% 11
20% 1
10% 11T

O(V(D = . | | | —

< < o /M @ 2a
< ¥ ] I &8¢
< < 82 F @& 3
§ s o0

o

o

197




Internal ratings, also attributed to counterparts with external ratings, cover loans to banks almost completely (97%) and
cover 75% of loans to customers. This coverage is high and is steadily increasing for the corporate and small business sectors,
which, as described above, have been affected during the year by the introduction of new Basle 2 compliant procedures.
Unrated counterparties are concentrated in the household segment, where, moreover, the residential mortgage rating model,
which represents the largest portion of the segment, has been refined during 2005 and its usage introduced in the approval
process. The introduction of the other rating models, for other loans issued to retail counterparties, will be implemented
gradually during the second half of 2006. For the purposes of calculating risk indicators, unrated counterparties are assigned
an estimated rating on the basis of the average probabilities of default.

The breakdown of loans by class of internal rating, outlined in the following chart, reflects almost completely investment
grade counterparties (up to BBB-) as far as banks are concerned. L oans to customers, however, are ranked 76% in the
investment grade area, 18% in the intermediate classes (BB) and 6% in the riskiest classes. There are almost no loansin the
highest risk levels (less than B-).

The following chart presents, at year end 2005, the break-down of on- and off-balance sheet loans by internal rating:
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Securitization and Sale of Asset Transactions
Securitization transactions

As at December 31, 2005 the Sanpaolo IMI Group is a party to the following securitization by the subsidiary
Sanpaolo Leasint;

SPLIT2 Operation—in the fourth quarter of 2004 Sanpaolo Leasint sold, without recourse, to Split2 Srl ("Split2"), a
special purpose vehicle set up pursuant to Italian law no. 130/99, the loans deriving from performing leasing contracts
covering real estate, automotive vehicles and capital goods for atotal amount of €1,805 million. In addition to this portfolio,
the structure of the securitization in order to comply with certain conditions, includes the sale to Split 2 from Sanpaolo
Leasint of further portfolios on a quarterly basis which will replace the loans from time to time received by Split2 in the first
18 months. In order to gather the funding necessary for purchasing the loans, Split2 issued three classes of security rated by
all three agencies (Moody's, S& P and Fitch) which have been successfully placed on the market and ajunior class with a
nominal value of €18 million, underwritten by Sanpaolo Leasint. The objectives of the operation were to diversify the
company's sources of funding, to implement atime matching between the funding and the underlying loans and investments,
and to free up economic and regulatory capital. Sanpaolo Leasint, in itsrole as servicer, continues to manage the collections
on the loans portfolio that was sold and to maintain direct relations with the customers,
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transferring the collections in terms of principal and interest from the portfolio to accounts opened in the name of the SPV at
the depositary bank of the collections. It regularly provides information on the portfolio, necessary for monitoring by the
rating agencies. The amount of loans collected as at December 31, 2005 as servicer is €622 million. The securitized assets
underlying the junior security as at December 31, 2005 are €1,622 million attributable to performing loans, €11 million
reconcilable to expired and unpaid loans (delinquent loans) and €3 million attributable to defaulted loans.

M odelsfor measuring credit risk

The synthetic risk indicators (expected loss and economic capital) show an improvement in the credit quality of the
portfolio over the course of 2005. The expected loss of loans to customers, at year end 2005, was 0.44% of loans, a dight
decrease on the 0.46% recorded at the end of 2004 (on a comparable basis).

Economic capital, at year end 2005, was 4.5% of |oans, stable compared to year end 2004.
Market Risks
Organization

The main body responsible for the management and control of market risksis the Board of Directors of the Parent Bank,
which defines the guidelines and strategic issues concerning market risks, allocates capital on the basis of the expected
risk/return profile and approves the risk limits for the Parent Bank and the guidelines for the subsidiaries.

The Comitato Rischi Finanziari e di Mercato di Gruppo, the Group Financial and Market Risk Committee ("CRFMG")
isresponsible for defining risk measurement criteria and methodologies, the risk limit framework of the Parent Bank and its
subsidiaries and verifying the Group companies' risk profile. The CRFMG consists of the General Manager, the heads of the
units responsible for risk-assumption, and the Risk Management Department.

The Parent Bank's Treasury Department centrally carries out the treasury activities and the financial risk management of
the Group's domestic banking networks. Trading activities within the Group are mainly carried out by the Group's investment
bank, Banca IMI.

Parent Bank Risk Management Department is responsible for devel oping risk monitoring methodol ogies and proposals
regarding the system of risk limitsfor the Parent Bank and the Group, as well as measuring risks for the main group banking
subsidiaries (Sanpaolo Banco di Napoli, Cassa di Risparmio in Bologna, Cassadi Risparmio di Padova e Rovigo, Banca
Popolare dell'Adriatico, Cassadi Risparmio di Venezia and Friulcassa) on the basis of a specific outsourcing contract.

The Group's financial risk profile and the appropriate actions undertaken to change it are examined, at least monthly, by
the CRFMG.

Market risk of non-trading portfolios
General issues and market risk management of non-trading portfolios

Non-trading market risk arises primarily in the Parent Bank and in the main subsidiaries that carry out retail and
corporate banking. First of al, interest rate risk is managed by the Parent Bank in order to maximize the profitability,
consistently with the stability of results over along-term basis. For this purpose, position-taking reflects the strategic views
set by the CRFMG. Risk exposures are primarily managed both by monitoring the mix of assets and liabilities deriving from
retail activities and liquidity management; when the natural composition of assets and liabilities plus cash management
(mainly short-term interbank deposits) create an interest rate risk profile which is not coherent with the goals set by CRFMG,
actions are taken mainly through hedging derivatives. Short-term risk exposures (less
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than 18 months) are mostly managed by cash instruments (interbank deposits), with direct access to the interbank market.
Other instruments (mainly bonds) are employed to manage long-term risk exposures (greater than 18 months) residually.
Differently from the Parent Bank, banking subsidiaries, with the aid of the Parent Bank's Treasury Department, pursue a
substantially complete hedging against interest rate risk, in order to keep the individual risk profiles of subsidiaries within
very narrow limits: for this purpose, cash and derivative deals are traded with the Parent Bank or, asin the case of long-term
derivatives, with Banca IMI. Asto the foreign-exchange risk, spot and forward transactions are carried out by Parent Bank's
Treasury Department with the task of ensuring uniform pricing standards throughout the Group and managing risk position
originated by the brokerage activity of foreign currencies traded by customers. The non-trading portfolios also include market
risk exposures arising from equity participations held by the Parent Bank and al other subsidiaries (Fin.Opi, SanpaololMI
Internazionale, Imi Investimenti, Sanpaolo IMI International and Sanpaolo Imi Private Equity) in companies with listed
market prices not fully consolidated or accounted for under either the equity method or the available for sale principle.

Measurement techniques for non-trading portfolios
The following methods are used to measure market risks of non-trading portfolios:

* Vaduea Risk ("VaR") and
e Sensitivity analysis.

Value at Risk modeling is a statistical technique that produces an estimate of the potential lossin aportfolio over a
specified holding period which is a statistically unlikely to be exceeded more than once during the given holding period. The
Group uses amodel based on historical volatility and correlations between the individual risks of each currency made up of
short and long-term interest rates, exchange rates and equity prices. The Group's model is based on the last 250 trading days,
a 10 day holding period and a 99% confidence level. The VaR is used, other than for the daily monitoring of risk arising from
equity investments, to assess each Business Unit's market risk exposure, thereby taking into account diversification benefits.
VaR models have certain limitations; they are more reliable during normal market conditions, and historical data may fail to
predict the future. The VaR assessment is based on a certain number of assumptions and approximations:

« theuse of the 99% confidence interval does not take into account any losses arising beyond thisinterval; the VaR is
therefore an indicator of losses under normal market conditions and does not take into account exceptionally
large fluctuations;

« theVaRiscaculated using closing prices, so intra-day fluctuations are not taken into account.

There are also a number of approximationsin the VaR calculation. For example, benchmark indexes are used instead of
certain risk factors, and in the case of some activities, not al the relevant risk factors are taken into account which can be due
to difficulties obtaining daily data.

VaR results, therefore, cannot guarantee that actual risk will follow the statistical estimate. As aresult, management also
relies on other tools to measure risk of non-trading portfolios, such as Sensitivity analysis.

Sensitivity analysis quantifies the change in value of a portfolio resulting from adverse movements in the risk factors. As
regards interest rate risk, adverse movement is defined as a parallel and uniform shift of 100 basis points of the interest rate
curves. The measurements include the risk originated by customer demand loans and deposits, whose features of stability and
partial and delayed reactions to interest rate fluctuations have been studied by analyzing alarge collection of historical data,
obtaining a maturity representation model through equivalent deposits. For demand loans, the average duration is
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very short (approximately one month), whereas the estimated average duration for demand deposits is greater (approximately
12 months), depending on their stability features.

The net interest income sensitivity is aso measured, which quantifies the impact on net interest income of a parallel and
instantaneous shock in the interest rate curve of £25 basis points, over atimescale of 12 months. This measure shows the
effect of the changes in interest rates on the non-trading portfolios, excluding assumptions regarding future changesin the
mix of assets and liabilities and therefore cannot be considered a predictor of future level of net interest income.

Fair value hedge, cash flow hedge and macro-hedge

The Group's fair value hedges principally consist of interest rate swaps that are used to protect against changesin the fair
value of fixed assets and liabilities due to movements in market interest rates. The types of swap transactions mostly used are
plain vanillainterest rate swap ("IRS"), overnight index swap ("OIS"), cross currency swap ("CCS") and options on interest
rates. Derivatives are negotiated mainly with Banca IMI, which, in turn, replicates the same transactions with third parties so
that the hedging transactions meet the specified criteriato be considered IAS/IFRS eligible (to obtain hedge accounting
treatment). For short-term hedging, derivatives are also negotiated with third parties. Hedged items, specifically identified
(micro-hedging), are mainly bonds issued by the bank and loans to customers. Macro-hedging is carried out only on demand
deposits through interest rate swaps and overnight index swaps.

Cash flow hedging transactions, whose objective is to hedge against the volatility of receivable and payable floating cash
flows, represent arelatively modest proportion of the Group's current outstanding derivatives.

Quantitative information

In 2005, the interest rate risk generated by non-trading portfolios, measured through sensitivity analysis, showed an
average value of around €12 million, compared with €83 million in the previous year, reaching €65 million at the end
of 2005.

The net interest income sensitivity—assuming arise in interest rates of 25 basis points—amounted at the end of
December 2005 to €42 million (a decrease of €34 million in the case of areduction in interest rates), unchanged compared
with the end of 2004 and corresponding to approximately 1% of the Group's net interest income.

During 2005, the VaR fluctuated around an average value of €33 million (compared with €36 million in 2004), with a
minimum value of €13 million at the beginning of 2005 and a maximum of €62 million at the end of December 2005.

During 2005, the foreign exchange risk generated by non-trading portfolios was not material.

Equity pricerisk is measured using VaR (10-day timescale and 99% level of confidence). In 2005, equity price risk
generated by the non-trading portfolios, ailmost fully held in the available for sale portfolio, recorded an average level of
€109 million, with a minimum of €94 million and a maximum of €127 million, reached at the end of 2005. The small increase
in VaR compared with the end of 2004 can be attributed to growth in portfolio value as a result of the increased pricesin
equity markets experienced in the second half of 2005, partially offset by a decrease in average portfolio volatility (from 16%
at the end of 2004 to 13% at the end of 2005).
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VaR—Equity investment portfolio

Year ended
December 31,
2005 2004

(millions of €)
Average 109.0 135.1
Low 94.2 102.2
High 127.2 2136
Y ear-End 127.2 114.7

Market risk of trading portfolios
General issues and market risk management of trading portfolios

The Group's policy isto concentrate trading activitiesin Banca M| and its subsidiaries, where proprietary trading is
carried out by both simple and complex products (mainly equities, bonds, foreign exchange contracts and other derivatives),
either privately negotiated over-the-counter ("OTC") or transacted through regulated exchanges. Trading activitiesin the
investment bank are segmented into specific books, which hold homogenous groups of transactions by type of risk and allow
to reflect the risk/return profile of each individual business accurately. Management is predominantly aimed at arbitrage
strategies, depending on the liquidity level of the instruments, rather than on risk-taking and positioning activities.

The Parent Bank does not carry out trading activities, some of its financial assets are classified under the accounting
framework as held for trading, although they are not held for the purpose of generating trading gains, but rather as a part of
the Group's treasury portfolio for asset and liability management, liquidity and regulatory purposes. Moreover, the Parent
Bank has classified some of its derivatives as held for trading, mostly related to brokerage transactions, and also transactions
offsetting the risk arising from the securities portfolio and the hedging for certain short-term items. Therefore trading market
risk assumed by the Parent Bank and the banking subsidiaries is residual and can be assigned primarily to the market risk of
the banking book.

Measurement techniques for trading portfolios

Methods of measuring the trading portfolios mainly consist of:

e Worst Case Scenario (or maximum potential 10ss);

e Vaueat Risk; and

e Senditivity analysis.

Worst Case Scenario's application is limited to trading portfolios. This method establishes a risk measurement defined as
"maximum potential loss", which represents the worst possible economic result of those obtained in various hypothetical
scenarios. The method is designed to represent a significant shock to current market parameters on the basis of aholding
period of one day and accumulating the losses deriving from the various risk factors in absolute terms. The idea underlying
the determination of the shocks to be assigned to the risk factors is to ensure a high degree of prudence; the objective of the
method is to quantify and limit the maximum potential loss that could emerge in extreme market conditions.

VaR and sensitivity analysis are explained in the paragraph above "M easurement techniques for non-trading portfolios'.
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During 2005 a VaR model was adopted based on the historical simulation method (historical VaR), which involves
constructing a distribution of hypothetical daily changes in the value of the trading portfolio based on risk factors embedded
in the current portfolio and historical observations of daily changes in these risk factors to determine the expected potential
loss at @ 99% confidence level over a one day timescale. From top management's point of view, this model is able to satisfy
the regulatory requirements set by the Bank of Italy as the internal model to calculate net capital charges for the general and
specific market risks; the approval processis expected to begin in the second half of 2006. The risk estimates calculated using

the historical VaR do not differ significantly from the results shown below and obtained with the VaR model, indicated in the
following paragraph.

Quantitative information

The VaR of trading activities during 2005 carried out by Banca Imi and its subsidiaries, averaged €9 million (compared
to €7 million in 2004), with a minimum of €4 million and a maximum of €15 million. At the end of December 2005, VaR
was €12 million, against €6 million on the same period of the previous year.

VaR—Trading portfolios by type of risk

2005 2004
Year Year
End Average Low High End Average
(millions of €)

Interest rate risk 10.3 4.8 11 121 4.2 3.6
Foreign exchange risk 11 11 0.1 6.5 16 13
Equity pricerisk 6.1 6.5 2.8 129 35 4.8
Diversification effect (5.3) (4.0) n.s. n.s. (3.6) (2.9)
Total 121 8.5 41 15.2 5.8 6.9

Nn.s. means not significant.

In addition to VaR, the Worst Case Scenario analysisis used to monitor the impact of the potential |osses that might
arise under extreme market conditions. The maximum potential daily ossin 2005 was an average of €54 million (€41 million

in 2004), registering a maximum of €65 million at the end of March 2005 and a minimum of €36 million at the beginning
of 2005.

M aximum Potential L oss
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Backtesting showed the prudent nature of the internal measurement technique used. In 2005, actual daily losses were
never greater than the risk measures expressed in terms of maximum potential loss, while the actual trading |0ss exceeded the
previously calculated daily VaR only once.

Liquidity Risks
Qualitative I nformation

The metric used for liquidity risk management is based on cash flow analysis through the cal culation of mismatches
between inflows and outflows, grouped in different maturity buckets according to their contractual or expected residual
maturities. A centralized approach is adopted for managing liquidity risk of the Parent Bank and the banking subsidiaries. The
Parent Bank's Treasury Department, together with Sanpaolo IMI Ireland, as single points of direct access to the markets, raise
funds against the assets originated from the retail and corporate activity at the branch level. In this framework, the liquidity
management is overseen by the Parent Bank's Treasury Department, in line with the Group's policy, which defines, at a
consolidated level, aliquidity target ratio for the 0 - 1 month period and attention threshol ds on subsequent time bands, the
triggering of which activates a contingency plan. A minimum treasury securities portfolio, made up of promptly liquid assets,
is held to cover very short-term liquidity risk. The consolidated liquidity position also includes obligations deriving from the
liquidity requirements identified by other main Group's Subsidiaries that use the Parent Bank's Treasury Department as a
single point of access to the markets.

The Risk Management Department periodically monitors liquidity risk limits; reporting is periodically presented and
discussed at the CRFMG.

Operational Risk
Sanpaolo IMI considers two other types of risk in its models: operational risk and business risk.

Operational risk is defined as the risk of incurring losses as aresult of failuresin internal control or information systems,
personnel or external events. The internal definition of operational risk includes the risk introduced by Basel 2, extending it to
include reputational risk.

Sanpaolo IMI has defined the overall operational risk management framework by setting up a Group policy and
organizational processes for measuring, managing and controlling operational risk. The control of operational risk is
attributed to the Parent Bank's Board of Directors, that sets the management policies and the subsequent organizational
structure. The Operational Risk Committee (made up of the General Manager and the heads of the main Business Areas has
the task of monitoring the operational risk profile of the Group and deciding the main activities of mitigation and transfer.
The centralized unit at Group level, part of Risk Management, is responsible for devel oping methodologies for measuring
risk, processing loss data and preparing the resultant management instruments. In line with Basel 2 requirements, the
Business Areas, subsidiaries and the Corporate Center structures are directly involved in the Operational Risk Management
process, by means of setting up specific decentralized control centers at the operational units for both the business and the
support level. These decentralized centers are responsible for the processes of gathering information about events that have
generated operational losses, carrying out analyses of scenarios and eval uating the riskiness associated with the business
environment and the operating context.

The measurement methodology of the operational risk profile requires the combined use of information on internal and
external historical operational losses, with qualitative factors deriving from scenario analyses and evaluations of the system of
internal controls and of the operating context.

Theinternal operational losses are recorded by decentralized control centers, suitably verified by the central structure
and managed by a dedicated computer system. For each category of risk, in line with the definitions of Basel 2, the database
of historical eventsis analyzed, including both internal
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Group events and events traceabl e to the participation in loss data sharing initiatives (DIPO in Italy and ORX at international
level). Results are obtained by applying actuarial techniques that separately analyze the frequency and the severity of events
and subsequently create, by means of suitable Monte Carlo techniques, the aggregated annual 1oss distribution and
consequently the measurement of risk.

The scenario analyses are based on structured and organized gathering of subjective estimates expressed directly by
Senior Management and have as their objective the evaluation of the potential economic impact for particularly serious
operational events. These evaluations, cal culated with statistical-actuarial techniques, give an estimate of unexpected loss that
is subsequently integrated with the measurement obtained from the analysis of historical loss data.

Capital at risk istherefore identified as the minimum measurement at Group level, net of insurance cover, necessary to
bear the maximum potential annual loss with alevel of confidence of 99.95% (99.9% will be used for regulatory reporting
under Basel 2). The methodology also applies a corrective factor, which derives from the qualitative analyses of the riskiness
of the operating context, to take account of the efficiency of internal controlsin the various organizationa units.

Business Risk

The businessrisk (or strategic risk) is defined as the risk of incurring losses because of changesin the macro-or
micro-economic scenario that could jeopardize the ability to generate income, typically by a drop in operating volumes or
margin compression. It is evaluated by breaking down the activities in the Business Aresas, based on the respective cost and
revenue structures, in elementary "industrial" businesses (for example data processing, consultancy and distribution). The
level of capitalization in line with the level observed in companies operating with the same processes is attributed to the
Business Areas.

I nsurance Companies Risks
Lifelnsurance

The typical risks of alifeinsurance portfolio can be divided into three main categories of risk: insurance rating risk,
death risk and reserverisk.

Insurance rating risks are protected first of all during the definition of the technical features and product pricing and
subsequently during the life of the policy by means of periodic checks on the sustainability and the technical foundations and
the hypotheses which were initially adopted in order to understand the effective sustainability and profitability both at the
product level and at the portfolio level, including all of the Group's liabilities. Among the instruments used during definition
of aproduct is profit testing, which apart from measuring profitability is used to identify in advance any weaknesses
(technical or economic) in the product itself, in order to correct them.

The actuarial risks arise when we record an unfavorable trend in actual claims compared with the estimated trend when
the rate was calculated and these risks are reflected in the level of reserves. The Group protects itself against these risks by
means of statistical analysis of the evolution (subdivided by risk type) of the liabilities of its own policy portfolio. Therefore
the evolution for example of the demographic components is protected on the one hand by monitoring the customers
propensity to receive at maturity annuity instead of capital of our own portfolio, and on the other hand by analyzing the actual
claims of some contractual categories and from the analysis of the forms supplied by ISVAP into regulation 1054 of
December 04, 1998 and, not least, with the active participation in working groups proposed by ANIA (Associazione
Nazionale Imprese di Assicurazione). In terms of reserves, these risks are accounted for via the placing in the financial
statements of supplementary allocations deriving from the abovementioned analyses, i.e. from the use of technical
demographic tables that are updated and recognized by the regulator. Among the risks that require particular attention there
are
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also the risks connected with costs hedging. To this end the Group has developed a detailed analysis model that allowsit to
analyze costs by product macrocategory and by life cycle of the product itself. Thistool, which is shared by several
departments of the Group, is used to monitor costs, the correct rate and the sustainability of the reserves.

The mathematical reserves are calculated on a policy basis and the methodology used to determine the reserves takes
into account all the future commitments of the Group. In addition, a series of checksis carried out, both detailed (with
preventive checks for example on the correct system saving of the variables necessary for the calculation like yields,
guotations, demographic tables, parameters for the supplementary reserves, recal culation of the value of single contracts) and
overall, by comparing the results with the estimates that are produced on a monthly basis.

Casualty Insurance

Regarding the assumation of risk, the policies at the time of purchase are checked in order to verify the correspondence
of the portfolio with the technical and rate settings agreed with the sales network.

The check, apart from being formal is therefore also substantial and allows, in particular, verification of the exposure in
terms of capital and liability containment.

After the statistical checks are carried out, to check for potentially anomal ous situations (like for example a
concentration by area or by type of risk), and to keep under control the accumulation at the individual customer level (with
particular reference to policies that provide cover in the accident and illness branches).

Risk concentration factors

Among the risk concentration factors used for calculating the rates and with particular reference to the civil liability
motorvehicle insurance and illness insurance, the table below shows the premium assignments for the Group for each
Italian region.

Regions Premia

(millions of €)

Piemont 34,242
Va D'Aosta 195
Liguria 673
Lombardy 4,060
Trentino Alto Adige 13
Veneto 482
Friuli Venezia Giulia 99
Emilia Romagna 413
Marche 8l
Tuscany 177
Umbria 47
Lazio 8,537
Campania 1,200
Abruzzo 155
Molise 62
Puglia 384
Basilicata 62
Cadabria 216
Sicily 320
Sardinia 115
Total 61,179
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Risk protection factors

The reinsurance structure for the year 2005 for the companies Egida and Fideuram Assicurazioni is given below.

Reinsurance structurefor Egida S.p.A.

BRANCHES/PRODUCTS TYPE() QUOTA ASSIGNED/PRIORITY
Injury Quota assigned 30%
IIness Quota assigned 20%
Motor vehicles Quota assigned 50%
Fire and natural elements Quota assigned 50%
Natural + GCL 1° layer: 750,000 per risk €1,000,000 per event;
Damage excess 2° layer: €3,000,000 per event
Quota assigned 50%
Cl motor vehicles 1° layer: €750,000 per event;
Damage excess 2° layer: €1,500,000 per event
Other branches Quota assigned 60%
Sanpaolo INI group CPlI CP product  Quota assigned 40%
CPI posts product Quota assigned 60%
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Reinsurance structure for Fideuram Assicurazioni S.p.A.

BRANCHES/PRODUCTS TYPE(1) QUOTA ASSIGNED/PRIORITY

Injury QuotaAssigned 25% Average Assigned previous years; 20% 2005.
Up to 60% of 100%. Non-standard risks.

Protecting the Remnant

1° layer: €200,000 X S 60,000 deductible

Facultative aggregate 120,000;

2° layer: €260,000 XS 260,000;

3° layer: €520,000 XS 520,000 (at least 2 witnesses);

4° layer: €4,160,000 XS 1,040,000

Damage Excess (at least 2 witnesses).
IlIness 26% Average Assigned previous years.
Quota Assigned Up To 60% Of 100%.

Non-standard risks.

Protecting the Remnant

Facultative 1° layer: €200,000 X S 60,000 deductible
(IPM Garantee) aggregate 120,000;
2° layer: €260,000 XS 260,000;

3° layer: €520,000 XS 520,000 (at least 2 witnesses);

4° layer: €4,160,000 XS 1,040,000

Damage Excess (at least 2 witnesses).
(IPM Guarantee) Up to 80%.
Fire And Natural Elements + GCL Facultative Non-standard risks.

Protecting the Entire Portfolio
Singlelayer: €1,948,000 XS 52,000

Damage Excess (per risk and per event).

Other Property Damage 80%
Facultetive Protecting the Entire Portfolio

Single layer: €1,948,000 XS 10,000

Damage Excess (per risk and per event).

(1) "Quotaassigned" means a proportional transfer of a specific percentage of the economic risk of all the insurance policies
included in a specific line of business to the reinsurer pursuant to contractual arrangements. "Damage excess' means a
non proportional risk's transfer to the reinsurer i.e. the reinsurer is obliged to pay only for claims that are in excessto an
agreed level (layer). The recourse to reinsurance is used on mature portfolio or in products such as motor vehicle
insurance policies where for each policy the risk could be relevant. "Facultative" means that the insurer chooses whether
or not to use the reinsurance contract and the reinsurer is required to accept the insurer's decision on a previously
agreed basis.

Financial Risks

Qualitative I nformation

Theinsurance risks, concentrated in the A.l.P. group, are generated by life policies of the traditional, revaluable type and
of the index-linked and unit-linked types. The former offers the insured, apart from participation in the profit from the fund

management, a minimum guaranteed level and therefore generate proprietary financial and credit risks for the insurance
company, risks that are
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linked to the characteristics of the investment portfolio vis-avis the commitments made to the insured. Index-linked and
unit-linked policies which usually do not present direct risks are are in any case monitored with regard to reputation risks and,
for what concerns certain unit-linked products, with regard to longevity risk.

In line with the growing attention to value, risk and capital which have in the last two years affected the insurance sector,
in 2005 A.1.P. began a series of initiatives aimed both at reinforcing the risk governance and at managing and controlling the
risk based capital. In particular, A.l.P. has established an investment policy that defines the goals and the limits that are
needed to distinguish the investments of the separately managed accounts in terms of asset allocation, long-term investments,
credit risk, concentration risk and market risk. For investiments vis-&-vis free assets (the assets which are not required for
coverage of insurance's technical reserve) there are specia limitsin terms of VaR with atime span of ayear and a confidence
level of 99%.

With regard to management and control of value and risk, in the second half of 2005 A.I.P. launched the so called
"Financial Analysis Program” ("FAP"), which allows the development of a dynamic model that can make forecasts of
stochastically-generated economic scenarios, simulating the evolution of the value of assets and liabilities based on the
technical characteristics of the products, the significant financial variables and a management rule that directs investments
and divestments. The risk factors considered by the model to measure the capital requirements are of an actuarial and
financial nature. Among the former, the FAP models risks deriving from the dynamics of an extreme surrendering of policies,
from sharp changesin mortality and longevity, and from pressure on costs; among the latter, the FAP takes into consideration
scenarios of stress over year-long time spans on interest rates, on credit spread and on stock market trends.

Quantitative Information

At the end of 2005, the investment portfolio of A.l.P. for traditional revaluable policies and free assets amounted, at
market value, to over €20 billion and comprises debt securities for 94.3% and equity securities for 5.7%.

The following chart shows, at year end 2005, the rating of the debt securities held in our investment portfolio for
traditional revaluable policies and free assets.
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A.l.P.; exposure of debt securities by rating

The 10-day VaR of the investments made by A.1.P. vis-avis free assets amounts, at year end 2005, to €13 million.
Financial derivative instruments

The notional values of the financial derivatives of A.l.P. at the end of 2005 are shown below:

Financial derivatives. end-of-period notional values

Debt securitiesand ~ Equitiesand equity ~ Exchangerate and Total asat
interest rates priceindex gold Other Values 31/12/2005
Type of Portfolio/lUnderlying
instrument Listed  Unlisted Listed  Unlisted  Listed Unlisted  Listed  Unlisted Listed  Unlisted
Trading — 4,286 — — — — — 250 — 4,536
Hedging — 106 — — — — — — — 106
Total — 4,392 — — — — — 250 — 4,642

The related positive and negative fair values amount, respectively, to €262 million and €189 million as at
December 31, 2005.

ITEM 12. DESCRIPTION OF SECURITIESOTHER THAN EQUITY SECURITIES

Not applicable.

PART I1
ITEM 13. DEFAULT, DIVIDEND ARREARAGESAND DELINQUENCIES
None.

ITEM 14 MATERIAL MODIFICATION TO THE RIGHTSOF SECURITY HOLDERS AND USE
OF PROCEEDS

None.
ITEM 15. CONTROLSAND PROCEDURES

As of December 31, 2005, Sanpaolo IMI, under the supervision of and with the participation of Sanpaolo IMI's
management, including the Managing Director and the Head of Finance and Administration Department, performed an
evaluation of the effectiveness of Sanpaolo IMI's disclosure controls and procedures. Based on this eval uation, Sanpaolo
IMI's Managing Director and Head of Finance and Administration Department concluded that Sanpaolo IMI's disclosure
controls and procedures are effective for gathering, analyzing and disclosing the information Sanpaolo IMI is required to
disclose in the reportsit files under the Exchange Act, within the time periods specified in the SEC's rules and forms.
Sanpaolo IMI's management necessarily applied its judgment in assessing the costs and benefits of such controls and
procedures, which by their nature can provide only reasonable assurance regarding management's control objectives.

There has been no change in Sanpaolo IMI'sinternal control over financial reporting that occurred during the period
covered by thisannual report that has materially affected, or isreasonably likely to materialy affect, Sanpaolo IMI's internal

control over financial reporting.
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ITEM 16. RESERVED
ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT

As specified in Item 6. "Directors, Senior Management and Employees—C. Board Practices—Comparative Analysis
between NY SE Corporate Governance Standards and Sanpaolo IMI Corporate Governance Practice—Audit Committee” on
page 160 above, the Board of Statutory Auditors performs the functions of the Audit Committee for purposes of Section 10A
the Exchange Act, as permitted by Rule 10A-3 under the Exchange Act. According to applicable regulations (with particular
reference to Article 148 of the Consolidated Securities Law and Ministerial Decree No. 162 of March 30, 2000), at least two
members of the Board of Statutory Auditors must comply with specific accounting experience requirements, and all the
members of the Board are required to have experience in the financial sector. Taking into account that the members of the
Sanpaolo IMI Board of Statutory Auditors comply with both of the above-mentioned conditions, the Board of Statutory
Auditors has acknowledged on May 13, 2005 that each of its membersis an Audit Committee financial expert, as defined in
the instruction to paragraph (a) of item 16A of Form 20-F. For the names of the members of the Board of Statutory Auditors,
see: Item 6. "Directors, Senior Management and Employees—A. Directors and Senior Management—Board of Statutory
Auditors" on page 152 above.

ITEM 16B. CODE OF ETHICS

In response to Section 406 of the Sarbanes-Oxley Act of 2002, Sanpaolo IMI has adopted a code of ethics that applies to
our principal executive officer, principal financia officers or persons performing similar functions. A copy of the codeis
attached to this annual report.

Information regarding any future amendments or waivers to the code will be published on Sanpaolo IMI's website
(www.grupposanpaol oimi.com under "corporate social responsibility").

ITEM 16C. PRINCIPAL ACCOUNTANT FEESAND SERVICES

Asacompany listed on the Italian Stock Exchange, Sanpaolo IMI is subject to a mandatory audit by an audit firm
registered on a special list maintained by CONSOB. The term of this appointment, resolved by the shareholders’ meeting at
the suggestion of the Board of Directors and subject to the opinion of the Board of Statutory Auditors, isthree years and may
not be renewed for more than two consecutive succeeding terms.

Thefirst three-year appointment of PricewaterhouseCoopers S.p.A. for the audit of Sanpaolo IMI'sfinancial statements
ended with respect to the fiscal year ended December 31, 2003. The shareholders meeting of Sanpaolo IMI on April 29,
2004, reappointed PricewaterhouseCoopers S.p.A. as independent auditors for the three-year period 2004-2006.

Effective from April 10, 2003, Sanpaolo IMI established a Group directive for the Board of Statutory Auditors
pre-approval of feesfor any audit service and permitted non-audit services provided by the auditors of Sanpaolo IMI and the
auditors upon whom such auditors rely. The directive was adopted in order to comply with rulesissued by the U.S. Securities
and Exchange Commission pursuant to release No. 33-8183 (the "Auditor Independence Rules").
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The following table summarizes the assignments invoiced to Gruppo Sanpaolo IMI by PricewaterhouseCoopers S.p.A.
or by companies within its network.

Year of Invoice

Assignment 2004 2005

Amount approved by

Sanpaolo IMI's

Board of Statutory

(in thousands of €) Auditors (%)(*)
Audit Fees 6,731 8,890 84.8%
Audit-Related Fees 3,463 3,112 89.0%
Tax Fees 144 32 14.2%
All Other Fees 309 142 68.4%

(*) The percentage that was not approved by Sanpaolo IMI's Board of Statutory Auditors relates to assignments that
pre-date May 6, 2003, the date of effectiveness of the Auditor Independence Rules. After such date, all audit and
permitted non-audit services assigned to PricewaterhouseCoopers S.p.A. and its network were approved by the Board of
Statutory Auditors. The percentage al so includes invoices related to appointments made by courts and other
public authorities.

Audit fees mainly consist of fees billed for professional services rendered to the Sanpaolo IMI Group by
PricewaterhouseCoopers S.p.A. and its network for the audit of Sanpaolo IMI's and its subsidiaries, individual and
consolidated financial statement for fiscal years 2004 and 2005.

Audit-related fees mainly consist of the consideration paid to PricewaterhouseCoopers S.p.A. and its network for issuing
comfort letters in connection with securities offerings in the international markets, assurance statements requested by local
regulations and by supervisory bodies, as well asfinancial due diligence and audits as part of corporate merger and
acquisition transactions. Audit-related fees included, in 2005, €1,043,700 paid to PricewaterhouseCoopers S.p.A. for
extraordinary professional services rendered in relation to the transition to IAS/1FRS.

Tax feesinclude the consideration paid to PricewaterhouseCoopers S.p.A. and its network for the provision of
professional servicesin relation to tax matters rendered primarily to the Group's foreign companies.

All other fees consist of the aggregate fees hilled for services, other than the services reported above under "audit fees’,
"audit-related fees' and "tax fees', provided by PricewaterhouseCoopers S.p.A. and its network in 2004 and 2005.

ITEM 16D. EXEMPTIONSFROM THE LISTING STANDARDSFOR AUDIT COMMITTEE
Not applicable.
ITEM 16E. PURCHASESOF EQUITY SECURITIES

The general shareholders meeting of Sanpaolo IMI held on April 28, 2006 renewed the authorization for Sanpaolo IMI
to purchase its Shares, for 18 months and up to a maximum of 180 million Shares at a price of no less than 30% and no more
than 10% of the end of trading price of the Shares on the Milan Stock Exchange on the day preceding each individual
transaction. The shareholders meeting of Sanpaolo IMI aso acknowledged and confirmed the amount of the reserve to
purchase Shares at €1,000 million. Own Shares can also be used, in the context of incentive plans to employees of the Parent
Bank or of the Group.
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The following table sets forth the number and price of the Shares purchased by the Group in 2005. None of the
purchases of Shares carried out by the Group in 2005 were made as part of publicly announced plans or programs.

Total Number of Shares

Average Price Paid

Year 2005 (or Units) Purchased(1) per Share
€

January 2005 161,000 10.503
February 2005 359,176 11.903
March 2005 191,801 11.220
April 2005 18,006 11.830
May 2005 779,779 11.650
June 2005 1,418,917 11.485
July 2005 35,693 11.061
August 2005 36,360 11.876
September 2005 819,841 12.326
October 2005 166,505 12.140
November 2005 234,397 12.544
December 2005 721,781 12.722
Total 4,943,256 11.704

(1) The amounts do not include the Shares acquired by Banca Fideuram and Invesp in the context of the

I nsurance Reorganization.

PART |11

ITEM 17. FINANCIAL STATEMENTS

The following financial statements, together with the report of PricewaterhouseCoopers thereon, are filed as part of this

annual report:

Index to Consolidated Financial Statements 2005

Report of Independent Auditors

Consolidated Balance Sheet

Consolidated Statement of Income

Consolidated Statement of Changesin Shareholders' Equity
Consolidated Statement of Cash Flows

Notes to Consolidated Financial Statements

ITEM 18. FINANCIAL STATEMENTS
Not applicable.
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ITEM 19. EXHIBITS

Exhibit No. Description

11 Articles and By-laws of Sanpaolo IMI S.p.A.
111 Report on Corporate Governance and adherence to the code of conduct for listed companies(1)
11.2 Ethical Code of Sanpaolo IMI S.p.A.(1)

(1) Incorporated by reference to the Exhibits filed with Sanpaolo IMI's Annual Report on Form 20-F for the year ended
December 31, 2004 filed with the SEC on June 28, 2005 (file 1-1487C).
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SIGNATURE

The registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has duly caused
and authorized the undersigned to sign this annual report on its behalf.

Sanpaolo IMI Sp.A.

By: /s BRUNO PICCA

Name: Bruno Picca
Title: Head of Finance and Administration Department

Date: June 28, 2006
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CERTIFICATIONS
I, Alfonso lozzo, Managing Director of Sanpaolo IMI S.p.A. ("Sanpaolo IMI"), certify that:
1. | havereviewed this annua report on Form 20-F of Sanpaolo IMI;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state
amaterial fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrants as of, and
for, the periods presented in this annual report;

4. Sanpaolo IMI's other certifying officers and | are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrants and we have:

(@) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this annual
report is being prepared;

(b) [reserved]

(c) evaluated the effectiveness of Sanpaolo IMI's disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in this report any change in Sanpaolo IMI'sinternal control over financia reporting that occurred
during the period covered by the annual report that has materially affected, or is reasonably likely to materially affect,
Sanpaolo IMI'sinternal control over financial reporting;

5. Sanpaolo IMI's other certifying officers and | have disclosed, based on our most recent evaluation of internal
control over financial reporting, to Sanpaolo IMI's auditors and the Audit Committee of Sanpaolo IMI's Board of Directors
(or persons performing the equivalent function):

(a) al significant deficiencies in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect Sanpaolo IMI's ability to record, process, summarize and report financial data and
have identified for the registrants auditors any material weaknessesin internal controls; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrants' internal control over financia reporting.

Date: June 28, 2006

/s ALFONSO 10270
Alfonso lozzo

Managing Director
Sanpaolo IMI S.p.A.
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CERTIFICATIONS
I, Bruno Picca, Head of Finance and Administration Department of Sanpaolo IMI S.p.A. ("Sanpaolo IMI1"), certify that:
1. | havereviewed this annua report on Form 20-F of Sanpaolo IMI;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state
amaterial fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrants as of, and
for, the periods presented in this annual report;

4. Sanpaolo IMI's other certifying officers and | are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrants and we have:

(@) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this annual
report is being prepared;

(b) [reserved]

(c) evaluated the effectiveness of Sanpaolo IMI's disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in this report any change in Sanpaolo IMI'sinternal control over financia reporting that occurred
during the period covered by the annual report that has materially affected, or isreasonably likely to materially affect,
Sanpaolo IMI'sinternal control over financial reporting;

5. Sanpaolo IMI's other certifying officers and | have disclosed, based on our most recent evaluation of internal
control over financial reporting, to Sanpaolo IMI's auditors and the Audit Committee of Sanpaolo IMI's Board of Directors
(or persons performing the equivalent function):

(a) all significant deficiencies in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect Sanpaolo IMI's ability to record, process, summarize and report financial data and
have identified for the registrants auditors any material weaknessesin internal controls; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrants' internal control over financia reporting.

Date: June 28, 2006

/s BRUNO PICCA

Bruno Picca
Head of Finance and Administration Department
Sanpaolo IMI Sp.A.
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Certification Pursuant to Section 906 of the Sarbanes-Oxley Act
June 28, 2006

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Ladies and Gentlemen:

The certification set forth below is being submitted in connection with the Sanpaolo IMI. Annual Report on Form 20-F
for the year ended December 31, 2005, (the "Report™) for the purpose of complying with Rule 13a-14(b) or Rule 15(d)-14(b)
of the Securities Exchange Act of 1934 (the "Exchange Act") and Section 1350 of Chapter 63 of Title 18 of the
United States Code.

Alfonso 10zzo the Managing Director of Sanpaolo IMI S.p.A. and Bruno Piccathe Head of Finance and Administration
Department of Sanpaolo IMI S.p.A., certifiesthat, to the best of his knowledge:

1. the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

2. theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of Sanpaolo IMI S.p.A.

/sl ALFONSO 10220
Alfonso lozzo
Managing Director
Sanpaolo IMI Sp.A.

/s’ BRUNO PICCA

Bruno Picca

Head of Finance and
Administration Department
Sanpaolo IMI Sp.A.

A signed original of thiswritten statement required by Section 906 of the Sarbanes-Oxley Act 2002 (subsections (a)
and (b) of section 1350, Chapter 63 of Title 18, United States Code), or other document authenticating, acknowledging, or
otherwise adopting the signatures that appear in typed form within the electronic version of this written statement required by
Section 906 of the Sarbanes-Oxley Act 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States
Code), has been provided to Sanpaolo IMI S.p.A. and will be retained by Sanpaolo IMI S.p.A. and furnished to the Securities
and Exchange Commission or its staff upon request.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Sanpaolo IMI SpA

We have audited the accompanying consolidated balance sheets of Sanpaolo IMI SpA and its subsidiaries (Sanpaolo
IMI) as of December 31, 2005 and 2004, and the related consolidated statements of income, of cash flows and of changesin
shareholders' equity for each of the two years in the period ended December 31, 2005. These financial statements are the
responsibility of Sanpaolo IMI's management. Our responsibility isto express an opinion on these financia statements based
on our audits. The aforementioned financial statements have been prepared for the first time in accordance with the
International Financial Reporting Standards as adopted by the European Union.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
and the reports of other auditors provide a reasonable basis for our opinion.

We did not audit the financial statements of certain consolidated subsidiaries, which statements reflect "total assets' of 3
per cent and 2 per cent of the related consolidated totals as of December 31, 2005 and 2004, total "net interest income" of 1
per cent of the related consolidated totals for each of the two yearsin the period ended December 31, 2005 and total "net
interest and other banking income" of 6 per cent and 12 per cent of the related totals for each of the two yearsin the period
ended December 31, 2005. Those statements were audited by other auditors whose reports thereon have been furnished to us,
and our opinion expressed herein, insofar as it relates to the amounts included for these companies, is based solely on the
reports of the other auditors.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Sanpaolo IMI SpA and its subsidiaries at December 31, 2005 and 2004, and the results of their
operations and their cash flows for each of the two yearsin the period ended December 31, 2005, in conformity with the
International Financial Reporting Standards as adopted by the European Union.
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As explained in the note "Information on transition to the international accounting standards" included in the
attachments to the consolidated explanatory notes, Sanpaolo IMI changed its method of accounting for financial instruments
and certain insurance contracts as a result of adopting IAS 32, IAS 39 and IFRS 4 on January 1, 2005.

International Financial Reporting Standards as adopted by the European Union vary in certain significant respects from
accounting principles generally accepted in the United States of America. Information relating to the nature and effect of such
differencesis presented in Part M to the consolidated financial statements.

Turin, June 28, 2006

PricewaterhouseCoopers SpA

/sl SERGIO DUCA

Sergio Duca
(Partner)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders of
Banca Fideuram S.p.A.

We have audited the accompanying consolidated balance sheets of Banca Fideuram S.p.A. and subsidiaries (the
"Company") as of December 31, 2005 and 2004, and the related consolidated statements of operations, changesin
shareholders equity and cash flows for each of the two years in the period ended December 31, 2005. These financial
statements are the responsibility of the Company's management. Our responsihility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. \We were not engaged to perform an audit of the Company's internal control over
financial reporting. Our audit included consideration of interna control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company'sinternal control over financia reporting. Accordingly, we express no such opinion. An audit aso includes
examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Banca Fideuram S.p.A. and subsidiaries as at December 31, 2005 and 2004, and the consolidated results
of their operations and their cash flows for each of the two years in the period ended December 31, 2005, in conformity with
International Financial Reporting Standards as adopted by the European Union.

International Financial Reporting Standards as adopted by the European Union vary in certain significant respects from
accounting principles generally accepted in the United States of America. Information relating to the nature and effect of such
differences as of and for the year ended December 31, 2005 is presented in Notes G and H to the consolidated financial
Statements.

/s Reconta Ernst & Young S.p.A.

Rome, Italy

April 5, 2006

except for notes G and H asto which the dateis
June 16, 2006




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TotheBoard of Directors and Stockholder s of
GEST LineSp.A.

1

We have audited the balance sheet of GEST Line S.p.A. (the"Company"), awholly owned subsidiary of Sanpaolo IMI
S.p.A., asat December 31, 2005 and December 31, 2004, and the related statements of operations, changesin
stockholders' equity and cash flows for the years then ended. Such financial statements were previously provided to you
and are not enclosed herewith. These financial statements are the responsibility of the Company's Directors. Our
responsibility isto express an opinion on these financia statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of itsinternal control over financial reporting. Our audit included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company'sinternal control over financia reporting.
Accordingly, we express no such opinion. An audit also includes examining, on atest basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financia statements referred to above present fairly, in all material respects, the financial position of
GEST Line S.p.A. as of December 31, 2005 and December 31, 2004 and the results of its operations and its cash flows
for each of the two yearsin the period ended December 31, 2005 in conformity with the Italian law governing financial
statements and generally accepted accounting principlesin Italy.

Accounting principles generally accepted in Italy vary in certain significant respects from International Financial
Reporting Standards, which, in turn, vary in certain significant respects from accounting principles generally accepted
in the United States of America. Information relating to the nature and effect of such differencesis presented in Notes
"Significant differences between Italian GAAP and IFRS" and "Significant differences between IFRS and US Generally
accepted accounting principles' attached to the financial statements of GEST Line S.p.A. (such financial statements
were previously provided to the Board of Directors and are not enclosed herewith).
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5. For abetter understanding of the financial statements, we draw your attention to the following aspects, which are more
fully described in the Directors Report on Operations and the Explanatory Notes:

e with regard to the provisions of Law no. 248/2005, which have reformed the national tax collection service, the
Company's Directors have chosen to take advantage of the amnesty introduced by Law no. 311/2004. The relevant
charge, amounting to approximately 24.2 million euros, has been fully expensed in the income statement for the
year ended 31 December 2005. Following this decision, provisions previously made to cover the cost of disputes
with the tax authorities were released. Moreover, under the guarantees formerly received from Sanpaolo IMI,
amounts received from the Parent Company to cover such charge, total 18.4 million euros, have been recognised;

¢ the Company isinvolved in litigation with the Venice Court of Auditors regarding tax damages deriving from the
indictment of anumber of Tax Collectors and in relation to which the Company has received 8 convictions,
amounting to asum of 10.5 million euros, immediately appealed before the Central Divisions of the Court of
Auditors. In accordance with the opinions of external legal advisors regarding the presumable outcome of the
litigation, the Directors believe the specific provisions of 6.6 million euros made to be fair and prudential. Further
provisions of 1.5 million euros have been made following a series of measures denying the right to
rebate/discharge issued by local revenue agencies,

e pursuant to the law, the Company has declared that it is subject to the management and coordination of Sanpaolo

IMI S.p.A. and has, therefore, included highlights from this company's financial statementsin its Explanatory
Notes. Our opinion on the financial statements of GEST Line S.p.A. does not extend to such data.

DELOITTE & TOUCHE S.p.A.

/s/ Deloitte & Touche S.p.A.

Naples, Italy
March 16, 2006 (May 30, 2006 as to paragraph 4)




Part/section of the

Explanatory Notes

B/Asy/1
B/Ass/2
B/Ass/3
B/Ass/4
B/Ass/5
L/Ass/2

L/Ass/2
L/Ass/2

B/AsS/6
L/Ass/1
B/AsS/7
L/Ass/1
B/Ass/8
B/Ass/9
L/ASS/13(**)
B/Ass/10

L/Ass/3
L/Ass/3
B/Asy/11
L/AsS/13(**)
B/Asy/12
B/Asy/13

B/Ass/14

B/Asg/15

B/Ass/16
L/Ass/5
L/Ass/5

10.
20.
30.
40.
50.
20.1t

50.1t
60. It
140.1t
60.
30.1t
70.
40.1t
80.
90.

100.
70.1t
80.It

110.

120.

130.

140.

150.

160.
150.1t
160.1t

CONSOLIDATED BALANCE SHEET

ASSETS

12/31/2005

12/31/2004(*)

Cash and balance at central banks

Financial assets held for trading

Financial assets designated at fair value

Available for sale financial assets

Held-to-maturity investments

Treasury billsand similar bills eligible for refinancing
with central banks

Bonds and other debt securities

Shares, quotas and other equities

Own shares or quotas

Loans to banks

Loans to banks

Loansto customers

Loans to customers

Hedging derivatives

Changesin fair value of assets in hedged portfolios (+/-)
Assets related to insurance activities

Investments in associates and companies subject to joint
control

Equity investments

Investments in Group companies

Insurance reserves attributables to reassures

Insurance reserves attributables to reassures
Tangible assets

Intangible assets

of which:

—goodwill

Tax assets

a) current

b) deferred

Non-current assets and disposal groups classified as held
for sale

Other assets

Other assets

Accrued income and prepaid expenses

Total assets

(€/mil)

(millions of €)

1,107
25,037
22,528
29,837

2,535

28,836
139,507

435

819

29

2,177
1,008

756
2,728
988
1,740
220

6,455

263,258

(€/mil)

1,347

2,612

23,702
3,026
54

23,942

123,201

39,429

3,652
1,082

25
2,328
1,055

766
3,304
1,798
1,506

20,174
3,827
252,760

(*) The consolidated balance sheet for the year ended December 31, 2004 was prepared in accordance with EU GAAP;
however, as permitted by IFRS 1, these results excluded the application of IAS 32, IAS 39 and IFRS 4, for which the
transition date was January 1, 2005 and Italian GAAP continued to apply to the recognition and presentation of results,

asset and liabilitiesto which IAS 32, IAS 39 and IFRS 4 would otherwise have applied.

(**) Entriesinclude contribution of insurance business only.
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Part/section of the

Explanatory Notes

B/Liab/1
L/Liab/6
B/Liab/2
L/Liab/6
B/Liab/3
B/Liab/4
B/Liab/5

L/Liab/6
B/Liab/6
B/Liab/7

L/Liab/6
L/Liab/8
L/Liab/13(**)
B/Ass/14-
B/Liab/8

B/Liab/9

B/Liab/10
L/Liab/9
L/Liab/9
B/Liab/11
B/Liab/12

B/Liab/13
L/Liab/13(**)
B/Liab/14

B/Liab/14
B/Liab/15
B/Liab/15
B/Liab/15
B/Liab/15
B/Liab/15
B/Liab/16
B/Liab/15

10.
10.1t
20.
20.1t
30.
40.
50.

30.1t
60.
70.

40.1t
110.1t

80.

90.

100.
50.1t
60. It

110.

120.

130.

140.

150.
160.
170.
180.
190.
200.
210.
220.

LIABILITIESAND SHAREHOLDERS EQUITY

12/31/2005

12/31/2004(*)

Due to banks

Due to banks

Due to customers

Due to customers

Securitiesissued

Financial liabilities held for trading
Financial liabilities designated at fair value through profit
and loss

Securitiesissued

Hedging derivatives

Changesin fair value of liabilitiesin hedged portfolios
(+-)

Public funds administered

Subordinated liabilities

Liabilities related to insurance activities
Tax liabilities

a) current

b) deferred

Liabilitiesincluded in disposal groups classified as held
for sale

Other liabilities

Other liabilities

Accrued expenses and deferred income
Provisions for employee termination indemnities
Provisions for risks and charges:

a) post-retirement benefit obligations

b) other

Technical reserves

Technical reserves

Valuation reserves

a) available-for-sale financial assets (+/-)
b) tangible assets (+)

c) cashflow hedge (+/-)

d) special revaluation laws

€) other

Redeemabl e shares

Equity securities

Reserves

Share premium reserve

Capital

Own shares (-)

Minority interests (+/-)

Profit (loss) for the year

Total liabilitiesand shareholders' equity

(€/mil)

(millions of €)

35,682
92,306

46,985
11,342
25,939

730
(35)

860
216
644
164

10,573

1,001
1,882
425
1,457
22,113

1,286

1,157
(18)

346
(199)

4,298

769

5,239
(92)

233

1,983

263,258

(€/mil)

28,277

88,510

47,986

150
6,955
638
783
304
479

22,755
2,651
882
1,734
209
1,525

38,849
343

343

4,575
725
5,218

282
1,447

252,760

(*) The consolidated balance sheet for the year ended December 31, 2004 was prepared in accordance with EU GAAP;
however, as permitted by IFRS 1, these results excluded the application of IAS 32, IAS 39 and IFRS 4, for which the
transition date was January 1, 2005 and Italian GAAP continued to apply to the recognition and presentation of results,

asset and liabilitiesto which IAS 32, IAS 39 and IFRS 4 would otherwise have applied.

(**) Entriesinclude contribution of insurance business only.
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CONSOLIDATED STATEMENT OF INCOME

Part/section of the
Explanatory Notes 2005 2004(*)

(€/mil) (€/mil)

(millions of €)

CICE/1 10. Interest income and similar revenues 8,235
L/CE/1 10.It.  Interest income and similar revenues 7,196
CICE/1 20. Interest expenses and similar charges (3,786)
L/CE/1 20. It Interest expenses and similar charges (3,534)
30. Net interest income 4,449 3,662
CICE/2 40. Commission income 4,166
L/CE/2 40. 1t Commission income 3,980
CICE/2 50. Commission expense (758)
L/CE/2 50. It Commission expense (764)
60. Net commissions 3,408 3,216
CICE/3 70. Dividends and similar revenues 475
L/CE/6 30. It Dividends and other revenues 152
CICE/4 80. Profits (losses) on financial trading activities 104
CICE/5 90. Fair value adjustments from hedge accounting 4)
CICE/6 100. Profits (losses) from sale or repurchase of: 394
a) loans 57
b) available-for-sale financial assets 347
¢) held to maturity investments —
d) financial liabilities (20)
CICE/7 110. Profits (losses) on financial assets and liabilities designated at fair value 219
L/CE/3 60. It Profits (losses) on financial transactions 227
L/CE/8(**) Technical income from the casualty insurance business gross of administrative 10
costs
L/CE/8(**) Technical income from the life insurance business gross of administrative (1,478)
costs
120. Net interest and other banking income 9,045 5,789
CICE/8 130. Impairment losses/write-backs to: (442)
a) loans (437)
b) available-for-sale financial assets 1)
¢) held to maturity investments —
d) other financial transactions 4)
L/CE/6 140. 1t Provisionsto the reserve for probable loan losses a7)
L/CE/6 120.1t  Adjustmentsto loans and provisions for guarantees and commitments (914)
L/CE/6 130. 1t Write-backs of adjustments to loans and provisions for guarantees and 410
commitments
L/CE/6 150. 1t  Adjustmentsto financial fixed assets (106)
L/CE/6 160. 1t  Write-backs of adjustments to financial fixed assets 124
140. Net result of financial activities 8,603 5,286
CICE/9 150. Net insurance premiums 3,599
CICE/10 160. Balance of other income (charges) arising on insurance activities (4,496)
170. Net result of financial and insurance activities 7,706 5,286
C/ICE/11(***) 180 Administrative costs: (4,353) (4,346)
a) personnel (2,839) (2,821)
b) other (1,514) (1,525)
CICE/12 190. Net provisions for risks and charges (53) (216)
CICE/13(***) 200. Net adjustments to tangible assets (239) (242)
CICE/14 210 Net adjustments to intangible assets (198) (230)
CICE/15 220 Other operating income (expenses) 74 29
L/CE/8(**) Other net income from insurance activities 1,838
230 Operating costs (4,769) (3,167)
CICE/16 240 Profits (losses) on investments in associates and companies subject to joint 70
control
CICE/17 250 Net result of fair value adjustments to tangible and intangible assets
170.1t  Profits (losses) from investments carried at equity 26
CICE/18 260 Impairment of goodwill 1)
CICE/19 270 Profits (losses) on disposal of investments 17
280 Operating profits (losses) before tax from continuing operations 3,023 2,145
L/CE/5 190.1t  Other income 286
L/CE/5 200.1t  Other expense (138)
230.1t  Changein reserve for general banking risks (2)
CICE/20 290 Income taxes for the period (948)
L/CE/5 240.1t  Income taxes (754)
300 Net profit (loss) after tax from continuing operations 2,075 1,537
CICE/21 310 Profits (losses) from discontinued operations (35) (35)
320 Profit (loss) for the period 2,040 1,502
CICE/22(***) 330 Profit (loss) for the period attributable to minority interests (57) (55)
340 Profit attributable to equity holders of the Parent 1,983 1,447
CICE/24 Net profit (loss) per share 1.06 0.79
CICE/24 Diluted profit (loss) per share 1.06 0.79

(*)  Theconsolidated income statement for the year ended December 31, 2004 was prepared in accordance with EU GAAP; however, as permitted by
IFRS 1. these results excluded the application of IAS 32. IAS 39 and |IFRS 4. for which the transition date was January 1. 2005 and |talian GAAP
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STATEMENT OF INCOME/EXPENSESIN THE CONSOLIDATED
FINANCIAL STATEMENTSFOR THE YEAR AT DECEMBER 31, 2005

Caption/Value 12/31/2005
(€/mil)
A. Capital gains (losses) in the year
1. Capital gains (losses) from rea -estate revaluation pursuant to special 3
laws
2. Vauation reserves: 456
available-for-sale financial assets 459
—capital gains (losses) from valuation in net shareholders' equity 807
—returnsto current year statement of income (348)
cash-flow hedge 3)
3. Exchange differences in foreign investments —
4. Actuaria profits (losses) on fixed pension plans (296)
5. Taxes on net shareholders equity and returns 90
Total A 253
B. Consolidated net profit in the statement of income 2,040
C. Total income/expensesin the year (A+B) 2,293
Attributableto:
Parent Bank 2,236
minority interests 57
D. Impact of transition to accounting standards at 1/1/2005 and
1/1/2004
1. Capital gains (losses) for real-estate evaluation pursuant to special laws 1
2. Vauation reserves: 692
available-for-sale financial assets 707
cash-flow hedge (15)
3. Profit reserves (1,033)
Total D (340)
Attributableto:
Equity holders of the Parent Bank (273)
minority interests (67)
E. Total income/expensesin the year (C+D) 1,953
Attributableto:
Parent Bank 1,963
minority interests (10)
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12/31/2004
(€/mil)

®3)

na
na
n.a
n.a.
na
na
1

(2)
1,502
1,500

1,444
56

274
na
n.a
na
166
440

440
1,940

1,884
56




STATEMENT OF CHANGESIN CONSOLIDATED SHAREHOLDERS EQUITY

DECEMBER 31, 2004 - DECEMBER 31, 2005

Shareholders
equity:

a) ordinary

shares

b) other

shares
Additional
paid-in capital
Reserves:

a) income

b) other
Valuation
reserves:

a)

available

for sale(1)

b)

cash-flow

hedge

c) specia

laws

d) actuaria

profits

(losses)
Capital

inctriimente

Allocation of preceding
year'sincome

Changesin the year

Transactionsin shareholders equity

Profits Shareholders
Balance at Balance at Changesin Issue of new Purchase of own (losses) at equity at
12/31/2004 1/1/2005 Reserves . reserves shares shares R~ 12/31/2005 12/31/2005
Change Dividends Change Derivatives
in and Extraordinary in on
Minority opening Minority Minority other Minority Minority Minority distribution capital own Stock  Minority Minority
interests Group balance interests Group interests Group allocations interests Group interests Group interests Group  of dividends instruments shares options interests Group interests Group
(millions of €)
115 4131 (11) 104 4,131 — — — 21 — 291 104 4,443
— 1,087 — 1,087 — — — — — (291) — 796
— 725 — 725 — — — 44 — 769
108 4575  (1,033) 57 3,666 14 573 10 57 — — — — — — — — 81 4,29
— — — — 5 — — — — — — — — — ®3) — 2
— — 707 — 707 — 450 — 1157
— — (15) — (15) — 3) — (18)
4 343 1 5 343 — 3 5 346
— — — — — — (199) — (199)
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Shareholders’
equity:

a) ordinary

shares

b) other

shares
Additional
paid-in capital
Reserves:

a) income

b) other
Valuation
reserves:

a) available

for sale

b) cash-flow

hedge

c) specia

laws

d) actuaria

profits

(losses)
Capital
instruments
Own shares
Profits (losses)
in the year

cmnDy
e
g2d
Y2g
=
=25
. S=
Changesin the year 5 =
Allocation of preceding o =3=3
. Lo . 59
year'sincome Transactionsin shareholders equity Profing g g_
Balance at Balance at Changesin Pur chase of own (losses)(gh =
12/31/2003 12/31/2004 Reserves - reserves I ssue of new shares shares I 12/31/20p4 3
Change Dividends Change Derivatives R _
in and Extraordinary in on hd neg
Minority opening Minority Minority other Minority Minority Minority distribution capital own Stock Minority IS M
interests  Group balance interests  Group interests  Group allocations interests  Group interests  Group interests  Group of dividends instruments shares options interests Gl%l% in
(millions of €) &
8
3
97 4,057 105 202 4,057 — — (87) 74 — —
— 1,087 — 1,087 — — — — — —
— 708 — 708 — — — 17
123 4,099 166 123 4,265 6 257 9 27 (30) 26 — — — — — —
3 72 274 3 346 1 (3)
48 972 — 48 972 (6) (257) (757) 55 1,447



STATEMENT OF CONSOLIDATED CASH FLOWS

Part/section of Amount
the Explanatory
Notes INDIRECT METHOD 2005 2004
(€/mil)
A. OPERATIONS
1. Management activities 2,488 3,283
— profit for the year (+/-) 1,983 1,447
— capital gains/losses on financial assets held for trading and on assets/liabilities designated
asat fair value (-/+) (1,265) —
— capital gaing/losses on hedging activities (-/+) 4 —
— net value adjustments/write-backs due to impairment (+/-) (734) 469
— net value adjustments/write-backs on tangible and intangible assets (+/-) 438 520
— net provisionsfor risks and charges and other costs/revenues (+/-) 1,492 214
— net premiums to be collected (-) (20) (16)
— other unrealized insurance income/charges (-/+) 739 742
— unpaid duties and taxes (+) (184) (128)
— net adjustments/write-backs on groups of discontinued operations, net of taxes (-/+) 35 35
— other adjustments (+/-) — —
2. Liquid assets gener ated/absor bed by financial assets (12,335) (17,067)
— financial assets held for trading 3,804 (11,371)
— financial assets designated as at fair value 2,989 —
— available for salefinancial assets (3,514) (28)
— due from banks: repayable on demand 1,132 3,320
— due from banks: other loans (4,186) (4,830)
— loans to customers (13,689) 1,231
— other asset captions 1,129 (5,389)
3. Liquid assets gener ated/absorbed by financial liabilities 12,098 16,078
— due to banks: repayable on demand 2,594 (1,616)
— due to banks: other deposits 4,795 1,331
— due to customers 3,571 8,611
— Securities issued (6,076) (2,790)
— Financial liabilities held for trading 72 —
— Financid liabilities evaluated at fair value 5,148 —
— Other liabilities 1,994 10,542
Net liquid assets gener ated/absor bed by operations 2,251 2,294
B.INVESTMENTS
1. Liquid assets generated by 172 195
— sale of investments 118 32
— dividends received from investments — —
— sale of financial assets held to maturity — —
— sale of tangible assets 54 162
— sale of intangible assets — 1
— sale of subsidiaries and business divisions — —
2. Liquid assets absorbed by (1,243) (1,184)
— purchase of investments (72) (391)
— purchase of financial assets held to maturity (717) (262)
— purchase of tangible assets (208) (329)
— purchase of intangible assets (155) (168)
— purchase of subsidiaries and business divisions (91) (34)
Net liquid assets gener ated/absor bed by investments (2,071) (989)
C. FUNDING ACTIVITIES
— issue/purchase of own shares (31) —
— issue/purchase of capital instruments — —
— dividend distribution and other uses (1,406) (1,420)
Net liquid assets gener ated/absor bed by funding activities (1,437) (1,420)
B/Asy1 NET LIQUID ASSETS GENERATED/ABSORBED DURING THE YEAR (257) (115)
RECONCILIATION Amount
Captions 2005(*) 2004(**)
(€/mil)
Cash and liquid balances at the beginning of the period 1,364 1,480
Total liquid assets generated/absorbed during the year (257) (115)
Cash and cash equivalents: effect of movements in exchange rates — —
Cash and cash equivalents at the close of the year 1,107 1,365

(*) Thecaption "Cash and liquid balances at the beginning of the year" includes IAS 32 and 39 and IFRS 4.

(**) Includes 18 million euro contained in the caption "Insurance business assets' (L/Ass/13).
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PART A—ACCOUNTING POLICIES
PART A.1 GENERAL INFORMATION
Section 1—Compliance with IFRS

Pursuant to Article 3, para. 1, of D.Lgs. no. 38/2005, the SANPAOLO IMI Group Financial Statements have been drawn
up in accordance with International Accounting Standards and International Financial Reporting Standards, as endorsed by
the European Commission at December 31, 2005 on the basis of the procedure set forth in EC Regulation no. 1606/2002.

We remind you that the first SANPAOLO IMI Group financial report to be drawn up in accordance with international
accounting standards was the Half Y ear Report as at June 30, 2005.

Section 2—Basis of Preparation

The Group's accounting results, stated in millions of euro, have been obtained by applying the international accounting
standards (IAS/IFRS) issued by the International Accounting Standards Board (1ASB) and endorsed by the European
Commission as at December 31, 2005 pursuant to European Regulation no. 1606 of July 19, 2002.

In preparing the financial statements, further reference was made to that set forth by the Bank of Italy inits Circular
no. 262 of December 22, 2005 governing bank financial statements, and the provisional implementation measures issued by
the Bank of Italy in its Sanction dated December 22, 2005.

In order to achieve a better interpretation and application of the new accounting principles, additional documents not
endorsed by the European Commission were also examined:

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

e Implementation Guidance, Basisfor Conclusions and any other documents drawn up by the IASB or the IFRIC to
provide further guidance on the accounting principles issued.

Lastly, till on the subject of interpretation, other documents taken into account included those dealing with the
application of IAS/IFRS in Italy issued by the Italian Accounting Standards setter (OIC) and the Italian Bankers' Association
(ABI).

In the "official" financial statement schedules, the results of the year are shown, for comparative purposes, beside the
2004 data. In this case, the SANPAOLO IMI Group exercised the option provided by IFRS 1 to defer the first-time
application of IAS 32 and 39, and IFRS 4 to January 1, 2005, and apply Italian GAAP standards for comparative information
regarding the financial instruments and insurance contracts subject to the aforementioned IAS/IFRS.

The differences resulting from the application of the above different accounting principles have made it necessary to
report them separately in the column relative to 2004. For this purpose, and exclusively for the items in question, the
comparative schedules make use of the denominations set forth in Circular no. 166 issued by the Bank of Italy on July 30,
1992, with specific captions introduced for insurance subsidiariesin order to integrate the information provided. The captions
regarding insurance subsidiaries are not found, however, in the SAN PAOLO IMI Group financia statements published in the
2004 Annual Report.

It should be added that adjustments were made to comparative data within the scope of Group consolidation in
accordance with IAS/IFRS governing consolidated financial statements. For further details on changes to the scope of
consolidation, see " Section 3—Scope and Methods of Consolidation”.
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Details are provided on figures reported on the basis of Italian GAAP standardsin Part L of the Explanatory Notes, in
accordance with the schedules set forth in the aforementioned Circular no. 166. With regard to the accounting policies
adopted for each specific statement caption, see the 2004 Annual Report.

Finaly, Part L of the Explanatory Notes also provides further detail on insurance business. Thisinformation is provided
in accordance with the information requirements set forth in D.Lgs. no. 173/1997 and the regulatory measures issued by the
competent authority (ISVAP).

Section 3—Scope and M ethods of Consolidation

The scope of consolidation on a line-by-line basis includes banking, financial and instrumental subsidiaries that are part
of the SANPAOLO IMI Banking Group as recorded in the appropriate register in compliance with article 64 of D.Lgs.
no. 385 dated September 1, 1993, the remaining subsidiaries that carry out activities different from those referred to above,
and the entities or companies in respect of which the Group is exposed to the majority of the risks and obtains the majority of
benefits. The scope of the line-by-line consolidation excludes some minor entities whose balance sheets and results of
operations are not significant to the consolidated financial statements.

"Joint control" equity investments and companies over which the Group has "significant influence" are accounted for
using the equity method. In fact the Group decided to consolidate joint control equity investments on the equity method,
although previously they were consolidated on the proportional method. The impact of the decision on the financial
statements as at December 31, 2004 was, however, negligible, as the only company subject to joint control is the holding
Allfunds Bank S.A. A company is considered subject to joint control where agreements exist to the effect that any
administrative, financial and management decisions require both the Group's consent and that of the other participants sharing
control over the company.

The financial statements used for the line-by-line and the proportional consolidation process were those prepared as at
December 31, 2005, as approved by the boards of the subsidiaries concerned and adjusted, where necessary, for consistency
with Group accounting policies. The vauation of investments using the equity method was made on the basis of the latest
reports or financial statements available.

The scope of the line-by-line and proportional consolidation of the Group as at December 31, 2005, did not change
significantly compared to December 31, 2004 which was on an IAS compliant basis. Details of the scope of the line-by-line
and proportional consolidation as well as of the companies valued using the equity method can be found in Section 10 of
these Consolidated Explanatory Notes.

Section 4—Subsequent Events

Regarding to the future of the subsidiary Gest Line S.p.A. which operates in the sector of tax collection, the first few
months of 2006 saw the continuation of the plan of activities for Riscossione S.p.A., the company destined to acquire all the
current concessionary companies. It should be pointed out that, in accordance with, and pursuant to, Art. 3, para. 9 of Law
248 of 2005, the costs for the acquisition of concessionary companies are set on the basis of general criteria established by the
primary financial institutions selected through competition.

Riscossione S.p.A. has therefore launched a private tender to identify an advisor to define the valuation criteria. Fdp
consulting of Prof. LAGHI, Professor of Business Economics at the Faculty of Economics of La Sapienza University of
Rome and lecturer in Financial Analysis at the Luissin Rome, was nominated advisor and established the equity method as
the evaluation criterion, deemed the only one applicable to companies whose concession will expire on September 30, 2006.
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On March 7, 2006, a meeting was held between Riscossione S.p.A. and the concessionary companies to explain time
schedules for the acquisition of the concessionary companies by Riscossione S.p.A., aswell asthe valuation criteria
established by the advisor. Riscossione S.p.A. presented aletter to be proposed to the shareholders in the concessionary
companies requesting their agreement to the ceding of a quota of the company capital (no less than 51%) and, if so,
information on the sum of the quota to be ceded and if the branch of the company related to the management of local taxesis
to be spun off.

Section 5—Other Aspects

Asmentioned in "Section 2—Basis of Preparation” and in accordance with the provisions set forth in IFRS 1 and EC
Regulation no. 1606/2002, Group results were measured in compliance with international accounting standardsin force as at
the date of the financial statements (December 31, 2005), and endorsed by the European Commission.

Following the publication of the SANPAOLO IMI Group Half Y ear Report as at June 30, 2005, the European
Commission approved the integration of 1AS 39, endorsing the amendments homologated by the IASB with regard to the fair
value option, in EC Regulation no. 1864/2005. The amended standard expressly limits the bases upon which the fair value
option may be exercised, setting forth the instances and grounds which may justify its application.

Asaresult of the issue of the new accounting standards endorsed by the European Commission, some companiesin the
Group exercised the fair value option. Consequently, the amounts reported in the IAS/IFRS compliant financial statements as
at January 1, 2005 were adjusted and reconciliation as at January 1, 2005 between the results obtained under Italian
accounting standards and those obtained under international accounting standards amended.

The effects are reported, for illustrative purposes only, in the annex to Part B of the Explanatory Notes. For further
details, see the information provided therein.

The Parent Bank SANPAOLO IMI did not exercise the fair value option itself. The effects reported in the annex to the
Explanatory Notes refer substantially to fully consolidated subsidiary companiesin the Group.

Use of Estimates and Assumptionsin Preparing the Financial Statements

The preparation of financia statements requires the use of estimates and assumptions that may have a significant effect
on the amounts stated in the balance sheet and statement of income, and on the potential assets and liabilities reported in the
financial statement. Estimates are based on available information and subjective evaluations, often founded on past
experience, which are used to formul ate reasonable assumptions to be made in measuring operating phenomena. Given their
nature, the estimates and assumptions used may vary from year to year, and hence it cannot be excluded that current amounts
carried in the financial statements may differ significantly in future financial years as aresult of changes in the subjective
evaluations made.

The main cases for which subjective evaluations are required to be made by management include:

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

»  thedetermination of the fair value of financial instruments to be used in statement schedules;

«  theuse of measurement models for determining the fair value of financia instruments not listed on active markets;
« theevaluation of the appropriateness of amounts stated for goodwill and other intangible assets;

«  the measurement of personnel funds and provisions for risks and charges,
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e estimates and assumptions on the collectability of deferred tax assets.
e demographic (linked to the estimated mortality of ensured people) and financial (deriving from the possible trend in

financial markets) suppositions used to structure insurance products and define the bases for calculating integrative
reserves.

Theinformation provided on the accounting policies applied for the main aggregate values of the financial statements
includes the necessary details for identifying the main assumptions and subjective evaluations made in preparing the financial
statements. For further detail in the breakdown and relative carrying values of the specific statement captions affected by
estimates, see the relevant sections of the Explanatory Notes.

Mandatory Audit

SANPAOLO IMI Group Financial Statements are subject to the financial audit of PricewaterhouseCoopers S.p.A.
pursuant to D.Lgs. no. 58/1998 and in application of the three-year 2004/2005/2006 assignment approved by resolution of the
shareholdersin the meeting on April 29, 2004.

Audit of the Half Year Report and Schedules Relating to the Transition to I nter national Accounting Standards

The SANPAOLO IMI Group prepared and published its report on Group operations for the half year of 2005 in
accordance with the law and the provisions set forth by Consob.

The Half Y ear Report was duly audited by PricewaterhouseCoopers S.p.A. in limited review financial audit form, in
compliance with the recommendations of Consob Communications no. 97001574 of February 20, 1997, no. 10867 of July 31,
1997 and no. 5025723 of April 15, 2005, and in application of the af orementioned shareholders resolution carried in the
meeting on April 29, 2004.

In compliance with the af orementioned Consob Communication no. 5025723 of April 15, 2005, the reconciliation
schedules on shareholders' equity as at January 1, 2004, December 31, 2004, and January 1, 2005, and the results as at
June 30, 2005, required by IFRS 1 for the transition to international accounting standards, were duly audited by
PricewaterhouseCoopers S.p.A.

PART A.2 INFORMATION ON THE MAIN FINANCIAL STATEMENT ITEMS

Basis of Preparation of Financial Statements

The measurement bases adopted in the preparation of the financial schedules in compliance with the IAS/IFRS in force
as at December 31, 2005 areillustrated below.

Standardized purchase and sale of financial assets

Asregards standardized purchases and sales of financial assets, that is those transactions governed by agreements
requiring that the assets be handed over within a set period of time established by regulations or market conventions, it was
decided to make reference to the settlement date.

Section 1—Financial AssetsHeld for Trading
The "financial assets held for trading” category includes:

e debt securities or equities acquired mainly for the purpose of obtaining profits in the short term

e derivative contracts, except those designated as hedging instruments
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Financial assets held for trading are initially recorded in the balance sheet at their fair value, which generally
corresponds to the amount paid. Any direct transaction costs/income relating thereto are recorded in the statement of income.

The subsequent valuation is made on the basis of the evolution of the fair value, any changes being recorded in the
statement of income.

Equities and related derivative contracts for which fair value cannot be reliably established are accounted at cost, and
adjusted for value losses. These losses in values are not restored.

The fair value of financia instruments listed on active markets is represented by the related market price. If no such
active market exists for the asset, the fair value is obtained by taking into account the prices provided by external operators
and by using measurement models that are mainly based on objective financial variables as well as the prices recorded on
recent transactions and market prices for similar financial instruments.

Derivatives are treated as assets if the fair valueis positive and as liabilitiesif the fair value is negative. The Group
offsets current positive and negative values arising from transactions made with the same counterparty where such offset has
been expressly provided for under the terms of the contract, and where the Group effectively intends to settle the account on
such abasis.

Financial assets held for trading also include derivatives that are embedded in another complex financial instrument,
which are to be separated from the host contract if:

«  the economic features and the risks of the embedded derivative are not strictly correlated to the economic features
and the risks of the host contract;

e aseparate instrument with the same terms and conditions of the embedded derivative would meet the definition of
derivative;

» theinstrument that includes the embedded derivative is not measured at fair value, its value adjustment being
recorded in the statement of income.

Section 2—Available-for-Sale Financial Assets

These assets are different from loans and financing, held-to-maturity investments, financial assets held for trading, and
assets designated at fair value through profit and loss, including debt securities and equities.

At first inception, available-for-sale financial assets are carried in the balance sheet at their fair value, which normally
corresponds to the amount paid for their purchase, plus any transaction costs directly arising therefrom.

They are subsequently measured at fair value, any gains or losses arising from changes in fair value being included as a
specific reserve under equity.

The results of the measurements are recorded in a specific reserve under equity and are included in the statement of
income at the time of disposal or where an impairment loss is incurred.

Certain unlisted equities, the fair value of which cannot be reliably established or verified, also taking into account the
importance of the range of values obtainable from the measurement models generally adopted by the market, are stated in the
financial statements at cost, and adjusted for any impairment losses verified.

The Group assesses whether an event has given rise to an impairment loss and determines its amount by making
reference to its past experience on asset evaluation and using all the information available that is based on facts that have
already occurred and data that can be observed at the valuation date.
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As regards debt securities, the information that is considered as being particularly relevant to assessing whether an
impairment loss has occurred is as follows:

« theissuer isexperiencing major financial difficulties as proved by non-performance or default on payment of
interest or capital;

e bankruptcy proceedings are likely to be opened,;
« financial instruments are no longer dealt with on an active market;
« theeconomic conditions that affect the financial cash flows of the issuer have worsened;

» theissuer'srating has been downgraded and negative news indicates that the financial situation of the issuer has
worsened.

Asregards equities, any impairment losses will be established by taking into account relevant information which
includes any changes that have occurred in the technological, market, economical or legal environment in which the issuer
operates. A significant or prolonged reduction in the fair value of equities below their cost may be considered as objective
evidence of impairment.

Impairment losses on equities cannot give rise to write-backs in the statement of income if the reason for the writedown
ceases to exist. Such write-backs therefore are only recorded in a specific reserve under equity.

Any write-back of debt securities, instead, isrecorded in the statement of income.

Asregards debt securities classified as being available for sale, the related yield, calculated using the amortized cost
method, is recorded in the statement of income, as are the effects of exchange differences.

Exchange differences relating to avail able-for-sale capital instruments, on the other hand, are recorded in a specific
reserve under equity.

Section 3—Held-to-Maturity Financial Assets

The investments classified in this category are represented by non-derivative financial instruments listed, with fixed or
determinable payments and fixed maturity that the Group intends to, and can, hold until maturity.

On the date of their first recording, financial assets held to maturity are recorded in the balance sheet at their fair value,
usually corresponding to the purchase amount, to which are added any dealing costs directly attributable to the purchase.

Held-to-maturity financial assets are stated at amortized cost, using the effective interest method. Gains and losses
arising on financial assets held to maturity are recorded in the statement of income where such assets are eliminated or their
valueisimpaired, aswell as through amortization.

Impairment losses are calculated as the difference between the book value of assets and the present value of expected
future financial flows, discounted using the original effective interest rate.

In the event of write-backs, these are recorded in the statement of income but only to the extent of the amortized cost of
the financial assets.

Section 4—L oans and Guar antees

Loans are represented by financial assets that are not derivatives, including debt securities, with fixed or determinable
payments, which are not listed on active markets and that have not been classified at inception date as financial assets
available for sale, held for trading or designated at fair value.
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San Paolo IMI's loan impairment provisions are established to recognize any impairment losses arising on its loan
portfolio. A loan isimpaired when there is objective evidence that events since the loan was granted have affected expected
cash flows from the loan to the extent that it is probable that not all amounts of the principal, interest and fees will be
received. The impairment loss is the difference between the carrying amount of the loan and the present value of estimated
future cash flows discounted at the loan's original effectiveinterest rate.

Loans are initially recognized at their fair value, which generally corresponds to the consideration given, plus any direct
transaction costslincome that are directly attributable to the issue of the loan.

After initial recognition, loans are measured at amortized cost using the effective interest rate method. Short-term loans,
including on demand loans, are not measured at amortized cost as the effect of applying the effective interest rate method is
negligible.

Loans recognized at amortized cost in the financial statements are regularly tested to establish if there is any objective

evidence that an impairment has been incurred reflecting a diminution in their net carrying amount (presumibile valore di
realizzo). The main events considered in assessing the existence ofimpairment includes:

» theborrower/issuer is experiencing major financial difficulties as proved by non-performance or default on
payment of interest or capital;

«  bankruptcy proceedings are likely to be opened,;
«  theeconomic conditions that affect the financial flows of the borrower/issuer have worsened;
e debt servicing difficulties are being experienced in the country of residence of the borrower/issuer;

« theborrower/issuer's rating has been downgraded due to negative news indicating that the financial situation of the
|atter has worsened;

e negativetrendsinindividual commodity sectors.
Impairment testing further takes into account any guarantees pledged.

Asregards the classification of impaired loans under the different risk categories (non-performing, problem, restructured
and overdue exposures), reference was made to the provisions issued by the Bank of Italy on the subject, as integrated by
internal policy which prescribe criteria and automatic rules for the reclassification of loans to the various risk categories.

The classification is defined by the operating structures independently or subject to the advise/prescription of central and
local functions specialized in loan monitoring and collection, with the exception of loans due/overdue by more than 180 days,
for which classification defined out by automatic procedures.

Any adjustments for impairment to the carrying amount of loans are calculated taking into account the extent of the
significance of the amount involved, applying an individual or a collective assessment, as detailed below.

The following are assessed for impairment on an individual basis:

*  non-performing loans: loans to borrowers in a state of insolvency or similar state;

«  problemloans: loansto borrowers suffering temporary difficulties which are likely to be overcome in an acceptable
period of time;

e restructured loans: loans in respect of which the bank (or a pool of banks), owing to the deterioration of the
economic-financial standing of the borrower, allows that the original

F-21




contractual terms be changed in order to avoid aloss; loans to enterprises which are expected to stop trading are not
restructured loans.

The net carrying amount of impaired loans that are assessed on aindividual basis, which is formalized by resolutions
issued by the administrative offices of the Parent Bank and other offices, which have been especially authorized to deal with
the matter, is the net present value of the expected cash flows of capital and interest of the various exposures.

In determining the net present value of the cash flows relating to the impaired loan, the main factors considered are the
estimated future cash flows; their timing and the applicable discount rate. The estimated future cash flows and their timing
(that constitute the expected repayment schedules) are based on analytical assumptions made by the departmentsin charge for
loan assessment and, where such assumptions are not available, on lump-sum estimates based on statistics of internal
historical data and sector studies.

The applicable discount rates used to discount the estimated future cash flows (as included in the expected repayment
schedules) of impaired loans were the original effective interest rates used for medium-long term loans and the weighted
average of the rates charged on short-term loan exposures with similar contractual characteristics, maturity and risk profile.

The following loans are evaluated on a collective basis:

expired exposures. exposures to subjects that are not classified under the previous risk categories which, at the end
of the period, show loans due or overdue by more than 180 days. The assessment is made on a historical statistical
basis;

exposures subject to country risk: unsecured |oans to borrowers residing in countries with debt-servicing
difficulties. These loans are usually valued on alump-sum basis, taking each country separately, by applying
writedown percentages that are not lower than those specified by the banking association. These loans do not
include expired exposures and those listed above that are evaluated on aindividual basis;

performing loans: loans to borrowers who, at the balance sheet date, have not yet shown any specific insolvency
risks. Collective adjustments to performing loans are calculated by applying a model developed on the basis of Risk
M anagement methodologies used by banks in the Group to assess the credit impairment that is believed to have
been incurred at the reference date, the extent of which is not known at the time of the assessment.

The model used for the collective assessment of impairment on aggregate measurement of performing loans involves the
following stages:

a

b.

C.

segmentation of the loan portfolio based on:
customer segments
business sectors
geographical location

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

application of corrective factors calculated on the basis of the qualitative analysis of the portfolio, with particular

reference to the risk concentration and the impact made by the current situation of the economic cycle on the
variousindustrial sectors.
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Write-downs, whether specific or collective, are made by recognizing in the income statement a "value adjustment" to
reduce the value of the asset shown in the balance sheet on the basis of the aforementioned criteria. These write-downs,
however, may be reinstated by means of write-backs recorded in a caption included in the statement of income where all net
value adjustments on loans are recorded, in the event that the reason for such write-downs ceases to apply or the amount
recovered on the loans is higher than the origina write-down recorded in the accounting records.

Considering the methodology used to calculate the write-downs of impaired exposures, the mere passage of time, and
the fact that the expected repayment dates are consequently brought closer, implies an automatic reduction of the implicit
financial charges previously deducted from the value of the loans. This effect is recorded in the financial statements under net
adjustments/write-backs (caption 130).

If the loans are disposed, they are removed from the balance sheet and the resulting net profit (or 10ss) isrecorded in the
statement of income only when all the risks and rewards of ownership connected with the loans have been transferred to the
assignee. If, despite the fact that title of the loan passes to the purchaser, the Group still maintains control over the cash flows
arising from the loan as well as the risks and rewards connected with it, the loan is shown in the financial statements with a
liahility recorded to reflect the proceeds received from the purchaser.

Financial guarantees issued that do not represent derivative contracts are evaluated taking into account the provisions of
IAS 39 which provide for the recording of commissions received, pursuant to IAS 18, on the one hand and,,the eval uation of
risks and charges in connection to the guarantees applying the criteria contained in IAS 37 on the other hand. On the basis of
Bank of Italy provisions, this evaluation is recognized in the financial statementswith other liabilities. Moreover, this type of
contract is not dealt with in the insurance compartment.

Section 5—Financial assets designated at fair value

The Group exercised the fair value option, with subsequent adjustments in value recorded in the statement of income, at
the initial measurement of investments with respect to insurance policies under which total risk is borne by the insured
parties.

Section 6—Hedge Accounting

According to the financial policies adopted, the Group makes use of derivative contracts to hedge against interest rate,
exchange rate and credit risks as well as the risk on highly probable forecast transactions.

The hedging transactions used for the above-mentioned risks aim at covering potential |osses attributable to certain types
of risks through gains that may arise on hedging instruments.

Group companies use the following types of hedging transactions:

«  hedging of exposures against the risk of changesin the fair value (attributable to the various types of risk) of assets
and liabilities recorded in the financial statements or portions of these, of groups of assets and liabilities, of
irrevocable commitments, and of portfolios of financial assets and liabilities, including core deposits, as permitted
by IAS 39 endorsed by the European Commission;

e hedging of the variability of cash flows of assetg/liabilities recorded in the financial statements or of highly
probable forecast transactions;

«  hedges of net investment in foreign operations.

F-23




For the purpose of applying hedge accounting, governed by the related accounting principles, the Group formally
documents the relationship between the hedging instruments and the hedged items as well as its risk management objectives,
its strategy for undertaking the various hedging transactions and the methods used to verify hedge effectiveness. In line with
IAS/IFRS, hedge effectiveness is assessed both at inception and on an ongoing basis. Generally a hedge is considered to be
highly effectiveif, both at inception and during its life, the changes in the fair value or in the cash flows of the hedged item
are amost completely offset by the changesin the fair value or in the cash flows of the hedging derivative, that isto say that
the actual results fall within an interval ranging between 80% and 125%.

The hedging relationship ceases to exist when: (i) the derivative is not, or has ceased to be, highly effective as a hedge,
(i) it expires, or is sold, terminated or exercised, (iii) the hedged item matures, is sold or repaid, or presentsimpairment, and
(iv) the forecast transaction is no longer deemed highly probable.

Fair Value Hedge Accounting

If fair value hedges are in place, any changes in the fair value of hedging instruments and hedged items (as regards the
part attributable to the hedged risk and in the case of hedge effectiveness) are recorded in the statement of income. The
differences between the changes in value represent the ineffective portion of the hedge and give rise to a net economic
impact.

When a hedge ceases to exist for reasons other than the sale of the hedged item, the fair value hedging adjustment made
to the latter, recorded in the financial statements until such time that the effective hedge wasin place, isrecorded in the
statement of income on the basis of the amortized cost method in the case of interest-bearing financial instruments, or as a
lump sumin al other cases.

Cash Flow Hedges

With regard to cash flow hedges, the fair value gain or loss associated with the portion of the cash flow hedge deemed
effective isrecognized initialy in shareholder's equity, with no impact on the statement of income. When the cash flows that
have been hedged against eventually occur and are recorded in the statement of income, the aforementioned gains or losses on
the hedging instrument are transferred from shareholders' equity to the corresponding caption in the statement of income.

When a cash flow hedge relating to a forecast transaction expires or is no longer effective, any cumulative gain or loss
existing in equity at the time remainsin equity under a specific reserve account until such transaction actually takes place (or
the forecast transaction is no longer expected to occur). When the transaction occurs, such amount is recognized in the
statement of income under "net dealing income."

Hedges of Net Investment in Foreign Operations

With reference to investment hedging in foreign operations, the effective portion of the gain or loss on the hedging
instrument isinitially recognized directly in equity, no entries being made in the statement of income. The amount recognized
in equity istransferred to the statement of income upon disposal of the foreign operation.
Section 7—Equity investments

Equity investments which are neither consolidated on aline-by-line or proportional basis and shareholdings which are
subject to joint control or significant influence by the Group are accounted for using the equity method. A company is
considered as being subject to significant influenceif the Group is actively involved in formulating the administrative,

financial and operating policies of the company as
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aresult of legal relationships and prevailing situations. Significant influence is assumed to exist when the Group holds at least
20% or more of the company's voting rights.

The remaining minority investments are classified in the categories provided by 1AS 39. In particular, investments not
held for trading purposes are generally included under "available-for-sale investments."

Section 8—Tangible Assets
Tangible assets include:

« land

e functional property

e property investments

e electrical equipment

e furniture and fittings, machinery and equipment

"Functional property" is represented by assets either owned by the Group or held under a finance lease contract, that are
used by the Group to carry out its business activity or for administration purposes, whose useful life extends beyond the
financial year.

"Property investments” are represented by assets either owned by the Group or held under a finance lease contract, for
the purpose of collecting lease rentals and/or held for capital appreciation.

Tangible assets are initially recorded at cost increased by any ancillary charges directly attributable to the acquisition
and installation of the assets. Subsequently they are carried at cost less accumulated depreciation and provisions for
impairment, if any.

Any expensesincurred after the date of purchase increase the book value of the asset or are recorded as separate assets
only where their use gives rise to an increase in future economic benefits. Other types of subsequent expenditures are charged
to the statement of income of the year in which they are incurred.

Depreciation is provided on the annual depreciable amount of tangible assets systematically on straight line basis over
the estimated useful life of each asset. The useful life of tangible assets that are subject to depreciation is kept regularly under

review, to take account of any changein circumstances and if any initial estimates are changed then the related depreciation
rate is adjusted too.

In particular, as regards property, the parts relating to land and buildings represent separate assets for accounting
purposes and are recorded separately at the time of acquisition.

Asland is expected to have an indefinite useful life, no depreciation is provided on the part that relates to the land.

Similarly, no depreciation is provided on works of art included under tangible assets, as their useful life cannot be
estimated and generally the related value does not depreciate due to the passage of time.

Section 9—I ntangible Assets

Intangible assets are identifiable non-monetary assets without physical substance that are held to be used over a period of
more than one year. They include goodwill and software either developed internally or purchased from third parties.
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Goodwill arises on the acquisition of subsidiaries, associated entities and business units and represents the excess of the
purchase amount paid over the net fair value of the Group's share of the assets acquired and the liabilities assumed on the date
of the acquisition.

Goodwill is not amortized; in fact it is regularly reviewed for impairment. Goodwill is allocated to cash-generating units
for the purpose of impairment testing. An impairment loss will be recorded where the recoverable amount is lower than its
current book value in the financial statements. The recoverable amount is represented by the greater of the fair value of the
cash-generating unit, net of selling costs, and the value in use, represented by the present value of the future cash flows
expected to be produced by the cash-generating unit and arising on its disposal at the end of its useful life. At the consolidated
level, to test for impairment, goodwill is allocated to groups of cash-generating units that represent the lowest level within the
Group at which the goodwill is monitored for internal management purposes. Thisis done also by taking into account the
organizationa structure of the Group and its Business Sectors.

Goodwill concerning investments in associates and companies subject to joint control carried in shareholders' equity is
included in the value of the investments themselves.

Internal costs incurred to devel op software are capitalized in the financial statements under intangible assets, only upon
verification of the technical feasibility of the projects involved and their completion as well astheir ability to generate future
economic benefits. At the development stage, these assets are valued at cost, inclusive of any direct ancillary costs and any
costs relating to internal staff employed on the development. If the results of thetrial testing are negative, then the costs are
charged to the statement of income.

Intangible assets arising on software developed internally or acquired externally are amortized on a straight-line basis,
starting from the date of completion and implementation, over an estimated useful life of three years. Where the recoverable
amount of such assetsis lower than their book value, the differenceis recorded in the statement of income.

Section 10—Discontinued Operations

Discontinued assets are held for sale. Individual long-term assets, units generating cash flow, and groups of these or their
individual parts, are classified as held for sale only when their disposal is considered highly probable.

Such assets are valued at the lower of book and fair value, net of selling costs. If depreciation has previously been
written down on the assets, the depreciation process is suspended as of the year in which the assets were classified as
discontinued operations.

"Individual" discontinued asset values, as with the net results deriving from their subsequent disposal, are carried under
the relevant captions of the statement of income.

The balance, whether positive or negative, of income or charges relating to discontinued "groups of operations’ are
stated in the statement of income net of current and deferred taxation.

Section 11—Current and Deferred Tax

Income tax, calculated according to domestic tax regulations, is recognized for as a cost in compliance with the accruals
concept, in line with the method followed to include, in the financial statements, the costs and income that generated them.
Therefore, they represent the balance of current and deferred taxation relating to the net result for the period.

Current tax assets and liabilities include the tax balances of the single Group companies due to the relevant Italian and
foreign tax authorities. More specifically, these captions include the net balance of current tax liabilities for the year,

calculated on the basis of a prudent estimate of the tax charges due
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for the period, assessed according to the tax regulations currently in force, and the current tax assets represented by advances
paid and other tax credits for withholding taxes borne or tax credits of previous financial years that any company within the
Group can claim against taxes payable in future financial years.

Current tax assets also include tax credits in respect of which atax refund claim has been filed with the relevant tax
authorities.

Deferred taxation is calculated under the so-called "balance sheet liability method," taking into account the tax effect of
temporary differences between the book value of assets and liabilities and their value for taxation purposes which will give
rise to taxable income or deductible amounts in future years. To this end, "taxable temporary differences" are differences
which will give rise to taxable income in future years while "deductible temporary differences' are those which will giverise
to deductible amounts in future years.

Deferred tax liahilities are calculated by applying, with regard to each consolidated company, the tax rates currently in
force to taxable temporary differences that are likely to generate a tax burden and to the deductible temporary differences if
these are likely to be recovered. Deferred tax assets and liabilities relating to the same tax and expiring in the same period are
offset against each other.

In the financial years where deductible temporary differences are greater than taxable temporary differences, the related
anticipated taxes are included under balance sheet assets among "deferred tax assets’. On the other hand, in the years where
taxable temporary differences are greater than deductible temporary differences, the related deferred taxes are included under
balance sheet liabilities among deferred tax liabilities.

If deferred tax assets and liabilities relate to items pertaining to the statement of income, the balancing item will be
represented by income tax.

Where anticipated and deferred taxation relate to transactions that have been recorded in shareholders' equity without
affecting earnings (evaluations of available-for-sale financial assets or of cash flow hedge derivative contracts), the balancing
entry is made in shareholders' equity, under specific reserves where so provided (e.g. valuation reserves).

Deferred taxation on equity reservesthat will become taxable "however used” is charged against shareholders' eguity.
Deferred taxation relating to revaluations arising on conversion to the euro, credited directly to a specific reserve named
"Reserve pursuant to article 21 of D.Lgs. no. 213/98," which qualify for deferred taxation, is charged directly against this
reserve.

No provision is made for the Parent Bank's reserves subject to taxation only in the event of distribution. Thisis because
such reserves are allocated to accounts that are not available for distribution and because the events which would give rise to
such taxation are not expected to occur.

Deferred taxation on shareholders equity items of consolidated companiesis not recorded in the financial statementsif it
isunlikely that any tax liability will actually arise, also bearing in mind the permanent nature of the investment.

Section 12—Provisionsfor Risksand Charges

Provisions for risks and charges represent liabilities, the timing and amount of which is uncertain and are shown in the
financial statements for the following reasons:

e acurrent (legal or implicit) obligation exists owing to a past event;
e itislikely that financial resources will be used to fulfill the obligation;
e itispossible to make an estimate of the likely future cash outflow.
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The sub-caption "post-retirement benefit obligations' includes provisions booked according to IAS 19 "Employee
Benefits' to balance the technical deficit of the supplementary defined pension benefit plan.

Actuarial calculations are carried out in this case too, as provided by the af orementioned accounting standard, by an
external actuary based on the "Projected Unit Credit Method."

For employee provisions, this method, which falls within the scope of general techniques relating to so-called "accrued
benefits," takes into account each period of service by the employee with the company as an additional unit of benefit
entitlement. Hence, the actuarial liability must be quantified exclusively on the basis of the employee's length of service as at
the date of measurement. The overall liability istherefore usually recalculated based on the ratio of total years of service
matured as at the date of measurement to the total number of years of service accrued at the time the benefit will be paid.
Furthermore, the above method takes into account any future salary increases due for any reason (inflation, seniority and
promotion, contract renewal, etc.), up until the time the employment relationship is terminated. With regard to employee
pension commitments, the above corrective measures are not applied as the commitment is fully matured.

The discount rate used for the evaluations is based on the market rate of zero coupon bonds, considered most
representative of market performance, taking into account the expected future cash outflows of the pension fund.

The current year accrual to the statement of income represents the sum of the annual interest matured on the average
present value of pension benefits at the beginning of the year and the average present value of services rendered by the
employees in service during the year, net of the expected yearly yield on the pension fund assets invested.

To this end, the discount rate used to calculate the interest on the average present value of pension benefits isthe
discount rate of benefits forecast at the beginning of the year, and the rate used to calculate the yield expected on the pension
fund assetsisthe yield rate of pension fund investments forecast at the beginning of the year.

More specificaly, the Group's commitment is cal culated as the algebraic sum of the following values:

«  the present average value of pension benefits calculated considering, for the employees in service, only the years of
service already rendered and assumptions that take into account future pay increases;

«  thecurrent value of the assets of the pension fund.
Resulting actuarial gains and losses are stated in a specific valuation reserve balancing the specific asset or liability.

Asrequired by IAS 19, as amended by EC Regulation no. 1910/2005 of November 8, 2005, in the case of defined
benefit plans that spread risks between the various entities under joint control, the information reported in the Explanatory
Notes, as required by section 120 A of IAS 19, refersto the plans taken on a collective basis.

"Other funds' include provisions made to cover estimated losses on legal disputes, including revocatory actions, sums
paid in connection with the renegotiation of subsidized home mortgage loans (Law no. 133/99 and that dictated by Budget
Law 2001 and other regional laws), the estimated amounts payable in relation to customer disputes in respect of dealing
activities in securities, other sums payable in connection with legal or implicit obligations existing at the end of the financial
year, including accruals for incentive voluntary redundancy payments, other welfare and socia contributions as well as
contractual indemnities due to Private Bankers of the Group.
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Where the liability crystallizes after asignificant period of time, the Group calcul ates the amount of the provisions and
of the accruals based on the present value of the sums that will eventually be paid out in respect of such liability. The discount
rate used is gross of taxes and is such that it reflects current market valuations of the present value of currencies and the
specific risks associated with the ligbility.

If the accruals are discounted to present value, the amount of the provisionsincluded in the financial statements
increases in each financial year to reflect the passage of time. Adjustments to the funds are stated in the statement of income.

"Other funds' include provisions to set up the reserve necessary to pay out seniority bonuses to employees that become
payable at the terms set forth under company by-laws. These provisions have also been accrued on the basis of an
independent actuary by adopting the methods recommended by IAS 19 dealt with earlier. Considering the characteristics of
the Group's commitment, the “corridor' method is not applicable, therefore any actuarial gain or lossis recorded in the
financial statements regardless of its amount.

The provisions made are re-examined at each balance sheet date and adjusted to reflect the best current estimates. When
it looks unlikely that resources will be needed to produce economic benefits to meet the obligation, the accrual is reversed.

The caption “provisions for risks and charges' does not include however the writedowns owing to the deterioration of
guarantees given, the derivative contracts assimilated to the former according to international accounting standards and the
irrevocable commitments to grant finance. These writedowns are included under “other liabilities’.

Termination Indemnities

The liability relating to staff termination indemnitiesis shown in the financial statements based on its actuarial value, the
latter being the quantifiable benefit due to employees according to a defined benefit plan.

Again in this case, the present value of the Bank's commitmentsis calculated by an external expert using the Projected
Unit Credit Method, illustrated above.

The annual discount rate adopted for the calculations is assumed to be equal to the market rate at the end of the period as
regards zero coupon bonds, deemed most representative of market performance, with the average remaining life of the
liahility taken into consideration.

The recording of defined benefit plans requires an actuarial estimate of the sum total of benefits matured by employees
on the basis of service rendered over the current and previous years, and the discounting of such service, in order to determine
the current value of the Group's commitments.

The amount of termination indemnities accrued in the year and charged to the statement of income under personnel costs
is equal to the sum of the average present value of entitlements matured by current employees in the year, and the annual
interest accrued on the present value of the Bank's commitments at the beginning of the year, calculated using the discount
rate applied to expected future payments to estimate the liability at the end of the previous financial year.

Resulting actuarial gains or losses are stated in a special reserve balancing the reduction or addition to the balance sheet
liahility recorded.

Section 13—Debts and Securities | ssued

Loans to banks and loans to customersinclude all technical forms of funding granted to the aforesaid counterparts
including operating debts and finance |lease liabilities.
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Securities issued, both listed and unlisted, including investment certificates and certificates of deposits, are shown in the
financial statements net of any repurchased portions.

Debts and securities issued are shown in the financial statements at fair value amended, where necessary, for any charges
and income that are directly attributable to these liabilities. Fair value usually coincides with the proceeds received or the
issue price of the securities.

Debts and securities issued, except for repayable on demand and short-term customer deposits, are valued at amortized
cost using the effective interest rate method.

Deposits valued at amortized cost include sums collected by the Group's insurance companies in respect of policies
issued that are mainly financial products for investments where the risk is not entirely borne by the underwriter.

The difference between the cost incurred to repurchase the securities issued and their respective book value is recorded
in the statement of income. The sale of any repurchased securitiesis, from the point of view of the accounting procedures,
like a new placing and therefore gives rise to a change in the average book value of the related liabilities.

Section 14—Financial LiabilitiesHeld for Trading

Financial liabilities held for trading include the negative results of the valuations of dealing derivatives, and "technical
losses" on securities.

Section 15—Financial Liabilities Designated as at Fair Value

The Group exercised the fair value option for liabilities, designating insurance policies (with predominantly financial
characteristics and investments under which total risk is borne by the insured parties) and certain issues of structured
securities with characteristics similar to the former. Investments relating to such forms of deposits were also designated at fair
value, thereby eliminating or considerably reducing "accounting biases" that would otherwise arise from measuring assets and
liabilities on different bases. The effects of initial recognition of liabilities at fair value on the balance sheet are recorded in
the statement of income.

Bondsissued by subsidiaries whose return is correlated to the performance of investment fund portfolios are also
designated at fair value and recorded as balance sheet assets. The adoption of the fair value option for this category of
structured financial instruments enables their recording in the financial statements on a basis that reflects the natural hedging
approach taken through their structuring.

These liabilities are recorded at fair value as at the date of issue through the application of the fair value option, and
include the value of any embedded derivatives, net of placement fees paid. The difference between the amounts collected
upon issue, net of placement fees, and the fair value of the bonds as at the date of issue is recorded in the statement of income
on an accrual basis over the bond life term.

Section 16—Foreign Currency Transactions

Foreign currency transactions are recorded in euros, that represent the Group's functional currency, applying the
exchange rate applicable as at the date of the transaction.

In general terms, assets, liabilities and the components of net equity related to currency transactions that differ from
those arising from costs and income in the period are converted using the exchange rate at the date of closure, while costs and
income for the year are converted using the exchange rate at the date of transaction, or by using an averagerateif the
exchange fluctuations for period used as reference to establish the average are not significant. All the differences arising from
the above-mentioned conversions are recorded in net equity. In the case of net investment in aforeign
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unit, the exchange difference, initially recorded in net equity, islater moved to the statement of income when and if the
investment is ceded.

Monetary items are translated at the exchange rate applicable as at the end of the period. Non-monetary items that are
not hedged against the exchange rate risk and which are not measured at fair value are trandlated at the rate applicable as at
the date when they are first included in the financial statements.

Exchange differences arising on the settlement of monetary and non-monetary items are recorded in the statement of
income.

The exchange differences arising on the translation of monetary items using rates that differ from those applied when the
transaction was initially recorded or those applicable as at end of the previous are recorded in the statement of income.

The exchange differences arising on the translation of non-monetary items at rates that differ from those used when the
transaction was originally booked in the records, if applicable based on the above-mentioned principle, are recorded in the
financial statements asfollows:

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

«  otherwise, either in the statement of income or in the balance sheet under shareholders' equity if the non-monetary
items are valued at fair value, based on the principles for recording the related changesin fair value in the financial
statements.

Section 17—I nsurance Assets and Liabilities
Insurance Products

Products for which insurance risk is deemed significant include, among other things, temporary first branch death
policies and income and mixed policies with guaranteed fixed conversion rates at the time of issue, and certain types of
unit-linked policies and damage cover. As regards these products, |AS/IFRS substantially confirm the national accounting
standards (GAAP) concerning insurance. In brief, IFRS 4 sets forth:

e grosspremiums are to be recorded in the statement of income under income; they include all amounts matured
during the financial year as aresult of insurance contracts signed, net of cancellations; likewise, al premiums ceded
to reinsurers are recorded under current year costs;

« if gross premiums are collected and recorded under income, the corresponding commitment towards the insured is
accrued in technical reserves, such amount being calculated on a contract-by-contract basis using the prospective
method taking into account demographic/ financial assumptions currently used by the market;

« theinsurance products entered under separate management are valued by applying so-called "shadow accounting,”
whereby the differences between the book value and the market value of securities classified as available-for-sale
investments are allocated to technical reserves as regards the insured parties portion and to net equity as regards the
insurance companies' portion. If, on the other hand, the securities are recorded at fair value in the statement of
income, the difference between the book value and the market value is recorded in the statement of income giving
riseto a change in technical reserves equal to the amount of the insured parties portion;

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

« liabilitiesrelated to DPF products are given as a whole with no distinction between the guaranteed and discretional
components.
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Financial Products Included Under Separate Management

Financial products included under separate management despite their not being subject to significant insurance risk, and
which therefore contain discretionary profit sharing features, include the majority of life policies and mixed first branch
policies, aswell asfifth branch capitalization policies. These are accounted for according to the principles set forth in IFRS 4,
in brief:

»  theproducts are shown in the financial statements according to principlesthat are very similar to the principles that
arelocally in force on the subject, any premiums, payments and changes in technical reserves being recorded in the
statement of income;

«  the Group deemsthe discretional participation in profits (DPF) is equal to the quotas for contractual reconveyance
guaranteed in policies for insured parties,

« liabilitiesrelated to DPF products are given as awhole with no distinction between the guaranteed and discretional
components,

«  the products are evaluated using shadow accounting.
Financial Products Not Included Under Separate Management

Financial products that are not subject to significant insurance risk and are not included under separate management, and
which therefore do not contain discretionary profit sharing features, are mostly represented by index-linked policies and some
of the unit-linked ones, as well as those specific asset policies that are not included under separate management. These
products are accounted for according to the principles set forth in IAS 39, as summarized below:

»  theproducts are shown in the financial statements as financial liabilities and are measured at fair value, on the basis
of the option provided or at amortized cost. In particular, the portion of index- and unit-linked policies that are
considered investment contracts are measured at fair value, whereas the specific asset products not included under
separate management are valued at amortized cost;

« thestatement of income does not reflect the premiums, payments and change in reserve concerning these products,
but only the income items represented by the charges and commissions payable, and the cost items represented by
the provisions and other charges. More specifically, the international accounting standards, contained in IAS 39 and
18, provide that income and costs relating to the productsin question be identified and classified under two
headings: (i) origination, to be recorded in the statement of income at the time the product is issued and
(i) investment and management services, to be amortized over the life of the product which depends on how the
service is provided. In addition, as regards specific asset products not included under separate management, income
and cost items are included in the cal culation of the amount to be amortized;

» theinsurance component included in the index- and unit-linked products, where it can be unbundled, is
independently valued and recorded.
Section 18—Other Information
Reserves

Thisitem, reporting profit reserves, also includes the consolidation differences from the companies consolidated in
shareholders’ equity.

Valuation Reserves

Valuation reserves include reserves arising from the valuation of available-for-sale investments, net of "shadow
accounting" of insurance liabilities, net derivative contracts used as cash flow hedges and
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the revaluation reserves set up pursuant to special laws in past financial years that have not been allocated to other items
making up Group shareholders equity. Furthermore, the caption also includes revaluations of tangible assets made when the
IAS/IFRS were first applied, as aresult of the "deemed cost" evaluation of tangible assets.

Own Shares

Own shares purchased are shown in the financial statements at cost under a specific caption, with aminus sign, as part of
the Group shareholders' equity and as aresult they are not valued.

In the event that they are sold on the market, any difference between the purchase cost and the selling priceis recorded
under shareholders equity.

Accruals, Prepayments and Deferrals

Accruals, prepayments and deferrals for the year which include income and charges for the period, matured on assets
and liabilities, are shown in the financia statements as an increase or decrease of the assets and liabilities they relate to.

Stock Option Plans

As regards the stock option plansin favor of employees and private bankers of the Group approved, starting from
November 2002 and December 2002 respectively, the Group applies the accounting treatment set out in IFRS 2 which deals
with share-based payments.

According to this accounting method, the options granted are valued at the fair value prevailing at the grant date, which
coincides with the date the plan is approved by the competent bodies. Such fair value is included in the statement of income
under a specific caption, being allocated over the period that the rights assigned mature, the other side of the entry being in a
caption included under shareholders' equity which is not available for distribution.

Thefair value of the optionsis calculated on the basis of a valuation model that takes into account not only the exercise
price but also the volatility of the stock price of the options, the expected dividend yield and the risk-free interest rate at grant
date.

In the event that the options are not exercised owing to the non-occurrence of certain conditions, not dependent on
market trends, the cumulative cost included in the financial statementsin respect of the stock option plansis reversed in the
statement of income, the corresponding entry being in shareholders equity under a specific reserve not available for
distribution.

If the stock options are exercised, the cumulative cost stated in the specific reserve of shareholders equity is charged as
an addition to share premiums.

Failure to exercise the stock option rights due to market conditions does not give rise to areversal of the cumulative cost,
but the equity amount recorded as the corresponding entry to personnel costsin the period over which the plan matures
becomes available for distribution.

Revenue and Cost Recognition

Revenue arising from the sale of goods or rendering of servicesisincluded in the financial statements using the fair
value of the sale proceeds received, as long as the following conditions are met:

«  the Group hastransferred to the purchaser all the risks and rewards of the ownership of the goods;
» thevalue of sale proceeds can be reliably assessed;

e itislikely that economic benefits will accrue to the Group.
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Commissions receivable and other income for services rendered are included in the financial statementsin the period in
which the services are actually provided.

In particular, revenue arising from the sale of insurance policies where the risk is borne by the insured parties are
included on the basis of the duration of the contract. The costs relating to the purchase of these contracts are accounted for in
the statement of income in the same period as the related revenue is recorded.

Interest is recorded in the financial statements on an accrual basis. In particular:

* interest is accounted for on an accrual basis which takes into account the effective interest earned;
e default or late payment interests are accounted for at the time they are received;

e dividends are recorded when the right to receive the payment matures and therefore at the time when the
distribution is resolved upon.

Asregards the trading activity in financial instruments, the difference between the fair value of the instruments and the
amount paid or received is recorded in the statement of income where the fair value can be reliably assessed, avaluation
model based on market parameters is used, and prices applied to recent transactions in the same market where the instrument
is traded can be verified. Failing these conditions, the estimated difference is recorded in the statement of income on a
straight-line basis over the duration of the transactions.

Revenue and costs are recorded in the statement of income for the periods to which they relate. If the above matching
can only be done generally or indirectly, then the costs are allocated to more than one accounting period according to rational
procedures and on a systematic basis. Those costs that cannot be matched with the related revenues are immediately charged
to the statement of income.

Finally, insurance charges from insurance business are stated on the basis of their nature, and recorded in the relevant
statement items.

PART A.3FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value isthe value at which assets may be dealt, or liabilities extinguished, in afree trade between parties with equal
contractual power.

The fair value of financial instruments listed on active markets coincides with the active market price. As concerns the
identification of the active market, the Group uses specific rules and procedures to fix the price and verify the reliability of
the shares bought.

The market price, considered representative of fair value, for assets owned by the Bank is taken at the bid price, whilst
for assets to be acquired, the market price istaken at the asking price. If the bid and asking prices are not available, current
fair valueis evaluated at the price of the last transaction made. Where financial assets and liabilities are matched in terms of
market risk, reference is made to average market pricesin order to establish their fair value.

Financial assets with more than one listing price on distinct active markets are designated at the price the Bank deems
most favorable.

If no market price exists for afinancia instrument in its entirety, but only for its components, the fair value is calcul ated
on the basis of the relevant market prices of the components.

For a considerable portion of the assets and liabilities held or issued by SAN PAOLO IMI, market prices are not
available. In these cases, appropriate measurement techniques were employed which involved the net present value of future
cash flows, using parameters based on the market conditions prevailing at the date of the financia statements.
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Since the measurement results may be significantly influenced by the assumptions made, mainly as concerns the timing
of future cash flows, the discount rates used, and the credit risk estimate methods employed, the fair value estimated would
not necessarily be realized if the financial instruments were sold immediately.

In determining the fair value of the financial instruments reported in the tables of the Explanatory Notes—Part B, where
required by Bank of Italy Circular no. 262 of December 22, 2005, the following methods and key assumptions were used:

«  for debt securities owned by the Bank, independently of the classifications provided by IAS 39, the Group adopted a
specific procedure for the determination of the situations constituting an active market based on an analysis of the
trading volumes, the price range and the number of shares on the market. In the event that no active market was
found to exist, comparables were identified with the same financial characteristics of the instrument or, as afinal
resort, cash flows where then discounted including all factors that could influence the value of the instrument (e.g.
credit risk, volatility and illiquidity)

« forfinancial assets and liabilities with a residual term equal to or less than 18 months, fair value was reasonably
assumed to equal carrying value;

e for loans and deposits on demand (funding), the maturity date of contractual obligations was assumed to be
immediate and to coincide with the date of the financial statements; hence fair value was taken at the carrying
value;

e for medium-/long-termloans to customers, fair value was measured using internally defined measurement
techniques involving the time discounting of residual contractual flows at current interest rates, adjusted to take into
account the credit rating of each individual borrower (or the probability of default resulting from the rating) and
loss given default;

e forimpaired assets, fair value was taken at book value;

«  for mediunv-long-term liabilities, consisting of unsecured securities or deposits, fair value was measured by time
discounting contractual flows at rates which the Bank, at the time of measurement, could reasonably apply on the
market of reference at the date of the financial statements for similar deposits; in the case of Tier 1 subordinated
loans, account was taken of the near impossibility of anticipated repurchase/reimbursement and the existence of
eventual clauses/optionsin favor of the issuer;

«  for medium-long term liabilities and fixed rate, structured securitiesissued, singly hedged for variationsin fair
value, fair value was taken at the book value already adjusted for the effects of hedging, on the assumption that
there had been no significant deviations in the credit spread of the issuer since origination and that there were no
other particular or significant risk elements with a possible impact on fair value.

Finally, it should be noted that the parameters assumed and models used may differ from one financial institution to
another; hence where different assumptions are used, the results may significantly differ. It should further be noted that
IAS/IFRS exclude certain financial instruments (e.g. deposits on demand) and non-financial instruments (e.g. goodwill,
tangible assets, equity investments, etc.) from the fair value option, and therefore overall fair value cannot be taken as an
estimate of the economic value of the Group.
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PART B—INFORMATION ON THE CONSOLIDATED BALANCE SHEET
ASSETS
SECTION 1—CASH AND CASH EQUIVALENTS—CAPTION 10

1.1 Cash and cash equivalents: break-down

12/31/2005  12/31/2004(*)

(€/mil)
a) Cash 1,007 1,045
b) Demand deposits at central banks 100 302
Total 1,107 1,347

(*) Doesnot include 18 million euro included in the caption "Insurance business assets' (L/Asy/13).
SECTION 2—FINANCIAL ASSETSHELD FOR TRADING—CAPTION 20

2.1 Financial assets held for trading: break-down by type

12/31/2005
Caption/Value Listed Unlisted
(€/mil)

A. Non-derivativesfinancial assets

1. Debt securities 9,915 1,121

2. Equity instruments 447 7

3. Investment fund units 2,767 430

4. Financing — —

5. Impaired assets 5 —

6. Assets sold and not cancelled 1,550 —
Total A 14,684 1,558
B. Derivativeinstruments

1. Financial derivatives 427 8,346

2. Credit derivatives — 22
Total B 427 8,368
Total (A+B) 15,111 9,926

Financial assets held for trading include mainly the portfolios held by Banca IMI for trading on financial markets. The
amount of financia assets held for trading relating to the insurance sector is 278 million euro.

F-36




2.2 Financial assetsheld for trading: break-down by debtor/issuer

Caption/Value 12/31/2005
(€/mil)
A. Non derivativesfinancial assets
1. Debt securities 11,036
a) Governments and central banks 8,443
b) Other public entities 190
c) Banks 1,872
d) Other issuers 531
2. Equity instruments 454
a) Banks 7
b) Other issuers 447
—insurance companies —
—financial ingtitutions 20
—non-financial companies 393
—other 34
3. Investment fund units 3,197
4. Loans —
a) Governments and central banks —
b) Other public entities —
¢) Banks —
d) Other entities —
5. Impaired assets 5
a) Governments and central banks 5
b) Other public entities —
¢) Banks —
d) Other entities —
6. Assets sold and not cancelled 1,550
a) Governments and central banks 1,550
b) Other public entities —
¢) Banks —
d) Other issuers —
Total A 16,242
B. Derivative instruments
a) Banks 7,674
b) Customers 1,121
Total B 8,795
Total (A +B) 25,037

The OICR quotas in the portfolio are predominantly made up of bond funds.
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2.3 Financial assets held for trading: derivative instruments held for trading

Interest  Currencies Total
Type of derivative/Underlying asset rates and gold Equities Loans Other 12/31/2005
(€/mil)
A. Listed derivatives
1) Financia derivatives: 3 — 424 —_  — 427
with underlying asset exchange 3 — 14 —_  — 17
—purchased options — — 2 —_  — 2
—other derivatives 3 — 12 —_- - 15
without underlying asset exchange — — 410 —_  — 410
—purchased options — — 410 —_  — 410
—other derivatives — — — —_ - —
2) Credit derivatives: — — — —_  — —
with underlying asset exchange — — — —_  — —
without underlying asset exchange — — — —_  — —
Total A 3 — 424 —_ - 427
B. Unlisted derivatives
1) Financia derivatives: 6,967 556 768 — 55 8,346
with underlying asset exchange — 515 11 —_  — 526
—purchased options — 306 9 —_  — 315
—other derivatives — 209 2 —_- - 211
without underlying asset exchange 6,967 41 757 — 55 7,820
—purchased options 765 20 741 — 25 1,551
—other derivatives 6,202 21 16 — 30 6,269
2) Credit derivatives: 15 2 — 5 — 22
with underlying asset exchange 15 2 — —_  — 17
without underlying asset exchange — — — 5 — 5
Total B 6,982 558 768 5 55 8,368
Total (A +B) 6,985 558 1,192 5 55 8,795

Details on the technical form of derivative contracts can be found in the summary in Section 17—"Other information” in
this part of the Explanatory Notes.

SECTION 3—FINANCIAL ASSETSDESIGNATED ASAT FAIR VALUE—CAPTION 30

3.1 Financial assets designated as at fair value: break-down by type

12/31/2005
Caption/Value Listed Unlisted
(€/mil)
1. Debt securities 13,737 1,110
2. Equity instruments 3,411 —
3. Investments fund units — 4,266
4. Loans — 4
5. Impaired assets — —
6. Assets sold and not cancelled — —
Total 17,148 5,380
Cost 15,729 5,376
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Assets valued at fair value essentially include assets in which money collected through insurance policies where the total
risk isretained by the insured (so-called Class D) was invested. The amount of assets evaluated at fair value which relates to
the insurance business is 21,832 million euro.

The remainder essentially refers to debt securities with incorporated derivatives or subject to hedging in the portfolio of
the Parent Bark, classified in this category as "assets’, in line with IASB.

3.2 Financial assets designated as at fair value: break-down by debtor/issuer

Caption/Value 12/31/2005
(€/mil)

1. Debt securities 14,847
a) Governments and central banks 7,351

b)  Other public entities 62

c) Banks 3,584

d) Otherissuers 3,850

2. Equity instruments 3,411
a) Banks 479

b) Other issuers: 2,932
—insurance companies 152
—financial institutions 222
—non-financial companies 2,557

—other 1

3. Investment fund units 4,266
4. Loans 4

a) Governments and central banks —
b) Other public entities —
c) Banks —
d) Other entities 4
5. Impaired assets —
a) Governments and central banks —
b)  Other public entities —
c) Banks —
d) Other entities —
6. Assetssold and not cancelled —
a) Governments and central banks —
b)  Other public entities —
c) Banks —
d) Other entities —
Total 22,528
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SECTION 4—AVAILABLE-FOR-SALE FINANCIAL ASSETS—CAPTION 40

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

12/31/2005
Caption/Value Listed Unlisted
(€/mil)
1. Debt securities 20,673 4,585
2. Equity instruments 2,847 1,261
3.  Investment fund units 296 89
4. Loans — 14
5.  Impaired assets — —
6. Assetssold and not cancelled 32 40
Total 23,848 5,989

The amount of available-for-sale assets relating to the insurance sector is 19,057 million euro.

The available-for-sale assets include the share held by the Group in Santander Central Hispano of 1,524 million euro.

Certain unlisted equities, for 215 million euro (of which 185 million euro attributable to investments in the Bank of
Italy), the fair value of which cannot be reliably established or verified, also taking into account the importance of the range
of values obtainable from the valuation models generally adopted by the market, are stated in the financial statements at cost,

as adjusted for any impairment losses verified.
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4.2 Available-for-sale financial assets: break-down by debtor/issuer

Caption/Value 12/31/2005
(€/mil)

1. Debt securities 25,258
a) Governments and central banks 18,272

b)  Other public entities 3,897

c) Banks 1,245

d) Otherissuers 1,844

2. Equity instruments 4,108
a Banks 2,075

b) Other issuers: 2,033
—insurance companies 41
—financial ingtitutions 288
—non-financial companies 690

—other 1,014

3. Investment fund units 385
4. Loans 14

a) Governments and central banks —
b)  Other public entities —
c) Banks 10
d) Other entities 4
5. Impaired assets —
a) Governments and central banks —
b)  Other public entities —

c) Banks —
d) Other entities —
6. Assetssold and not cancelled 72
a) Governments and central banks 32
b)  Other public entities —
c) Banks —
d) Other entities 40
Total 29,837

4.3 Available-for-sale financial assets: hedged assets

12/31/2005
Fair Cash
value flows
(€/mil)

1. Debt securities 3,702 414
2. Equity instruments 4 —
3. Investment fund units — —
4. Loans — —
5. Portfolio — —
Total 3,706 414

4.4 Available-for-salefinancial assets: assets subject to specific hedging

Only about 15% of the Group's available-for-sale financia assets portfolio is subject to hedging. Hedging islargely
carried out in fair value hedge transactions and only residually through specific cash flow hedge transactions.
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SECTION 5—INVESTMENTSHELD TO MATURITY—CAPTION 50

5.1 Held-to-maturity investments. break-down by type

12/31/2005
Book Fair
Type of transaction/Value value value
(€/mil)
1 Debt securities 764 764
2. Loans — —
3. Impaired assets — —
4, Assets sold and not cancelled 1,771 1,769
Total 2,535 2,533

Held-to-maturity investments which relate to the Parent Bank amount to 2,312 million euro. Most of the contribution by
other companies comes from Banka Koper D.D. (196 million euro). At December 31, 2005 the insurance area portfolio did
not include investments held to maturity.

5.2 Held-to-maturity investments. break-down by debtor/issuer

Caption/Value 12/31/2005
(€/mil)
1. Debt securities 764
a) Governments and central banks 548
b)  Other public entities 21
c) Banks —
d) Otherissuers 195
2. Loans —

a) Governments and central banks —
b) Other public entities —
c) Banks —
d) Other entities —
3. Impaired assets —
a) Governments and central banks —
b)  Other public entities —

c) Banks —
d) Other entities —
4. Assetssold and not cancelled 1,771
a) Governments and central banks 1,771
b)  Other public entities —
c) Banks —
d) Other entities —
Total 2,535

5.3 Held-to-maturity investments: hedged
At December 31, 2005 the SANPAOLO IMI Group had no hedged investments held to maturity.
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SECTION 6—LOANSTO BANKS—CAPTION 60

6.1 Loanstobanks: break-down by type

Type of transaction/Value 12/31/2005
(€/mil)

A. Dueto Central Banks 345
1. Tied deposits 65
2. Compulsory reserve 196
3.  Repurchase agreements 49
4., Other 35

B. Duetobanks 28,491
1. Current accounts and sight deposits 2,839
2. Tied deposits 10,670
3. Other financing 13,984
4.  Debt securities 998
5. Impaired assets —
6. Assetssold and not cancelled —

Total (book value) 28,836

Total (fair value) 28,814

6.2 Loansto banks: assets subject to specific hedging

Type of transaction/Value 12/31/2005
(€/mil)

1. Loanssubject to fair value hedging 106

2. Loanssubject to cash flow hedging —

Total 106

6.3 Financial leases
At December 31, 2005 the Group did not have significant financial leasing operationsin place with banks.
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SECTION 7—LOANSTO CUSTOMERS—CAPTION 70

Loans to customers include 595 million euro of loans to Societa per lagestione di attivita S.p.A. (Sga), of which
545 million euro (814 million euro at December 31, 2004) was granted under Law 588/96. Furthermore, in accordance with
the international accounting standards, |oans to customers include also loans for performing leasing contracts assigned in the
last quarter of 2004, by Sanpaolo Leasint within the context of the Split2 securitization transaction (assets sold and not
cancelled).

Details about credit quality and the degree of risk of the loan portfolio can be found in Part E of these Notes.

7.1 Loansto customers: break-down by type

Type of transaction/Value 12/31/2005
(€/mil)

1. Current accounts 16,245
2. Repurchase agreements 2,302
3. Mortgage loans 73,706
4. Credit cards, personal loans, loans on salary 4,747
5. Financial leases 4,932
6. Factoring 1,449
7. Other transactions 30,825
8. Debt securities 312
9. Impaired assets 3,310
10. Assets sold and not cancelled(*) 1,679
Total (book value) 139,507
Total (fair value) 141,237

(*) Including four million euro of impaired assets.

In the above table, "Other transactions' mainly include prepayments and other subsidies not in current accounts, loans to
inland revenue and public bodies for the collection company and import-export financing, as well as the mentioned loansto
the Sga.




7.2 Loansto customers: break-down by debtor/issuer

Type of transaction/Value 12/31/2005
(€/mil)
1. Debt securities: 312

a Governments —
b)  Other public entities —

c) Otherissuers 312
—non-financial companies 5
—financial companies 307
—insurance companies —
—other —

2. Loansto: 134,206

a Governments 2,852

b)  Other public entities 10,696

c) Other entities 120,658
—non-financial companies 76,906
—financial companies 11,821
—insurance companies 690
—other 31,241

3. Impaired assets: 3,310

a Governments —

b)  Other public entities 9

c) Other entities 3,301
—non-financial companies 2,443
—financial companies 32
—insurance companies —
—other 826

4. Assetssold and not cancelled: 1,679

a Governments —

b)  Other public entities —

c) Other entities 1,679
—non-financial companies 1,679
—financial companies —
—insurance companies —

—other —

Total 139,507

7.3 Loansto customers: assets subject to specific hedging

Type of transaction/Value 12/31/2005
(€/mil)

1. Loans subject to fair value hedging 19,733

2. Loans subject to cash flow hedging 93

Total 19,826

Loans subject to fair value hedging are indicated at cost modified for the fair value of the hedging risk. In the case of
partial hedging, of part of the amount or of part of the duration, the entire amount of the loan isindicated, including the part
not subject to hedging, modified for the fair value of the hedging risk. Loans subject to financial flow hedging are indicated at
the amortised cost.
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7.4 Financial leases

Reconciliation between the total value of minimum contractual payments and their present value

12/31/2005
(€/mil)
Minimum contractual payments 6,904
Present value of minimum contractual payments as at 12/31/2005 6,078
Time frame between reconciliation amounts
Within 1 1-5 Beyond 5
year years years Total
(€/mil)

Present value of minimum contractual payments as
at 12/31/2005 1433 3,157 1,488 6,078

The Group operates in the sector of financia leasing to customers mainly through Sanpaolo Leasint, the specialized
company. Itsloan portfolio for financial leasing is made up of 46,879 contracts, 67% of which for property letting, 26% for
instrumental goods and 5% for automobiles; the remainder refers to the naval-aviation sector. The five most important
contracts together show a guaranteed residual value on net investment of around 104 million and differed financial profits of
21 million; there are no potential rents for accounting asincomein the year. As of December 31, 2005, the above positions
showed no deterioration in minimum uncollected leasing payments nor non-guaranteed residual values.

Besides the above-mentioned company, financial leasing contracts may also be issued by Neos Finance, in the context of
consumer credit, and Banca OPI in the area of public sector financing.
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SECTION 8—HEDGING DERIVATIVES—CAPTION 80

8.1 Hedging derivatives: break-down by type of contract and underlying asset

Interest  Currencies Total
Type of derivative/Underlying asset rates and gold Equities Loans Other 12/31/2005

(€/mil)

A. Listed derivatives
1) Financid derivatives: — — — - —
with underlying asset exchange — — — - —
—purchased options — — — - —
—other derivatives — — — - —
without underlying asset exchange — — — - —
—purchased options — — — - —
—other derivatives — — — - —
2) Credit derivatives: — — — - _
with underlying asset exchange — — — - —
without underlying asset exchange — — — - —
Total A — — — - —
B. Unlisted derivatives
1) Financid derivatives: 430 5
with underlying asset exchange — 5 — —  — 5
—purchased options — —
—other derivatives — 5
without underlying asset exchange 430 —
—purchased options — — — - —
—other derivatives 430 — — - — 430
2)  Credit derivatives: — — — - _
with underlying asset exchange — — — - —
without underlying asset exchange — — — - —
Total B 430 5 — — - 435
Total (A +B) 430 5 — - 435

For details of the technical form of derivative contracts, see the summary in Section 17—"Other information" in this part
of the Explanatory Notes.

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

The hedging derivatives recognized at caption 80 of the assets represent valuation to the market of specific fair value
hedge operations against the banking book. Further information about the Group's risk hedging policies can be found in
Part E of these Notes.

SECTION 9—VALUE ADJUSTMENT OF FINANCIAL ASSETS SUBJECT TO MACROHEDGING—CAPTION
90

At December 31, 2005 the Group had no assets subject to macrohedging.
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SECTION 10—SCOPE OF CONSOLIDATION AND EQUITY INVESTMENTS—CAPTION 100

companies subject to significant influence.

Company name

Registered
offices

Type of
relationship(1)

Ownership

Held by

%

Listed below are entitiesincluded in line by line consolidation of investmentsin jointly-controlled companies and in

Voting rights
at ordinary
shareholders
meeting % (2)

Book

value Remarks

Entitiesincluded in the
consolidation using the
line by line method
SANPAOLO IMI Sp.A.
(Parent Bank)

1

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Assicurazioni
Internazionali di
PrevidenzaS.p.A.
(A.LLP)

Banca Comerciaa
Sanpaolo IMI
Bank Romania
SA.

Banca Fideuram
Sp.A.

Banca
d'Intermediazione
Mobiliare IMI
S.p.A. (BancalMlI)
Banca M|
Securities Corp.
BancaOPI Sp.A.
Banca Popolare
dell'Adriatico
SpA.

Banka Koper d.d.
Banque Privée
Fideuram Wargny
SA.

Cassa di
Risparmio di
Padova e Rovigo
Sp.A.

Cassadi
Risparmio di
VeneziaSp.A.
Cassadi
Risparmioin
Bologna S.p.A.
Egida Compagnia
di Assicurazioni e
Riassi curazioni
SpA.

Eolo Investments
B.V.

Farbanca S.p.A.
Fideuram Asset
Management
(Ireland) Ltd
Fideuram
Assicurazioni
SpA.

Fideuram Bank
SA.

Fideuram Bank
(Suisse) A,G.
Fideuram
FiduciariaS.p.A.
Fideuram Fund
Bond Global
Emerging Markets
Fideuram Fund
Bond Global High
Yield

Fideuram Fund
Equity Europe
Fideuram Fund
Eaquitv Global

Turin

Turin

Romania

Rome

Milan
United States

Rome

Teramo
Slovenia

France

Padua

Venice

Bologna

Turin

Netherlands

Bologna

Ireland

Rome

Luxembourg

Switzerland

Rome

Luxembourg

Luxembourg

Luxembourg

[

New Step
Sanpaolo IMI
Internazionale

New Step

Sanpaolo IMI

IMI Capital Market
USA

Sanpaolo IMI

Sanpaolo IMI
Sanpaolo IMI

Financiere Fideuram

Sanpaolo IMI

Sanpaolo IMI

Sanpaolo IMI

A.lP.

A.lP.

Sanpaolo IMI

Banca Fideuram

A.lP.

Banca Fideuram
A.l.P.

Fideuram Bank

Banca Fideuram

99.96

98.65

73.37

100.00
100.00
100.00

100.00
63.93

99.91

100.00

100.00

100.00

50.00

100.00

22.69

100.00

100.00

99.99
0.01

(€/mil)

99.96 XXX (A)

98.65 XXX (B)
7343 XXX A)

100.00
100.00

XXX
XXX

100.00 XXX

100.00
32.99

XXX
XXX ©)

99.91 XXX (D)

100.00 XXX

100.00 XXX

100.00 XXX

50.00 XXX (E)
— XXX )

2269 XXX ©G)

100.00 XXX

100.00 XXX

99.99 XXX
0.01 XXX

100.00

99.95

100.00

59.68

58.17

94.67

100.00
99.95 XXX

100.00 XXX
— XXX )

— XXX )

— XXX )



27

28

Fideuram Fund
Equity Pecific Ex
Japan

Fideuram Fund
Equity Usa

Luxembourg

Luxembourg

8 AlP

8 AlP
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29

30

31

32

35

36

37

38

39

40

41

42

45

46

47

48

49

50

51

52

55

56

57

58

Fideuram Fund
Euro Bond Long
Risk

Fideuram Fund
Euro Bond Low
Risk

Fideuram Fund
Euro Bond
Medium Risk
Fideuram Fund
Euro Corporate
Bond

Fideuram Fund
Euro Short Term
Fideuram Fund
Europe Listed
Consumer
Discretionary
Equity

Fideuram Fund
Europe Listed
Consumer Staples
Equity

Fideuram Fund
Europe Listed
Financials Equity
Fideuram Fund
Europe Listed T.T.
Equity

Fideuram Fund
UsalListed
Consumer
Discretionary
Equity

Fideuram Fund
Usalisted
Consumer Staples
Equity

Fideuram Fund
UsalListed
Financials Equity
Fideuram Fund
Usalisted T.T.
Equity

Fideuram Fund
Zero Coupon 2006
Fideuram Fund
Zero Coupon 2007
Fideuram Fund
Zero Coupon 2008
Fideuram Fund
Zero Coupon 2009
Fideuram Fund
Zero Coupon 2010
Fideuram Fund
Zero Coupon 2011
Fideuram Fund
Zero Coupon 2012
Fideuram Fund
Zero Coupon 2013
Fideuram Fund
Zero Coupon 2014
Fideuram Fund
Zero Coupon 2015
Fideuram Fund
Zero Coupon 2016
Fideuram Fund
Zero Coupon 2017
Fideuram Fund
Zero Coupon 2018
Fideuram Fund
Zero Coupon 2019
Fideuram Fund
Zero Coupon 2020
Fideuram Fund
Zero Coupon 2021
Fideuram Fund
Zero Coupon 2022

Luxembourg

Luxembourg

Luxembourg

Luxembourg

Luxembourg

Luxembourg

Luxembourg

Luxembourg

Luxembourg

Luxembourg

Luxembourg

Luxembourg

Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg

Luxembourg

F-49

59.43

61.98

50.11

62.52

53.64

55.10

60.07

52.56

57.33

55.47

51.81

51.94

56.51

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX



59

60

61

62

65

66

67

68

69

70

71

72

73

74

75

76

7
78

79
80

81

82
83

85

86

87

88

Fideuram Fund
Zero Coupon 2023
Fideuram Fund
Zero Coupon 2024
Fideuram Fund
Zero Coupon 2025
Fideuram Fund
Zero Coupon 2026
Fideuram Fund
Zero Coupon 2027
Fideuram Fund
Zero Coupon 2028
Fideuram Fund
Zero Coupon 2029
Fideuram Fund
Zero Coupon 2030
Fideuram Fund
Zero Coupon 2031
Fideuram Fund
Zero Coupon 2032
Fideuram Fund
Zero Coupon 2033
Fideuram Fund
Zero Coupon 2034
Fideuram Fund
Zero Coupon 2035
Fideuram Gestions
SA.

Fideuram
Investimenti
S.G.R.SpA.
Fideuram Wargny
Active Broker SA.
Fideuram Wargny
Gestion SA.
Fideuram Wargny
Gestion SA.M.
FIN. OPI Sp.A.
Financiére
Fideuram SA.
Fondo Caravaggio
Fondo Doppia
Opportunita
FriulcassaS.p.A.
GEST LineSp.A.
|E Befektetes
Alapkezelo Rt. (ex
Europool
Befektetesi
Alapkezelo Rt.)
IE-New York
Broker Rt

IMI Capital
Markets USA
Corp.

IMI Finance
Luxembourg S.A.
IMI Investimenti
SpA.

IMI Investments
SA.

Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Luxembourg

Luxembourg

Rome

France

France
Monaco

Turin

France
Luxembourg

Luxembourg
Gorizia
Naples
Hungary

Hungary

United States
Luxembourg
Turin

Luxembourg

[ee]

N =)

Banca Fideuram
A.l.P.

Banca Fideuram
Banque Privée
Fideuram Wargny
Banque Privée
Fideuram Wargny
Banque Privée
Fideuram Wargny
Banca OPI

Banca Fideuram
Sanpaolo Life

Sanpaolo Life
Sanpaolo IMI

Sanpaolo IMI
Inter-Europa Bank

Inter-Europa Bank

IMI Investments
IMI Investments
Sanpaolo IMI

BancalMI
BancalMI Securities
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100.00 —
100.00 —
100.00 —
100.00 —
100.00 —
100.00 —
100.00 —
100.00 —
100.00 —
100.00 —
100.00 —
100.00 —
100.00 —
99.94 99.94
0.06 0.06
100.00 100.00
99.50 99.50
100.00 100.00
99.97 99.97
99.95 99.95
100.00 100.00
99.98 99.98
100.00 —
100.00 —
100.00 100.00
100.00 100.00
100.00 100.00
100.00 100.00
100.00 100.00
100.00 100.00
100.00 100.00
99.99 99.99
0.01 0.01
100.00 100.00

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX
XXX

XXX

XXX

XXX

XXX

XXX

XXX
XXX

XXX
XXX

XXX
XXX

XXX

XXX

XXX

XXX

XXX
XXX

(D)(H)
(0]

)

(%)
)




89

91

92

93

94

95

96

97

98

99

100

101

102

103

104

105

106

107

108

109

110

111

Inter-Europa Bank
Rt

Inter-Europa
Beruhazo Kft
Inter-Europa
Consulting Kft

Inter-Europa
Ertekesites Kft
Inter-Europa
Fejlesztes Kft
Inter-Europa
Szolgaltato Kft
Inter-Invest Risk
Management
Vagyonkezelo Rt

LDV Holding B.V.

Lyxor Global
Equity Capital
Guaranteed Fund
Lyxor Noricum
Cash Guaranteed
NeosBanca S.p.A.
(ex Finemiro
BancaS.p.A.)
Neos Finance
S.p.A. (ex
Finemiro Finance
SpA)

NEW Step Sp.A.
(subsequently
Eurizon Financial
Group S.p.A.)
NHS Investments
SA.

Sanpaolo Banco di
Napoli S.p.A.
Sanpaolo Bank
SA.

Sanpaolo Bank
(Suisse) SA.
Sanpaolo
FiduciariaS.p.A.
Sanpaolo IMI
Alternative
Investments
SG.R. SpA.
Sanpaolo IMI
Asset Management
Luxembourg S.A.
(ex Sanpaolo IMI
WM Luxembourg
SA)

Sanpaolo IMI
Asset Management
SG.R. SpA.
Sanpaolo IMI
Bank
(International)
SA.

Sanpaolo IMI
Bank Ireland Plc

Hungary
Hungary

Hungary

Hungary
Hungary

Hungary

Hungary

Netherlands

Luxembourg

Luxembourg

Bologna

Bologna

Turin

Luxembourg

Naples
Luxembourg
Switzerland

Milan
Milan

Luxembourg

Milan

Madeira

Ireland

Sanpaolo IMI
Internazionale

Inter-Europa Bank
Inter-Europa Fejlesztes

Inter-Europa
Szolgaltato

Inter-Europa Bank
Inter-Europa Bank
Inter-Europa Bank
Inter-Europa Bank
Inter-Europa
Consulting

Inter-Europa
Szolgaltato

Sanpaolo IMI Private
Equity

Sanpaolo IMI

Neos Banca

Sanpaolo IMI

IMI Investimenti
LDV Holding

Sanpaolo IMI
Sanpaolo IMI
Sanpaolo Bank
Sanpaolo IMI

Sanpaolo IM| Asset
Management

Sanpaolo IM| Asset
Management

Sanpaolo IMI

Sanpaolo IMI

Sanpaolo IMI
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85.87 85.87
100.00 100.00
51.00 51.00
49.00 49.00
100.00 100.00
100.00 100.00
100.00 100.00
100.00 100.00
48.00 48.00
48.00 48.00
4.00 4.00
100.00 100.00
100.00 100.00
96.52 —
98.44 —
99.49 99.49
100.00 100.00
100.00 100.00
99.99 99.99
0.01 0.01
100.00 100.00
100.00 100.00
100.00 100.00
99.98 99.98
100.00 100.00
100.00 100.00
100.00 100.00
100.00 100.00
100.00 100.00
100.00 100.00

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX
XXX

XXX

XXX

XXX

XXX
XXX

XXX

XXX

XXX

XXX

(K)

(L)




112

113

114

115

116

117

118

119

120

121

122

123

124
125

126
127

128
129

130

Sanpaolo IMI
Capital Company |
L.lc. United States 1 Sanpaolo IMI 100.00 100.00
Sanpaolo IMI
Fondi Chius Sanpaolo IMI Private
S.G.R.SpA. Bologna 1 Equity 100.00 100.00
Sanpaolo IMI
Insurance Broker
SpA. Bologna 1 Sanpaolo IMI 100.00 100.00
Sanpaolo IMI
International S.A. Luxembourg 1 Sanpaolo IMI 100.00 100.00
Sanpaolo IMI
Internazionale
SpA. Padua 1 Sanpaolo IMI 100.00 100.00
Sanpaolo IMI
Investimenti per lo
Sviluppo SGR Sanpaolo IMI Private
Sp.A. Naples 1 Equity 100.00 100.00
Sanpaolo IMI
Private Equity
SpA. Bologna 1 Sanpaolo IMI 100.00 100.00
Sanpaolo IMI US
Financial Co. United States 1 Sanpaolo IMI 100.00 100.00
Sanpaolo
Immobiliere SA.
(ex SP
Immobiliere SA.)  Luxembourg 1 Sanpaolo Bank 99.99 99.99
Sanpaolo IM| Asset
Management
Luxembourg 0.01 0.01
100.00 100.00
Sanpaolo Invest
Ireland Ltd Ireland 1 BancaFideuram 100.00 100.00
Sanpaolo Invest
SIM Sp.A. Rome 1 BancaFideuram 100.00 100.00
Sanpaolo Leasint
Sp.A. Milan 1 Sanpaolo IMI 100.00 100.00
Sanpaolo Life Ltd Ireland 1 AlP 100.00 100.00
Sanpaolo Real
Estate SA. (ex
IMI Real Estate
SA) Luxembourg 1 Sanpaolo Bank 99.99 99.99
Sanpaolo IMI
International 0.01 0.01
100.00 100.00
SEPSp.A. Turin 1 Sanpaolo IMI 100.00 100.00
SirensB.V. Netherlands 8 AlP 82.88 —
Sanpaolo Life 16.75 —
99.63
Spilt2Srr.l. Treviso 8 Sanpaolo Leasint — —
Sygman
Szolgaltato es
Kereskedelmi Kft Hungary 1 Inter-EuropaBank 100.00 100.00
Universo Servizi
SpA. Milan 1 AlPR 100.00 100.00

Notesto the table on the scope of line by line consolidation:

@

Type of relationship:

1 =majority of voting rights at ordinary shareholders meeting

2 = dominant influence at ordinary shareholders meeting

3 = agreements with other shareholders

4 = other forms of control

5 = single management pursuant to clause 26, paragraph 1, of legislative decree 87/92

6 = single management pursuant to clause 26, paragraph 2, of legislative decree 87/92

7 = joint control

8 = magjority of benefitsand risks (SIC 12).

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX

XXX
XXX

XXX

XXX

XXX
XXX
XXX

XXX

XXX

XXX

(R
(M)



@

(A)
)
©
®)
®
G
©
(H)
0

O

(K)
L
(M)

Availahility of voting rights at ordinary shareholder's meeting. Any "potential votes' are highlighted in specific notes.

In November 2005 the company was sold by the Parent Bank to New Step S.p.A..

Sanpaolo IMI Internazionale holds options for acquisition of the remaining 1.35% of the holding.

The Parent Bank holds options for acquisition of afurther 33.25% of the holding.

Company for which Banca Fideuram has initiated the disposal process (IFRS5).

The company is considered to be controlled by virtue of the call option rights that can be exercised from 31 December 2005.
Collective investment entity in which the A.l.P. Group holds the majority of the risks/benefits (SIC 12).

Company subject to management pursuant to clause 26—paragraph 1—D.Lgs. 87/92.

In January 2006 the company was incorporated by Banque Privée Fideuram Wargny SA..

In June 2005 the company incorporated Sogesmar S.A..

Sanpaolo IMI Internazionale holds options for acquisition of afurther 10% of the holding.

In November 2005 the company was the beneficiary of the transfer, by the Parent Bank,, of the holdingsin Banca Fideuram S.p.A. and A.l.P. Sp.A..
In December 2005 the company incorporated Sanpaolo IMI Institutional Asset Management S.p.A..

SDS—Sacieta a Destinazione Specifica (Specific Purpose Company) for securitization of leasing loans (in accordance with Law 130 of April 30,
1999).
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10.1 Investmentsin jointly-controlled companies (carried at equity) and in companies under to significant influence:
information on investments

Ownership

Voting rights

at ordinary
shareholders Book
Company name Registered offices Held by % meeting % (2) value Remarks
(€/mil)
Investments carried at equity
1 Aeroporti Holding Turin 4 30.00 30.00 9 (A
Srl. IMI Investimenti
2 Allfunds Bank S.A. Spain 7 Sanpaolo IMI 50.00 50.00 19
3 Banque PalatineSA.  France 4 40.00 40.00 183 (B)
(ex Banque Sanpaolo
SA) Sampaolo IMI
4 Cassadei Risparmi di ~ Forli 7 38.25 38.25 82
Forli Sp.A. Sanpaolo IMI
5 Cassadi Risparmiodi  Florence 4 18.66 18.70 239 (C)
Firenze Sp.A. Sanpaolo IMI
6 CBE Service Sp.r.l. Belgium 4 Sanpaolo IMI 3170 31.70 —
7 Cedar Street Securities  United States 1 BancalMI 100.00 100.00 —
Corp. Securities
8 Consorzio Studi e Rome 1 55.00 55.00 —
Ricerche Fiscali Sanpaolo IMI
Banca Fideuram 10.00 10.00 —
ALlLP. 10.00 10.00 —
Sanpaolo IMI Asset 5.00 5.00 —
Management
Banca M| 5.00 5.00 —
Banca OP! 5.00 5.00 —
Sanpaolo Leasint 5.00 5.00 —
IMI Investimenti 2.50 250 —
Sanpaolo IMI 2.50 2.50 —
Private Equity
100.00 100.00
9 Consumer Financial Bologna 1 100.00 100.00 1
Services Sir.l. Neos Banca
10  CRFirenze Gestion L uxembourg 4 20.00 20.00 4
Internationale S.A. Sanpaolo IMI
11  Finor d.o.0. Slovenia 1 BankaKoper 100.00 100.00 2
12 Globa Menkul Turkey 4 20.00 20.00 3 (D)
Degerler A.S. BancalMI
13  [. Trelniziative Rovigo 4 20.00 20.00 —
Immobiliari Industriali Cassadi Risparmio
SpA. Padova e Rovigo
14 Immobiliare 21 Sr.l. Milan 1 Sanpaolo IMI 100.00 100.00 —
15  Immobiliare Nettuno  Bologna 1 Cassadi Risparmio 100.00 100.00 1
SpA. Bologna
16  IWBank Sp.A. Milan 4 BancalMI 20.00 20.00 5
17  LamaDekani d.d. Slovenia 1 BankaKoper 7841 7841 2
18  LiseuroSp.A. Udine 4 Sanpaolo IMI 3511 35.11 1
19  Sagat Sp.A. Turin 4 IMI Investimenti 12.40 12.40 7
20  Sanpaolo IMI Equity  Luxembourg 1 Sanpaolo IMI 99.99 99.99 1
Management SA. Private Equity
LDV Holding 0.01 0.01 —
100.00 100.00 1
21 Sanpaolo IMI United Kingdom 1 Sanpaolo IMI 100.00 100.00 1
Management Ltd Private Equity
22 Sanpaolo IMI Private  Netherlands 4 23.50 20.38 —
Equity SchemeB.V. Ldv Holding
Sanpaolo IMI 20.00 — —
Equity Management
43.50 29.38 — (B




23

24

25

26

27

28

29

30

31
32

33

35

36

37

38

39

40

41

42

43

45

46

47

48

Sanpaolo Leasint
G.M.B.H.
Sinloc—Sistemi
Iniziative Locai S.p.A.

Societa Friulana
Esazione Tributi S.p.A.
Societa Gestione per il
Redlizzo Sp.A.

Splosna Plovba
Portoroz d.o.o.

Studi e Ricerche per il
Mezzogiorno

Synesis Finanziaria
SpA.
Tobuk Ltd

Trivimm Sir.l.
W.D.W. SA.

West Trade Center
SA.

Aeroporto di Napoli
SpA.(inlig.)

BN Finrete Sp.A. (in
lig.)

Cardine Suisse SA. (in
lig.)

Centradia Group Ltd
(inlig.)

Cioccolato Feletti
Sp.A.(inlig.)
Consorzio Bancario
SIRSp.A. (inlig.)
Cotonificio Bresciano
Ottolini Sr.l. (inlig.)
Emil Europe "92 Sr.l.
(inlig.)
G.E.CAPSpA.(in
lig.)

Imifin S.p.A. (inlig.)
IMI Bank A.G. (inlig.)
IntegraSr.l. (inlig.)

ISC Euroservice
G.M.B.H. (inlig.)
Mega International
S.p.A. (arrangement
with creditors)
ProgemaSir.l. (inlig.)

Austria

Turin

Udine

Rome

Slovenia

Naples

Turin
Ireland

Verona
France

Romania
Naples
Naples
Switzerland
United Kingdom
Aosta
Rome
Brescia
Bologna
Foggia
Rome
Germany
Belluno
Germany

Ravenna

Turin

100.00 100.00

Sanpaolo Leasint

11.85 11.85
FIN. OPI
Banca OP| 8.15 8.15

20.00 20.00

3333 3333
Gest Line

2831 2831
Sanpaolo IMI
Banca Fideuram 0.64 0.64

28.95 28.95

21.00 21.00
Banka Koper

16.67 16.67
Sanpaolo IMI
Banca OP! 16.67 16.67
Sanpaolo IMI 16.67 16.67
Investimenti
Sanpaolo Banco di 16.66 16.66
Napoli

66.67 66.67

25.00 25.00
IMI Investimenti
Sanpaolo IMI Bank 100.00 100.00
Ireland
Sanpaolo IMI 23.00 23.00
Banque Privee 99.92 99.92
Fideuram Wargny
Sanpaolo IMI 100.00 100.00
Internazionale

20.00 20.00
Sanpaolo IMI

99.00 99.00
Sanpaolo IMI

100.00 100.00

Sanpaolo IMI

30.45 30.45
Sanpaolo IMI

95.00 100.00
Sanpaolo IMI

3284 3284
Sanpaolo IMI

97.58 97.58
Sanpaolo IMI
Cassadi Risparmio 93.47 93.47
Bologna

37.25 37.25
GEST Line
Sanpaolo IMI 100.00 100.00
Sanpaolo Bank 100.00 100.00
Cassadi Risparimio 29.64 29.64
Padova e Rovigo

80.00 80.00
Sanpaolo IMI

48.00 48.00
Neos Banca
SEP 10.00 10.00
Neos Banca 10.00 10.00

20.00 20.00
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49 SAGET.SpA.(in Teramo 1 99.98 99.98 —
lig.) GEST Line

50  Sanpaolo U.S.Holding United States 1 100.00 100.00 3
Co. (inliq.) Sanpaolo IMI

51 SeRi.T.SpA.(inlig) Teramo 1 GEST Line 100.00 100.00 —

52  Sicilsud Leasing S.p.A. Palermo 1 100.00 100.00 —
(inlig.) FIN. OPI

53  WestLeasing SA. (in  Romania 1 Sanpaolo IMI Bank 88.71 88.71 1
lig.) Romania

Total investments" carried at equity" 690

Total excessin net shareholders' equity 129

Total caption 100. Investments 819

Notesto thetable of investmentscarried at equity:

@

@
(A)
(B)
©
)
®
Q)

Type of relationship:

1 =majority of voting rights at ordinary shareholders meeting

2 = dominant influence at ordinary shareholders meeting

3 = agreements with other shareholders

4 = companies subject to significant influence

5 = single management pursuant to clause 26, paragraph 1, of legislative decree 87/92
6 = single management pursuant to clause 26, paragraph 2, of legidlative decree 87/92
7 = joint control

8 = magjority of benefitsand risks (SIC 12).

Availability of voting rights at ordinary shareholder's meeting. Any "potential votes' are highlighted in specific notes.

In November 2005 the company was sold by Sanpaolo IMI Private Equity to IMI Investimenti.

The evaluation was carried out on the basis of the consolidated financial statements drawn up by the subsidiary.

The evaluation was carried out on the basis of the consolidated financial statements drawn up by the subsidiary as at 30 September 2005.
The holding was acquired in November 2005.

Company for which LDV B.V. hasinitiated the disposa process (IFRS5).

In January 2006 the company was removed from the Company Register.

The following table highlights the goodwill arising on shareholders' equity as aresult of investments carried at equity

included in the financia statements under "Equity investments' (caption 100).

Company nhame

Goodwill arising on application
of the equity method

(€/mil)

A. Investments carried at equity:

Cassadel Risparmi di Forli Sp.A. 66
Cassadi Risparmio di Firenze S.p.A. 47
Sagat S.p.A. 10
Allfunds Bank S.A. 6
Total 129
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10.2 Equity investmentsin jointly-controlled companiesand in companies subject to significant influence: accounting
information

Total Total Profit Shareholders  Consolidated
Company name assets  revenues  (loss) equity Book value  Fair value  Notes

(€/mil)

A. Companies evaluated using the equity

method

A.1 subject to joint control
1 Allfunds Bank SA. 113 118 9 39 19 XXX
2 Cassadei Risparmi di Forli Sp.A. 2,946 188 3 214 82 XXX

A.2 subject to significant influence
3 Aeroporti Holding Sir.l. 39 — — 30 9 XXX (A)
4 Banque Palatine S.A. (ex Banque
Sanpaolo S.A.) 8,173 433 34 458 183 XXX (B)
5 Cassadi Risparmio di Firenze S.p.A. 21,626 746 121 1,280 239 527 ©
6 CBE Service Spp.r.l. — — — — — XXX (A)
7 Cedar Street Securities Corp. — — — — — XXX
8 Consorzio Studi e Ricerche Fiscali 1 2 — — — XXX
9 Consumer Financial ServicesSir.l. 9 1 — 1 1 XXX
10 CR Firenze Gestion Internationale
SA. 32 60 16 18 4 XXX
11 Finor d.o.o. 18 4 — 2 2 XXX
12 Globa Menkul Degerler A.S. 31 1421 — 10 3 XXX (A)
131. Trelniziative Immobiliari
Industriali S.p.A. 10 4 — — — XXX (A)
14 Immobiliare 21 Sir.l. 2 — — — — XXX
15 Immobiliare Nettuno S.p.A. 1 — — 1 1 XXX
16 IW Bank Sp.A. 572 50 6 27 5 XXX
17 Lama Dekani d.d. 7 3 — 2 2 XXX (D)
18 Liseuro Sp.A. 9 4 — 4 1 XXX
19 Sagat S.p.A. 142 60 7 54 7 XXX (E)
20 Sanpaolo IMI Equity Management
SA. 1 2 1 1 1 XXX
21 Sanpaolo IMI Management Ltd 1 2 — 1 1 XXX
22 Sanpaolo IMI Private Equity Scheme
B.V. — — — — — XXX
23 Sanpaolo Leasint G.M.B.H. 4 1 — 1 1 XXX
24 Sinloc—Sistemi Iniziative Locali
SpA. 48 2 1 47 10 XXX
25 Societa Friulana Esazione Tributi
Sp.A. 43 9 — 6 2 XXX (A)
26 Societa Gestione per il Realizzo
SpA. 63 36 5 25 1 XXX (A)
27 Splosna Plovba Portoroz d.o.o. 10 5 — 4 — XXX (A)
28 Studi e Ricerche per il Mezzogiorno 1 1 — 1 — XXX (A)
29 Synesis Finanziaria S.p.A. 9,687 753 30 449 112 XXX
30 Tobuk Ltd — — — — — XXX
31 Trivimm Sir.l. 2 1 — 1 — XXX
32W.D.W. SA. — — — — — XXX
33 West Trade Center SA. — — — — — XXX
34 Aeroporto di Napoli S.p.A. (inlig.) — — — — — XXX (A)
35BN Finrete S.p.A. (inlig.) 2 — — — — XXX
36 Cardine Suisse SA. (inlig.) 1 — — 1 — XXX (3]
37 Centradia Group Ltd (inlig.) 3 6 2) (26) — XXX (E)
38 Cioccolato Feletti Sp.A. (inlig.) — — — — — XXX
39 Consorzio Bancario SIR S.p.A. (in
lig.) 1 — — (500) — XXX (A)
40 Cotonificio Bresciano Ottolini Sir.l.
(inliq.) — — — — — XXX
41 Emil Europe'92 Sr.l. (inlig.) 20 19 — 1 — XXX
42 G.E.CAPSp.A. (inlig.) 31 — — 1 — XXX
43 Imifin S.p.A. (inliq.) 1 — — — — XXX
44 IMI Bank A.G. (inlig.) — — — — — XXX (A)
45 IntegraSir.l. (inliq.) — — — — — XXX (A)
46 | SC Euroservice G.M.B.H. (inliq.) — — — — — XXX (D)
47 Mega International S.p.A.
(arrangement with creditors) — — — 2) — XXX (A)
48 Progema Sir.l. (inlig.) — — — — — XXX (A)
49SA.GET.SpA. (inlig.) 1 — — — — XXX
50 Sanpaolo U.S. Holding Co. (inliq.) 6 2 2 6 3 XXX
51 SeRi.T. Sp.A. (inliqg.) 17 1 — — — XXX
52 Sicilsud Leasing S.p.A. (inlig.) 1 2 1) — — XXX (G)
53 West Leasing SA. (inlig.) 1 — — 1 1 XXX

Notesto thetables on information on investment relationships:

(A) Datarefersto thefinancia statementsat 31 December 2004 drawn up by the subsidiary.

(B) Datarefersto the consolidated financial statements drawn up by the subsidiary.



(C) Datarefersto the consolidated financial statements at September 31, 2005 drawn up by the subsidiary. The total revenue caption contains the total
company's consolidated "net operating income”.

(D) Datarefersto thefinancial statementsat June 30, 2005 drawn up by the subsidiary.
(E) Datarefersto the consolidated financial statements at December 31, 2004 drawn up by the subsidiary.
(F) Datarefersto theliquidation financia statements at October 31, 2004 drawn up by the subsidiary.

(G) Datarefersto theliquidation financial statements at December 14, 2005 drawn up by the subsidiary.
10.4 Commitmentsrelated to investmentsin jointly-controlled companies

The purchase contract for sharesin Cassadei Risparmi di Forli S.p.A., executed on November 29, 2000 between
Fondazione CR Forli (seller) and SANPAOLO IMI and Cassa di Risparmio di Firenze (purchasers), provides that the
purchasers transfer to the Fondazione an option to sell a maximum number of ordinary shares representing 51.35% of the CR
Forli capital, exercisable in several tranches, at the unit price of 8.11 euro per share for the first two tranches and at a
determined price with reference to the fair market value for the remaining tranches. The put option may be exercised by the
Fondazione from June 12, 2002 and up to the 15th day before the expiry of the first period for the termination of the
Shareholders’ Agreement entered into by the same parties (December 31, 2008). On May 12, 2003 Fondazione CR Forli
exercised the option to purchase on the first tranche of 8,335,370 ordinary shares (representing 8.75% of the share capital) at
aprice of 68 million euro for the SANPAOLO IMI quota; subsequently, on November 15, 2005 it exercised the put option on
the second tranche of 8,103,596 ordinary shares (representing 8.48% of the share capital) at a price of 66 million euro for the
SANPAOLO IMI quota. After these acquisitions, the holding of SANPAOLO IMI rose to 38.25%, while the option on the
guota of capital still owned by the Fondazione involved 21.29% of the capital.

10.5 Commitmentsrelated to investmentsin companies subject to significant influence

1 May 2005 saw the expiry of the Shareholders' Agreement executed on November 15, 1999 between Ente Cassa di
Risparmio di Firenze, BNP Paribas and SANPAOLO IMI concerning the capital investment of the Cassa di Risparmio di
Firenze. Subsequently, on September 28, 2005 SANPAOLO M, in acknowledging the lengthy period in which the
agreement had not been renewed, resolved to exercise its option to purchase ordinary sharesin the Cassa di Risparmio di
Firenze, held by the Ente, of 10.78% of capital. The exercise of the option, the validity of which was disputed by the Ente,
provided for a price of 3 euro per share, which represented 1.5 times the "base value" of the Cassadi Risparmio di Firenze
share, to be calculated in this case by taking into account the evaluation methods normally used for the sector. Because of the
dispute by the Ente, the arbitration process required by the agreement was initiated. The board of arbitrators was set up
following the appointment of its chair by the Florence court, but has not yet rel eased a decision.

For completeness, the characteristics of the other commitments undertaken by the Parent Bank for the purchase of Banka
Koper (company consolidated line by line), Banca delle Marche, Si Holding (Available-for-sale assets) and Banca Italo
Albanese are outlined below.

*  Theagreement entered into by the Bank with the majority shareholdersin Banka Koper D.D. aimed at the
acquisition of a controlling holding in the company, provides that SANPAOLO IMI guarantee, in the case of the
successful outcome of the OPA launched on the entire capital of the company in March 2002, a put option on the
shares owned by the relevant shareholders that had not contributed to OPA; thisright is extended to each
shareholder who contributes at |east one share to OPA. Each shareholder could exercise the put option in the
30 days following March 31, June 30, September 30 and December 31 of each year starting from 30 days
subsequent to December 31, 2002 and up to 30 days following June 30, 2006. The price was the OPA price
increased by the interest calculated at the rate paid by Banka Koper for deposits to one year and one day in
Slovenian Tolar for the period running from the last day of validity of
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the OPA to the day of exercise of the option, reduced by the dividends received on the shares that were the subject
of the option.

With regard to the agreement entered into on July 16, 2003 by SANPAOLO IMI with the Foundation shareholders
of the Banca delle Marche S.p.A., which led to the purchase of 7% of that credit company, SANPAOLO IMI
acknowledged to the Foundations a put option on 8% of the Bank's capital, that can be exercised by December 31,
2006. The unit price of exercising the put option will be the greater amount between: (i) 1.8 euro, increased by
interest at the Euribor rate at a month (base 365) from the date of fulfillment of the contract to the date of exercise
of the option, less the dividends received by the Foundations in the same period and (ii) 1.8 euro increased by any
rise in shareholders' equity per share of Banca delle Marche S.p.A. from December 31, 2002 to the date of exercise
of the option on the basis of the last financial statements or half-year financial report, whichever is closer. With
regard to the shareholders agreements valid up to December 31, 2006, which the parties may agree to extend,
SANPAOLO IMl'sright of pre-emption was acknowledged on the purchase of residual shares that the Foundations
may decide to sell, with the exception of limited situations, aswell as the right of co-selling (at a price not less than
the purchase price) if the pre-emption right is not exercised.

On September 22, 2005, SANPAOLO 1M1, together with a pool of other banks, issued a "purchase offer" on some
Si Holding shares held by shareholders other than the offering parties, subject to certain conditions and representing
the acquisition of around 23% of the share capital.

On December 7, 2005, SANPAOLO IMI signed an agreement to acquire a holding of 80% in Banca Italo Albanese
from the Capitalia Group and from the Albanian Ministry of Finance. SANPAOLO IMI also entered into a put and
call agreement with the third shareholder European Bank for Reconstruction for the acquisition of the remaining
20% of the share capital.

SECTION 11—TECHNICAL RESERVES REASSURED WITH THIRD PARTIES—CAPTION 110

11.1 Insurance reserves attributable to reassures: break-down

A. Casualty branch
Al. premiums reserves
A2. claims reserves
A3. other reserves
B. Lifebranch
B1. mathematical reserves
B2. reserves for amounts to be disbursed
B3. other reserves

12/31/2005
(€/mil)

| 2| GRR

C. Technical reservesfor investment risksto be borne by the insured —
C1: reserves for contracts with disbursements connected with investment funds and
market indices —
C2: reserves from pension fund management —
D. Total technical reservescarried by reinsurers 29
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11.2 Changesin caption 110 " Insurance reserves attributable to reassures'

Insurance reserves attributable to reassures did not undergo significant variations as compared with the previous
financial year.

SECTION 12—TANGIBLE ASSETS—CAPTION 120

12.1 Tangible assets: break-down of assetsvalued at cost

Asset/Value 12/31/2005  12/31/2004
(€/mil)

A. Functional assets

1.1 owned by the Bank 1,987 2,101

a land 912 922

b)  buildings 819 886

c) fixturesand fittings 99 105

d) electrical equipment 118 149

e) other 39 39

12 leased 69 92

a land 31 30

b)  buildings 26 26

c) fixturesand fittings 1 —

d) €ectrical equipment 10 35

e) other 1 1

Total A 2,056 2,193
B. Tangible assetsheld for investment

21 owned by the Bank 121 135

a land 91 96

b)  buildings 30 39

22 leased — =

a land — —

b) buildings — —

Total B 121 135

Total (A +B) 2,177 2,328

12.2 Tangible assets: break-down of assets evaluated at fair value or revaluated
The SANPAOLO IMI Group did not carry out an evaluation at fair value of tangible assets.
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12.3 Tangible assets: annual changes

Fixturesand Electrical 12/31/2005
Land Buildings fittings equipment Other Total
(€/mil)
A. Grossopening balance 952 2,711 460 1,290 557 5,970
A.l1 Total net decreasesin value — 1,799 355 1,106 517 3,777
A.2  Net opening balance 952 912 105 184 40 2,193
B. Increases 12 67 23 72 92 266
B.1 Purchases 5 16 20 68 91 200
B.2 Capitalized improvement — 37 — — — 37
expenses
B.3  Write-backs — — — — — —
B.4 Positivefair value changes — — — — — —
charged to:
a) shareholders equity — — — — — —
b) statement of income — — — — — —
B.5 Positive exchange differences — — — — — —
B.6  Transfersfrom assets held for 3 6 — — — 9
investment
B.7  Other changes 4 8 3 4 1 20
C. Decreases (21) (134) (28) (128) (92) (403)
Cl Sdes (6) (34) (1) 6) (1) (48)
C.2 Depreciation — (77) (20) (108)  (28) (233)
C.3 Vaue adjustments dueto (2) (2) 2) — — 4)
deterioration charged to:
a) shareholders equity — — — — — —
b) statement of income (2) (2) (2) — — 4)
C.4  Negativefar value changes — — — — — —
charged to:
a) shareholders equity — — — — — —
b) statement of income — — — — — —
C.5 Negative exchange — — — — — —
differences
C.6 Transfersto: (14) (18) 3) — — (35)
a) tangible assets held for — — — — — —
investment
b) assets being disposed of (14) (18) 3) — — (35)
C.7  Other changes — (4) (2) (14) (63) (83)
D. Net closing balance 943 845 100 128 40 2,056
D.1 Tota net decreasesin value — 1,722 335 998 489 3,544
D.2 Grossclosing balance 943 2,567 435 1,126 529 5,600
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12.4 Tangible assets held for investment: annual changes

A. Opening balance

B. Increases
B.1 Purchases
B.2 Capitalized improvement expenses
B.3 Net positive fair value changes
B.4 Write-backs
B.5 Positive exchange differences
B.6 Transfersfrom tangible assets
B.7 Other changes

C. Decreases
Cl Sdes
C.2 Amortization/depreciation
C.3 Net negative fair value changes
C.4 Adjustments for impairment
C.5 Negative exchange differences
C.6 Transfersto other asset portfolios

a) tangible assets
b)  assets being disposed of

C.7 Other changes

D. Closing balance

E. Evaluated at fair value

12.5 Commitmentsto purchase tangible assets

12/31/2005

Land  Buildings

(€/mil)

The Group has no significant commitments to purchase tangible assets.

Depreciation rate of tangible assets

Depreciation rate

applied

Tangible assets (range %)
Property

—buildings 3.75%
furniture and plant fixtures

—fixtures and fittings from 24% to 30%

—electrical equipment 40%

—other from 30% to 60%
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SECTION 13—INTANGIBLE ASSETS—CAPTION 130

13.1 Intangible assets: break-down by type of asset

12/31/2005 12/31/2004

Definite Indefinite Definite Indefinite

Caption/Value life life life life

(€/mil)

A.l  Goodwill X 756 X 766
A.1.1 attributable to the group X 756 X 766
A.1.2 attributable to minority interests X — X —
A.2 Other intangible assets 252 — 289 —
A.21 Assetsvalued at cost 252 — 289 —
a) Intangible assets generated internally 169 — 194 —
b) Other assets 83 — 95 —
A.22 Assetsvalued at fair value — — — —
a) Intangible assets generated internally — — — —
b) Other assets — — — —
Total 252 756 289 766

The following table shows the list of goodwill amounts for the SANPAOLO IMI Group as of December 31, 2005 and
highlights the company to which such goodwill relates.

Analysis of goodwill
12/31/2005
(€/mil)

Banco di Napoli 636
Banka K oper 57
Noricum 24
Gruppo Cardine 11
Sanpaolo IMI Private Equity 7
Inter-Europa Bank 5
Eptaconsors 5
Banca Popolare dell'Adriatico 4
Other 7
Total 756

Infor mation on the method used to undertake theimpair ment test on the goodwill

For the purposes of the impairment test, the goodwill amounts of the SANPAOLO IMI Group were allocated to the
following three business areas:

e Banking

e Savingsand Assurance

*  Asset Management and International Private Banking

Goodwill is monitored at the central function level. However, in conformity with international accounting standards,

which require the allocation of goodwill to entities, single cashflow-generating units or groups thereof, no larger than the
segments identified for management reporting, goodwill has been attributed to the above business areas.
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Of atotal goodwill book value of 756 million euro, 727 million euro can be allocated to the business area "Banking'".
The impairment test carried out on the three business areas did not reveal any impairment in the goodwill.

Parameter sused for impairment test of the goodwill allocated to the " Banking activities' business area

An impairment loss to goodwill will be recorded where the recoverable amount is lower than its current book value in
the goodwill allocated to "Banking".

The recoverable value of the business area "Banking" was determined through the calculation of its value in use. For the
purposes of the impairment test the following data, methods and assumptions were used:

e economic-financial and asset "protections’ contained the Group's 2006-2008 Industrial Plan approved by the Board
of Directors, including analysis on specific issues;

« "maximum dividend distribution" method, for which the estimate, beyond the scope of the plan, extrapolates on the
basis of the assumptions of sustainable growth of the economic and financial indicators of the business area
"Banking";

e net"capital cost" of 8.5-9.5%, calculated using the Capital Asset Pricing Model.
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13.2 Intangible assets: annual changes

Other intangible

Other intangible

assets: assets:
generated internally other
Definite  Indefinite  Definite  Indefinite
Goodwill life life life life Total
(€/mil)

A. Opening balance 766 368 — 218 — 1,352
A.l. Tota net decreasesin value — 174 — 123 — 297
A.2. Net opening balance 766 194 — 95 — 1,055

B Increases — 104 — 68 — 172
B.1 Purchases — 87 — 68 — 155
B.2 Increasesin internal intangible assets X 17 — — — 17
B.3 Write-backs X — — — — —
B.4 Positive fair value changes charged — — — — — —
to:

—shareholders' equity X — — — — —
—statement of income X — — — — —
B.5 Positive exchange differences — — — — — —
B.6 Other changes — — — — — —

C. Decreases (20) (129) — (80) — (219)
C.1 Sdles — — — — — —
C.2 Adjustments (2) (227) — (71) — (199)

—Amortization X (127) — (69) — (196)
—Write-downs (2) — — (2) — 3)
+ shareholders' equity X — — — — —
+ statement of income (2) — — (2) — 3)
C.3 Negative fair value changes charged — — — — — —
to:

—shareholders' equity X — — — — —
—statement of income X — — — — —
C.4 Transfers to assets being disposed of — (2) — (2) — 3)
C.5 Negative exchange differences — — — — — —
C.6 Other changes (9) 1) — (7) — (7)

D. Net closing balance 756 169 — 83 — 1,008
D.1 Total net adjustments 1 301 — 192 — 494

E. Gross closing balance 757 470 — 275 — 1,502

13.3 Other information

The Group has no significant commitments to purchase intangible assets.
12/31/2005
Depreciation rate

Amortization rate of intangible assets applied

Intangible assets with limited useful life (range %)

(€/mil)

Software yet to be implemented —

Software in use 33.33%
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SECTION 14—TAX ASSETSAND TAX LIABILITIES—CAPTION 140 UNDER ASSETS AND CAPTION 80
UNDER LIABILITIES

Tax assets and liabilities are analyzed as follows

12/31/2005 12/31/2004

(€/mil)

Tax assets 2,728 3,304
current 988 1,798
deferred 1,740 1,506

Tax liabilities 860 783
current 216 304
deferred 644 479

The following tables provide details on prepaid/anticipated and deferred tax assets and liabilities and their movements.
With regard to their break-down, they are essentially related to taxable income or deductible losses for Italian companiesin
future years.

14.1 Deferred tax assets: break-down

12/31/2005
(€/mil)
Corresponding statement of income caption 1,136
1 Provisions and reserves 390
2 Loans 202
3 Losses carried forward 4
4 Other 540
Corresponding shareholders' equity caption 604
1 Cash flow hedge 14
2 Recognition of actuarial losses 98
3 Available for sale assets —
4 Compensated goodwill pursuant to D.Lgs. 87/92 226
5 Adjustments on technical insurance reserves 182
6 Other 84

Theresidual categories "other" also include tax adjustments consequent upon the assessment of taxable incomein
accordance with criteria other than the IAS/IFRS.

14.2 Deferred tax liabilities: break-down

12/31/2005
(€/mil)
Corresponding statement of income caption 192
1 Securities at fair value 27
2 Deductible generic loan losses 119
3 Other 46
Corresponding shareholders equity caption 452
1 Reserves pursuant to Law 169/83 4
2 Reserves pursuant to Law 213/98 8
3 Financial instruments of the insurance sector 228
4 Available for sale assets 37
5 Other 175
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Theresidual categories "other" also include tax adjustments consequent upon the assessment of taxable incomein
accordance with criteria other than the IAS/IFRS.

14.3 Changein deferred tax assets credited to the statement of income

12/31/2005 12/31/2004

(€/mil)

1. Initial amount 1,269 1,362
2. Increases 687 248
2.1 Advanced taxes recognized during the year 642 248

a) from previous years 7 —

b) due to adoption of different accounting standards 278 —

) write-backs — —

d) other 357 248

2.2 New taxesor increasesin fiscal rates — —
2.3 Other increases 45 —

3. Decreases 820 341
3.1 Advanced taxes cancelled during the year 498 323

a) reallocation 498 323

b) Write-downs due to irrecoverability — —

¢) Adoption of different accounting standards — —

3.2 Decreasesin fiscal rates — —
3.3 Other decreases 322 18

4. Final amount 1,136 1,269

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

14.4 Changein deferred tax liabilities credited to the statement of income

12/31/2005 12/31/2004

(€/mil)

1. Initial amount 141 126
2. Increases 199 62
2.1 Deferred taxes recognized during the year 124 62

a) from previous years — —

b) due to adoption of different accounting standards 87 —

c) other 37 62

2.2 New taxes or increasesin fiscal rates — —
2.3 Other increases 75 —

3. Decr eases 148 47
3.1 Deferred taxes cancelled during the year 78 36

a) reallocation 74 36

b) due to adoption of different accounting standards — —

c) other 4 —

3.2 Decreases in fiscal rates — —
3.3 Other decreases 70 11

4. Final amount 192 141
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14.5 Changein deferred tax assets credited in net shareholders' equity

12/31/2005 12/31/2004

(€/mil)

1. Initial amount 237 237
2. Increases 526 —
2.1 Advanced taxes recognized during the year 524 —

a) from previous years — —

b) due to adoption of different accounting standards 523 —

c) other 1 —

2.2 New taxes or increasesin fiscal rates — —
2.3 Other increases 2 —

3. Decr eases 159 —
3.1 Advanced taxes cancelled during the year 16 —

a) reallocation 16 —

b) Write-downs due to irrecoverability — —

¢) due to adoption of different accounting standards — —

3.2 Decreasesiin fiscal rates — —
3.3 Other decreases 143 —

4. Final amount 604 237

The "deferred taxes recognized during the year- due to adoption of different accounting standards" also include
98 million euro relating to actuarial losses charged to shareholders' equity.

14.6 Changein deferred liabilities credited in net shareholders equity

12/31/2005 12/31/2004

(€/mil)

1. Initial amount 338 341
2. Increases 388 —
2.1 Deferred taxes recognized during the year 363 —

a) from previous years — —

b) due to adoption of different accounting standards 351 —

c) other 12 —

2.2 New taxes or increases in fiscal rates 20 —
2.3 Other increases 5 —

3. Decreases 274 3
3.1 Deferred taxes cancelled during the year 12 1

a) reallocation — 1

b) due to adoption of different accounting standards — —

c) other 12 —

3.2 Decreasesin fiscal rates — —
3.3 Other decreases 262 2

4. Final amount 452 338

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

With D.Lgs. 344 of December 12, 2003 the reform was implemented of taxation on corporate income which provided
for the introduction of domestic tax consolidation. At the end of 2004 following the authorization of the Board of Directors
on October 12, 2004, the domestic tax consolidation of the SANPAOLO IMI Group began (through communication to the
finance authorities). Listed below are the companies that adopted this form of taxation for the financial year 2005:

Holding companies:
—SANPAOLO IMI Sp.A.

Subsidiary companies:

—Cassadi Risparmio di Padova e Rovigo S.p.A.
—Cassadi Risparmio di VeneziaS.p.A.

—Cassadi Risparmio in Bologna S.p.A.
—Friulcassa S.p.A.

—Sanpaolo Banco di Napoli S.p.A.

—Bancadi Intermediazione Mobiliare IMI S.p.A.
—Emil Europe "92 Sr.l. in liquidazione

—FIN. OPI SpA.

—GEST Line Sp.A.

—IMI Investimenti S.p.A.

—Immobiliare 21 Sir.l.

—Eurizon Financial Group S.p.A.

—Sanpaolo Fiduciaria S.p.A.

—Sanpaolo IMI Insurance Broker S.p.A.
—Sanpaolo IMI Internazionale S.p.A.

—Sanpaolo Leasint S.p.A.

—Banca Fideuram S.p.A.

—Fideuram Investimenti S.G.R. S.p.A.
—Fideuram Fiduciaria S.p.A.

—Sanpaolo Invest SIM S.p.A.

—Sanpaolo IMI Asset Management S.G.R. Sp.A.
—Sanpaolo IMI Alternative Investments S.G.R. Sp.A.
—Sanpaolo IMI Institutional Asset Management S.G.R. S.p.A.(*)
—Assicurazioni Internazionali di Previdenza S.p.A.
—Fideuram Assicurazioni S.p.A.

—Universo Servizi S.p.A.

—Sanpaolo IMI Private Equity S.p.A.

—Sanpaolo IMI Investimenti per lo Sviluppo S.G.R. Sp.A.
—Sanpaolo IMI Fondi Chiusi S.G.R. Sp.A.
—Neos Banca S.p.A.

—Neos Finance S.p.A.

—Consumer Financia Services Sir.l.

—Servizi Sir.l.(**)

(*) Incorporated into Sanpaolo IMI Asset Management SGR.

(**) Incorporated into Neos Banca S.p.A..

Information on principal tax litigation can be found in Part B—Section 12—Provisions for risks and charges—of these
Notes.
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SECTION 15—DISCONTINUED OPERATIONS AND GROUPS OF OPERATIONSBEING DISPOSED, AND
ASSOCIATED LIABILITIES—CAPTION 150 UNDER ASSETS AND CAPTION 90 UNDER LIABILITIES

15.1 Non current assets and groups of assets being disposed: break-down

12/31/2005
(€/mil)
A. Single assets
A.1  Equity investments 9
A.2 Tangible assets 40
A.3 Intangible assets —
A.4  Other non-current assets —
Total A 49
B. Groups of assets (operating units sold)
B.1 Financial assets held for trading 29
B.2  Financia assets designated as at fair value —
B.3 Available-for-saleinvestments —
B.4  Held-to-maturity investments —
B.5 Duefrom banks 66
B.6  Loansto customers 41
B.7  Equity investments —
B.8  Tangible assets —
B.9 Intangible assets —
B.10 Other assets 35
Total B 171
C. Liabilitieson single assets being disposed of
C.1 Debts —
C.2  Securities —
C.3  Other liabilities —
Total C —
D. Liabilitieson groups of assets being disposed of
D.1  Dueto banks 12
D.2  Dueto customers 86
D.3  Securitiesissued —
D.4 Financial liabilities held for trading —
D.5 Financid liabilities evaluated at fair value —
D.6 Provisions 25
D.7  Other liabilities 41
Total D 164

The caption investments (individual assets) refersto the subsidiary Sanpaolo IMI Private Equity SchemeB.V.
(subsidiary company of Sanpaolo IMI Private equity).

The caption tangible assets refers to portfolio assets to be sold to the Parent Bank and to the network banks.

The groups of assets (and related liabilities) being disposed of reflect the impact of the classification of assets of the
French subsidiaries belonging to the Fideuram Wargny group into those classes.
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During 2005, the Board of Directors of Banca Fideuram appointed consultancy company Banca Rothschild Italia to look
into the possibility of selling the French group. The consultancy company began that process, preparing an Information
Memorandum and making contact with potential purchasers.

Asaresult, several non-binding offers were brought to the attention of the Board of Directors of Banca Fideuram at its
meeting of November 10, 2005. The consultancy company then organized meetings with potential purchasers to consider the
preliminary Terms Sheet and define the binding offers. These offers are being defined and it is likely that the entire process
will be concluded by the end of 2006.

SECTION 16—OTHER ASSETS—CAPTION 160

12/31/2005
(€/mil)
Unprocessed transactions 2,586
Amounts in transit with bank branches and subsidiaries 641
Amounts related to insurance business 532
Amounts due from tax authorities 326
Items related to securities transactions 268
Deposit with Bank of Italy relating to liquidation of Isveimer 58
Checks and other instruments held 36
Deposits with clearing houses 31
Deposit to Bank of Italy relating to the coverage of SGA losses 7
Other items 1,970
Total 6,455
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LIABILITIES
SECTION 1—DUE TO BANKS—CAPTION 10

1.1 Dueto banks: break-down by type

Type of transaction/Value 12/31/2005
(€/mil)

1. Dueto central banks 3,210

2. Due to banks 32,472
2.1 Current accounts and demand deposits 4,853
2.2 Tied deposits 11,793
2.3 Loans 9,481
2.4 Debts for repurchase of own capital instruments 7
2.5 Liabilities corresponding to assets sold and not cancelled 6,078
2.6 Other amounts due 260

Total 35,682

Fair Value 35,773

1.2 Detail of caption 10" Dueto Banks': subordinated payables

At December 31, 2005 there were no subordinated payables due to banks.
1.4 Break-down of caption 10 " Dueto banks": debts subject to microhedging
Type of transaction/Value 12/31/2005
(€/mil)

1. Debts subject to fair value hedging 78

2. Debts subject to cash flow hedging 1,633

Total 1,711

1.5 Detail of caption 10" Dueto Banks': payablesfor financial leasing

At December 31, 2005 the Group did not have significant debt positions for financial leasing.

SECTION 2—DUE TO CUSTOMERS—CAPTION 20

2.1 Dueto customers. break-down by type

Type of transaction/Value 12/31/2005
(€/mil)

1. Current accounts and demand deposits 74,562
2. Tied deposits 5,734
3. Public funds administered 145
4. Loans 585
5. Debts for repurchase of own capital instruments 79
6. Liabilities corresponding to assets sold and not cancelled 10,545
7. Other amounts due 656
Total 92,306
Fair value 92,306

2.2 Detail of caption 20" Dueto customers": subordinated payables
At December 31, 2005 subordinated liabilities amounted to two million euro.
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Part F of these Notes contains detail of the subordinated payables.

2.4 Break-down of caption 20" Dueto customers': debts subject to microhedging

Type of transaction/Value 12/31/2005
(€/mil)
1. Debts subject to fair value hedging 110
a) interest rate risk 110

b) exchange rate risk —
2.5 Detail of caption 20 " Dueto customers': payablesfor financial leasing

At December 31, 2005 the Group did not have significant debt positions for financial leasing.
SECTION 3—SECURITIESISSUED—CAPTION 30

3.1 Securitiesissued: break-down by type

12/31/2005
Book
Type of security/Value value Fair value
(€/mil)

A. Listed securities 13,698 13,953
1. Bonds 10,056 10,311
2. Other securities 3,642 3,642

B. Unlisted securities 33,287 33,287
1. Bonds 24,415 24,415
2. Other securities 8,872 8,872

Total 46,985 47,240

3.2 Detail of caption 30" Securitiesissued" : subordinated securities
At December 31, 2005 the amount of subordinated securities issued was 6,219 million euro.
Part F of these Notes contains detail of the subordinated liabilities.

3.3 Break-down of caption 30" Securitiesissued" : securities subject to microhedging

Type of transaction/Value 12/31/2005
(€/mil)

1. Debt securities subject to fair value hedging 21,669

2. Debt securities subject to cash flow hedging 889

Total 22,558
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SECTION 4—FINANCIAL LIABILITIESHELD FOR TRADING—CAPTION 40

4.1 Financial liabilitiesheld for trading: break-down by type

12/31/2005
Fair Value
Nominal or
notional
Type of transaction/Value value Listed Unlisted
(€/mil)
A. Non derivativesfinancial liabilities
1. Due to banks 39 151 5
2. Due to customers 1,905 2,150 39
3. Debt securities — — —
3.1 Bonds — — —
3.2 Other securities — — —
Total A 1,944 2,301 44
B. Derivatives
1. Financial derivatives X 648 8,329
2. Credit derivatives X — 20
Total B X 648 8,349
Total (A +B) X 2,949 8,393

The financial liabilities held for trading mainly include the portfolios held by Banca IMI in relation to its trading on the
financial markets, and are essentially technical exposures on securities.

4.2 Detail of caption 40 " Financial liabilities held for trading" : subordinated liabilities
At December 31, 2005 no subordinated liahilities held for trading had been incurred.
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4.4 Financial liabilitiesheld for trading: derivative instruments

Interest  Currencies Total
Type of derivative/Underlying asset rates and gold Equities Loans Other  12/31/2005
(€/mil)
A. Listed derivatives
1) Financial derivatives: 1 — 647 — - 648
with underlying asset exchange 1 — 259 — - 260
— issued options — — — — - —
— other derivatives 1 — 259 —_- - 260
without underlying asset exchange — — 388 — - 388
— issued options — — 387 — - 387
— other derivatives — — 1 —_ — 1
2) Credit derivatives: — — — — - —
with underlying asset exchange — — — — - —
without underlying asset exchange — — — — - —
Total A 1 — 647 —_ — 648
B. Unlisted derivatives
1) Financial derivatives: 7,361 366 494 — 108 8,329
with underlying asset exchange 1 323 47 — - 371
— issued options 1 78 36 — - 115
— other derivatives — 245 11 —_- - 256
without underlying asset exchange 7,360 43 447 — 108 7,958
— issued options 610 9 440 — 18 1,077
— other derivatives 6,750 34 7 — 90 6,881
2) Credit derivatives: 17 — — 3 — 20
with underlying asset exchange 17 — — — - 17
without underlying asset exchange — — — 3 — 3
Total B 7,378 366 494 3 108 8,349
Total (A +B) 7,379 366 1,141 3 108 8,997

For details of the technical form of derivative contracts, see the summary in Section 17—"Other information" in this part
of the Explanatory Notes.

SECTION 5—FINANCIAL LIABILITIESDESIGNATED AT FAIR VALUE—CAPTION 50

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

12/31/2005
Fair Value
Nominal
Type of transaction/Value value Listed Unlisted
(€/mil)
1. Due to banks — — —
2. Due to customers 22,317 — 22,317
3. Debt securities 3,559 — 3,622
Total 25,876 — 25,939

Liabilities valued at fair value traditionally include amounts collected by the Group's insurance companies through the
issuing of mainly financial policies against investments where the risks are borne wholly by the subscribers. The amount of
liahilities evaluated at fair value which relate to the insurance businessis 22,413 million euro.

The nominal value of policies relating to the insurance businessisindicated at fair value.
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5.2 Detail of caption 50" Financial liabilities designated at fair value" : subordinated liabilities
At December 31, 2005 there were no subordinated liabilities designated at fair value.
SECTION 6—HEDGING DERIVATIVES—CAPTION 60

6.1 Hedging derivatives: break-down by type of contract and underlying asset

Interest  Currencies Total
Type of derivative/Underlying asset rates and gold Equities Loans Other  12/31/2005

(€/mil)

A. Listed derivatives

1) Financial derivatives: — — — — — _
with underlying asset exchange — — — —  — —
—issued options — — — - — —
—other derivatives — — — - — _
without underlying asset exchange — — — - — —
—issued options — — — - — —
—other derivatives — — — - — —
2) Credit derivatives: — — — — - _
with underlying asset exchange — — — — — —
without underlying asset exchange — — = - — _
Total A — — — - — —

B. Unlisted derivatives
1) Financial derivatives: 293 433 1 —
with underlying asset exchange — 433 — —
—issued options — — — - — —
—other derivatives — 433
without underlying asset exchange 293 —
—issued options — —
—other derivatives 293 —
2) Credit derivatives: — — — — - _
with underlying asset exchange — — — — — —
without underlying asset exchange — — = - — _
Total B 293 433 1 — 3 730
Total (A +B) 293 433 1 — 3 730

For details on the technical form of derivative contracts, see the summary in Section 17—"Other Information™ in this
part of the Explanatory Notes.

6.2 Hedging derivatives: break-down by hedged portfolio and type of hedging

The hedging derivatives recognized at liabilities caption 60 represent the market evaluation of specific fair value hedges
transactions against the banking book. Further information on the Group's risk coverage policies can be found in Part E of
these Notes.
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SECTION 7—ADJUSTMENT FOR FINANCIAL LIABILITIESOF MACROHEDGED ITEMS—CAPTION 70

7.1 Valueadjustment of hedged liabilities

Value adjustment of hedged liabilities 12/31/2005
(€/mil)

1. Positive adjustment of financial liabilities 2

2. Negative adjustment of financial liabilities (37)

Total (35)

7.2 Liabilities subject to macrohedging of interest-raterisk: break-down

This caption contains the balance of variations in value of liabilities subject to macrohedging against interest rate risk.
Taking advantage of the option that emerged in the definition of the carve out IAS 39, the Group adopted the abovementioned
macrohedging, limited to coverage of core deposits.

SECTION 8—TAX LIABILITIES—CAPTION 80
See Assets—section 14.
SECTION 9—LIABILITIESON GROUPS OF ASSETSBEING DISPOSED—CAPTION 90

Detail of and comments on the liabilities associated with groups of assets being disposed of can be found at the
corrisponding assetsin section 15 of Assets.

SECTION 10—OTHER LIABILITIES—CAPTION 100

10.1 Other liabilities

12/31/2005
(€/mil)
Unprocessed transactions and amounts in transit with branches and subsidiaries 3,010
Amounts available for third parties 1,902
Amounts relating to insurance business 1,656
Tax payment accounts 642
Amounts due to personnel 460
Provisions for guarantees and commitments 354
Due to tax authorities 271
I1liquid balances from portfolio transactions 159
Amounts payable due to settlement value date 153
Other items 1,966
Total 10,573

Other itemsinclude 58 million euro and seven million euro for the Bank of Italy respectively for the liquidation of
Isvemeir and loans to be restored ex law 588/96.
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SECTION 11—PROVISIONSFOR EMPLOYEE TERMINATION INDEMNITIES—CAPTION 110

11.1 Provisionsfor employee ter mination indemnities: annual changes

(€/mil)
A. Opening balance as at 12/31/04 882
B. Increases 193
B.2 Provisions during the year 82
B.3 Other increases 111
C. Decreases 74
C.2 Amounts paid 60
C.3 Other decreases 14
D. Closing balance as at 12/31/05 1,001

The other increases include 99 million euro relating to the recording of actuarial losses, on the basis of the assessment of
an independent actuary, offset against a specifically set-up reserve (66 million euro after the recognition of deferred tax assets
of 33 million euro).

11.2 Other information

Since the provision for employee termination indemnities is contained as a defined benefit fund, the variationsin the
actuarial evaluations are set out in detail in Section 12 of these Notes (see Defined benefit company pension funds).

SECTION 12—PROVISIONS FOR RISKSAND CHARGES—CAPTION 120

12.1 Provisionsfor risksand charges: break-down

Caption/Value 12/31/2005 12/31/2004
(€/mil)

1. Company pension funds 425 209

2. Other provisionsfor risks and charges 1,457 1,525
2.1 Legal disputes 551 547
2.2 Personnel charges 415 448
2.3 Other 491 530

Total 1,882 1,734
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12.2 Provisionsfor risksand charges: annual changes

Pension Other
funds funds Total
(€/mil)
A. Opening balance as at 12/31/04 209 1,525 1,734
B. Increases 314 529 843
B.1 Provisions during the year 25 269 294
B.2 Changes due to the elapsing of time 84 18 102
B.3 Changes due to discount rate adjustments 198 — 198
B.4 Other increases(*) 7 242 249
C. Decreases 98 597 695
C.1 Useduring the year 12 564 576
C.2 Changes due to discount rate adjustments 2 — 2
C.3 Other decreases 84 33 117
D. Closing balance as at 12/31/05 425 1,457 1,882

*)

Includes the recording of 84 million euro in major funds determined by the application of IAS 32 and 39 and IFRS 4.

Provision for tax litigation

Banca Fideuram S.p.A.

On December 20, 2005 Banca Fideuram S.p.A. received notice of a challenge by regional revenue officialsin Lazio in

relation to the financial period 2003-2004 concerning, as well as other less significant matters, the overall taxation regime of
the Loyalty Plan of the Network of Private Bankers (Partnership), regarding which the Bank's choice of taxation regime was
called into question. The detailed evaluations that were carried out reveal that the taxation regime used in previous yearsis
valid. Consequently, no alocations for potential future disputes were carried out as the risk was considered fairly remote.

Assicurazioni Internazionali di Previdenza S.p.A.

The pending taxation case involves Fideuram Vitaincorporated by Compagnia Assicurazioni Internazionali di

Previdenza S.p.A., and islargely recuperative, aimed at obtaining payment by the finance authorities of debts resulting from
income declarations and reimbursement demands. In summary:

the disputes began with a taxation inspection concerning the taxation periods 1985 to 1990 by the Central Taxation
Inspectorate (Servizio Centrale degli | spettori Tributari—SEC.IT) after which IRPEG and ILOR taxation notices
were issued concerning the deductibility of the allocations to the mathematical reserves, commissions on purchases
and expenditure, where there were income exemptions. The consequent cases were concluded in favour of the
Company, after various levels of judgements:. the taxation periods 1985, 1986 and 1987 concluded with the
judgement of the Supreme Court, and the taxation periods 1988, 1989 and 1990 concluded with the final judgement
of the Rome Regiona Taxation Commission. Following the finalization of the cases, recovery actions were begun
and satisfactorily concluded, asindicated below;

for the tax period from 1991 to 2001—excluding 1994—the Company, purely on a precautionary basisin order to
avoid penalties, in itsincome tax return conformed with arguments sustained by the tax authorities and, in paralld,
made specific claims for reimbursement. This resulted, in addition to the 33 million euro overall, in over 16 million
euro in interest resulting from the income declarations, and a further 120 million euro as well as 34 million euroin
interest. To obtain the recognition of the latter it became necessary to undertake legal proceedings, currently
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pending in the Court of Cassation, after the favorable outcome of the proceedings in the first and second instance.
Except for the dispute relating to 1997 tax year involving the repayment of credits for an amount of 24 million euro
plus seven million euro in interest, for which favorable second-grade sentence was passed with afinal judgment. In
addition, the very recent sentence issued following the subsequent judgment of compliance established, the
Regional Tax Commission of Rome order the Tax Authorities to repay the credit requested as repayment of the
legal interest and expenses. Therefore, the repayment should take place in the very near future;

e during 2005 the credits resulting from the income tax declarations relating to the years 1987 to 1993 totaling
25 million euro plus 16 million of interest were repaid.

e intotal, the Company claims from the Treasury credits amounting to 138 million euro, plus 44 million euro in
interest, including 58 million of capital and interest, definitively due for recovery, and 124 million euro of capital
and interest, pending in the Court of Cassation. With regard to the latter, the Company's Board of Directors, in view
of the outcome of the proceedings, is of the opinion that the arguments sustained by the Tax Authorities are
groundless.

Sanpaolo IMI Bank International S.A.

On January 5, 2006 Sanpaolo IMI Bank International S.A. was notified by the Portuguese tax authorities of ajudgment
relating to 2001 in which the company was charged with failure to carry out withholding of interest from bonds for an amount
of 28 million euro, demanding its repayment together with compensating interest of five million euro. Subsequently, on
January 30, 2006, notification of further judgment was received in which the company the company was charged with same
omission for the year 2002 for an amount of 18 million euro for omitted withholdings and two million euro for compensating
interest.

It was immediately reported that the notification relating to 2001 must be considered as untimely, since the deadline for
the notification expired on December 31, 2005.

Therefore, from the substantive point of view, only the dispute relating to 2002 is effectively pending. In thisregard the
company intends to sustain that the conduct adopted was in conformity with Portuguese tax legislation. Should the local
authorities not share this opinion we consider, in any case, that it can be proved that 80% of the interest for 2002 was paid to
investors not resident in Portugal and therefore the amount of the withholdings to be paid and the interest must be reduced
proportionally. Asaresult, four million euro have been allocated in the company's financial statements against potential
commitments to the tax authorities.

12.3 Defined benefit company pension funds
12.3.1 Detailsof thefunds

Thisitem provides the information required by 1AS 19 for defined benefit funds, including that relating to the employee
termination indemnities which are part of them.

Asrequired by the international accounting standards with reference to plans that share the risk between various entities
under common control, the information detailed in the tables bel ow relates to the plans as a whole, with a note specifying the
Bank's share.

Asthey are defined benefit pension funds, the calculation of the actuarial values required by the adoption of IAS 19
"employee benefits' is performed by an independent Actuary, using the Projected Unit Credit Method, as shown in detail in
Part A—Accounting Policies.
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The defined benefits funds, to which certain Group companies are committed may be divided into:

e interna complementary retirement funds;

e external complementary retirement funds.
Theinternal funds include:

e The Retirement Fund for the Employees of Banca Popolare dell'Adriatico. Thisis a complementary pension fund
within the liabilities of the bank aimed at guaranteeing its members and beneficiaries a complementary retirement
pension in the form of a defined benefit (annuity). SANPAOLO IMI contributes to this fund on behalf of the
employees registered from the Banca Popolare dell'Adriatico.

e ThePension Fund for the Employees of Cassa di Risparmio di Venezia. Thisfund isaimed at covering the
commitments for future payments, to those entitled, according to the procedures defined in the internal rules.
SANPAOLO IMI contributes to this fund on behalf of the employees registered from the Cassa di Risparmio di
Venezia.

e Bank's employee supplementary fund (in addition to INPS benefits) of the Cassa di Risparmio di Gorizia, now
Friulcassa. Thisisa complementary pension fund within the assets of Friulcassa aimed guaranteeing the
pensioners, from the Cassa di Risparmio di Gorizia, a supplementary defined benefit pension.

»  Bank's employee supplementary fund (in addition to INPS benefits) of the Cassa di Risparmio di Udine e
Pordenone, now Friulcassa, a complementary pension fund within the assets of Friulcassa aimed guaranteeing its
members, from the Cassa di Risparmio di Udine e Pordenone, a supplementary defined benefit pension.

The external funds include:

»  Bank's employee supplementary fund for the employees of the dell'lstituto Bancario San Paolo di Torino, afund
with legal status and full economic independence pursuant to article 12 of the Italian Civil Code and independent
asset management. SANPAOLO IMI isjointly responsible for the commitments of the "Bank" to the employees
registered, the pensioners and third parties.

e The Complementary Pension Fund for the employees of Banco di Napoli—Section A is afoundation with legal
status and independent management of assets. SANPAOLO IMI isjointly responsible for the commitments of the
fund to the employees registered and the other beneficiaries of the former Banco di Napoli; to the retired staff
receiving the Supplementary Pension Check, formerly within SANPAOLO IMI; to the employees of the Cassa di
Risparmio in Bologna, formerly registered in Complementary Pension Fund for the Employees of said Bank,
transferred to the Complementary Pension Fund for the Employees of Banco di Napoli in 2004.

*  ThePension Fund for the Employees of the Cassa di Risparmio di Padova e Rovigo—Pensioners Section. Thisisa
fund with legal status and independence of assets pursuant to Article 12 of the Italian Civil Code and independent
management of assets. The Cassa di Risparmio di Padova e Rovigo does not make any contributions but is
committed to covering any technical deficit, resulting from the relevant actuarial assessment.
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12.3.2 Annual changein present value of defined benefit obligations

12/31/2005 12/31/2004
Employee Employee
termination  INTERNAL ~ EXTERNAL  termination INTERNAL  EXTERNAL
Defined benefit obligations indemnities PLANS PLANS indemnities PLANS PLANS
(€/mil)
Defined benefit abligations at
beginning of year 882 191 1,721 926 172 1,546
Current service costs 46 3 22 53 3 18
Recognized past service costs — — — — — —
Unrecognized past service costs — — — — — —
Interests costs 36 8 76 45 8 74
Recognized actuarial |osses 104 32 229 — — —
Unrecognized actuarial losses — — — 9 19 158
Positive exchange differences — — — — — —
Increases—business combinations 5 — — 14 — —
Participants contributions — — — — — —
Recognized actuarial gains -5 — (1) — — —
Unrecognized actuarial gains — — — (6) — —
Negative exchange differences — — — — — —
Benefits paid (60) (11) (173) (131) (11) (132)
Decreases—business combinations 1) — — (24) — —
Curtailments — — — — — (30)
Settlements — — — — — —
Other increases 2 — 7 — — 87
Other decreases 2) — — D — —
Defined benefit obligations at end
of year 1,001 223 1,881 885 191 1,721
Total unrecognized actuarial
gains — — — 6 — —
Total unrecognized actuarial
losses — — — 9 19 158
12/31/2005 12/31/2004
Analysis of defined benefit obligations Employee Employee
Liabilities of defined benefit obligations termination INTERNAL EXTERNAL termination INTERNAL EXTERNAL
pension plan indemnities PLANS PLANS indemnities PLANS PLANS
(€/mil)
a) unfunded plans 1,001 40 — 885 32 —
b) partly funded plans — — — — — —
c) wholly funded plans — 183 1,881 — 159 1,721




12.3.3 Annual changesin plan assets and other information

12/31/2005 12/31/2004
Annual changesin fair value of plan assets INTERNAL EXTERNAL INTERNAL EXTERNAL
Plan assets PLANS PLANS PLANS PLANS
(€/mil)
Fair value of plan assets at beginning of year 155 1,721 152 1,684
Expected return 6 76 7 83
Recognized actuarial |osses (7 — — —
Unrecognized actuarial losses — — — —
Positive exchange differences — — — —
Employer contributions 3 8 3 88
Participants contributions — — — —
Recognized actuarial gains — 44 — 31
Unecognized actuarial gains not recorded — — 4) )
Negative exchange differences — — — —
Benefits paid (20) (173) (20) (132)
Curtailments — — — (30)
Settlements — — — —
Other changes 4 3 7 —
Fair value of plan assets at end of year 151 1,679 155 1,721
Total unrecognized actuarial gains — — 4 3
Total unrecognized actuarial losses — — — —
12/31/2005 12/31/2004

INTERNAL EXTERNAL INTERNAL EXTERNAL

Plan assets PLANS % PLANS % PLANS % PLANS %
(€/mil)

Equity securities — — 356 21.2 — — 304 17.6
Debt securities 139 921 1,011 60.2 145 935 1,089 63.3
Real estate —- - 154 9.2 —- - 158 9.2
Insurance activities — — 124 74 — — 119 6.9
Other assets 12 79 34 20 10 65 51 3.0
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12.3.4 Reconciliation between the current value of the pension plan, the current value of plan assets and the assets
and liabilitiesrecognized in the financial statements.

12/31/2005 12/31/2004
Employee Employee
termination  INTERNAL  EXTERNAL  termination INTERNAL  EXTERNAL
Assets and liabilities recognized indemnities PLANS PLANS indemnities PLANS PLANS
(€/mil)

Current value of defined benefit
obligations 1,001 223 1,881 885 191 1,721
Fair value of the plan assets N/A 151 1,679 N/A 155 1,721
Fund status (1,001) (72) (202) (885) (36) —
Unrecognized actuarial gains
(summation of those accumulated) — — — 6 4 3
Unrecognized actuarial losses
(summation of those accumul ated) — — — (9) (29) (127)
Unrecognized past service costs — — — — — 13
Unrecognized assets because not
reimbursable N/A — — N/A — 144
Fair value of assets reimbursable by
third parties N/A — — N/A — —

— — — 3 (15) 33
Recognized assets — 151 — — 155 —
Recognized liabilities 1,001 223 202 882 176 33
12.3.5. Description of main actuarial assumptions
Actuarial assumptions
Employee termination indemnities 12/31/2005 12/31/2004
Discount rate 3.7% 4.3%
Expected increase in salaries 2.0% 2.0%
Inflation rate 2.0% 2.0%

12/31/2005 12/31/2004
Rate of Rate of

Rate of expected Rate of expected
Actuarial assumptions Discount expected salary Inflation Discount expected salary Inflation
INTERNAL PLANS rate return increases rate rate return increases rate
Banca popolare dell'Adriatico 3.9% N/A 2.0% 2.0% 4.5% N/A 2.0% 2.0%
Cassadi Risparmio di Venezia 4.0% 45% 2.0% 2.0% 45% 5.0% 2.0% 2.0%
Friulcassa (ex Crup) 35% 4.0% 2.0% 2.0% 4.0% 5.0% 2.0% 2.0%
Friulcassa (ex Carigo) 3.6% N/A 2.0% 2.0% 4.1% N/A 2.0% 2.0%
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12/31/2005 12/31/2004
Rate of Rate of
Rate of expected Rate of expected
Actuarial assumptions Discount expected salary Inflation Discount expected salary Inflation
EXTERNAL PLANS rate return increases rate rate return increases rate
Supplementary pension fund for
staff of Istituto Bancario Sanpaolo
di Torino 4.0% 4.5% 2.0% 2.0% 4.5% 5.0% 2.0% 2.0%
Supplementary pension fund for
staff of Banco di Napoli 3.7% 4.2% 2.0% 2.0% 4.2% 5.0% 2.0% 2.0%
Employee pension fund
Cariparo-retired employees
section 3.7% 4.2% 2.0% 2.0% 4.2% 5.0% 2.0% 2.0%
12.3.6 Comparative information
12/31/2005 12/31/2004 12/31/2003
Employee Employee Employee
termination INTERNAL EXTERNAL termination INTERNAL EXTERNAL termination INTERNAL EXTERNAL
State of the Fund indemnities PLANS PLANS indemnities PLANS PLANS indemnities PLANS PLANS
(€/mil)
Current value of
defined benefit
obligations 1,001 223 1,881 885 191 1721 926 172 1,547
Fair value of plan
assets N/A 151 1,679 N/A 155 1,721 N/A 152 1,684
Fund status (1,001) (72) (202) (885) (36) — (926) (20) 137
Adjustmentsto plan
assets — — — — — — — — —
Adjustmentsto
liabilities deriving
from the plan — — — — — — — — —
12.4 Provisionsfor risksand charges—other provisions
Caption/Value 12/31/2005 12/31/2004
(€/mil)

2. Other funds

2.1 legal disputes 551 547

2.2 personnel charges 415 448
staff leaving incentives 175 280
seniority bonuses to employees 117 83
sundry personnel charges 123 85

2.3 other risks and charges 493 530
other indemnities due to agents of the distribution network 95 62
renegotiation of mortgage loans 18 70
customers complaints on Cirio, Argentina and Parmalat placements 22 29
other 358 369
Total 1,459 1,525

12/31/2005 months

Aver age disbur sement times for the main appropriations subject to time discounting

Timing for use
of own resources

Total Provisions for legal disputes
Total Sundry personnel provisions
Total Sundry provisions for other risks and charges
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SECTION 13—TECHNICAL RESERVES—CAPTION 130

13.1 Technical reserves: break-down

D.

Casualty branch

Al premiumsfund

A2. clamsfund

A3. other reserves

Lifebranch

B1. Mathematical reserves

B2. Fundsfor amounts to be disbursed

B3. Other reserves

Technical reservesfor investment risksto be borne

by theinsured

C1. fundsfor contracts with disbursements connected
with pension funds and market indices

C2. fundsfrom pension fund management

Total technical reserves

13.2 Technical reserves. annual changes

A.

Casualty branches

—opening balance as at 12/31/04(*)
+/- effect of IFRS 4 adoption
+/- change to the reserve

Total casualty branch reserves

B.

Lifebranches

—opening balance as at 12/31/04(*)
+/- effect of IFRS 4 adoption
+/- change to the reserve

Total life branch reserves
Total technical reserves

(*) Excl.IFRS4

Direct Indirect Total
work work 12/31/2005
(€/mil)
76 — 76
52 — 52
23 — 23
1 — 1
18,356 — 18,356
17,588 — 17,588
73 — 73
695 — 695
3,681 — 3,681
3,681 — 3,681
22,113 — 22,113
12/31/2005
(€/mil)
76
61
15
76
22,037
38,788
(18,866)
2,115
22,037
22,113
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SECTION 14—REDEEMABLE SHARES—CAPTION 150
14.1 Redeemable shares: break-down
At December 31, 2005 the Group had not issued any redeemable shares.
SECTION 15—GROUP'SSHAREHOLDERS EQUITY—CAPTIONS 140, 160, 170, 180, 190, 200 AND 220

15.1 Group's shareholders' equity: break-down

Caption/Value 12/31/2005 12/31/2004
(€/mil)
1. Capita 5,239 5,218
2. Additional paid-in capital 769 725
3. Reserves(*) 4,298 4,575
4. (Own shares) (92) —
a) Parent Bank (51) —
b) Subsidiaries (41) —
5. Vaduation reserves 1,286 343
6. Capita instruments — —
7. Profit (loss) for the year attributable to the Group 1,983 1,447
Total 13,483 12,308

(*) Includes valuation reserves for companies carried at equity for 31 million euro.
15.2 " Capital and own shares": break-down

At December 31, 2005 the Parent Bank's capital, increased during the year by 21,544,600 euro following the exercise of
stock options assigned to management, was 5,239,223,740.80 euro, divided into 1,586,967,318 ordinary shares and
284,184,018 preference shares, both with anominal value of 2.8 euro.

At December 31, 2005 there were 4,774,774 SANPAOLO IMI shares held by the Group, representing 0.26% of capital,
set out on the basis of the new |AS/IFRS criteria as negative components in the shareholders' equity accounts, amounting to
51.0 million euro overall. These shares were held by the Parent Bank and its subsidiaries, aswell as by the collective
investment entities held within the Group's insurance business and wholly integrated in line with international standards.

In the year 2005, transactions on SANPAOLO IMI shares were as follows:

« the Parent Bank, not having carried out buying or selling transactions during the year, had 4,015,919 own sharesin
its portfolio (11.2 million euro nominal value), representing 0.21% of share capital, for avalue of 42.5 million euro;

e aspart of itsingtitutional dealing activity, at December 31, 2004, Banca IMI held 1,166 SANPAOLO IMI sharesin
its portfolio. During the year it acquired 4,399,256 shares (12.3 million euro nominal value) for a cost of around
52,3 million euro and sold 4,184,152 shares (11.7 million euro nominal value) for atotal cost of 49.6 million euro.
At December 31, 2005 the company therefore had 216,270 SANPAOLO IMI sharesin its portfolio (0.6 million
euro nominal value) equal to 0.01% of the share capital of the Parent Bank, for avalue of 2.7 million euro;

*  during the year, Banca Fideuram, sold off all SANPAOLO IMI sharesit had in its portfolio at the beginning of the
financial period;
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e a December 31, 2004, the collective investment entities, mainly owned by the subsidiary A.l.P. and consolidated
for the first time according to IAS/IFRS standards, held atotal of 519,585 shares (1.5 million euro nominal value)
for avalue of 5.4 million euro. During the half year, these companies acquired 544,000 SANPAOLO IMI shares
(2.5 million euro nominal value) for atotal of 6.5 million euro and sold 521,000 shares (1.5 million euro nominal
value) for atotal of 6.1 million euro. Therefore at December 31, 2005, these companies held 542,585 SANPAOLO
IMI shares (1.5 million euro nominal value), equal to 0.03% of the share capital of the Parent Bank, for a value of
5.8 million euro.

In the light of the amount of own sharesin the portfolio, the Parent Bank and Banca IMI have the same amount in the
non-disposable reserve required by law.

The own shares of the subsidiaries refer to Banca Fideuram S.p.A. sharesin that bank's portfolio.

At December 31, 2005 those shares, held exclusively by Banca Fideuram in support of the stock option plan, numbered
12,655,273 (2.4 million euro nominal value), equal to 1.3% of share capital (14,997,000 at 12/31/2004).

In application of IAS 32, these shares are shown, at historic values, in adjustment of Banca Fideuram's shareholders
equity (including the third party quota) for 54.4 million euro.

The number of own shares decreased in the second half of 2005, following the exercise of 2,341,727 stock optionsin the
context of the 2004 Incentive plan, which provides for the assignment to the Group's Private Bankers of optionsto acquire
Banca Fideuram sharesin the ratio of one option per share, to be exercised in the period June-December 2005 at the unit price
of 4.43 euro. Following the exercise of the stock options, 2,341,727 shares had been sold.
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15.3 Capital—Number of parent company shares: annual changes

Caption/Type Ordinary Other

A. Number of sharesat the beginning of the year 1,475,122,818 388,334,018
—fully paid-up shares 1,475,122,818 388,334,018
—shares not fully paid up — —
A.1 Own shares(-) (4,774,774) —
A.2 Sharesin circulation: opening balance 1,470,348,044 388,334,018
B. Increases 111,844,500 —
B.1 New issues 111,844,500 —
—on apayment basis; 111,844,500 —
—business combinations — —
—conversion of bonds — —
—exercise of warrants — —
—other 111,844,500 —
—on afree basis: — —
—in favor of employees — —
—in favor of directors — —
—other — —
B.2 Saleof own shares — —
B.3 Other changes — —

C. Decreases — (104,150,000)
C.1 Cancellation — —
C.2 Purchase of own shares — —
C.3 Saeof companies — —

C.4 Other changes — (104,150,000)
D. Sharesin circulation: closing balance 1,582,192,544 284,184,018
D.1 Own shares(+) 4,774,774 —
D.2 Number of shares at the end of the year 1,586,967,318 284,184,018
—fully paid-up shares 1,586,967,318 284,184,018

—shares not fully paid up

15.4 Capital—Other information

Further information on the calculation of "diluted” profit per share can be found in Part C—Section 24 of these Notes.
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15.5 Incomereserves: Other information

Further information on the availability and possibility for distribution of Parent Bank profits can be found in Part B
section 14 of SANPAOLO IMI S.p.A. financia statements.

15.6 Valuation reserves: break-down

Caption/Value 12/31/2005 12/31/2004
(€/mil)
1. Available for sale investments 1,157 —

2. Tangible assets — —
3. Intangibl e assets — —
4. Foreign investment on hedge — —
5. Cash-flow hedge (18) —
6. Exchange differences — —
7. Discontinued operations — —

8. Special revaluation laws 346 343
9. Recognition of actuarial gains/losses (199) —
Total 1,286 343

It should be noted that the Group, in application of paragraphs 93B-93D of 1AS 19, as amended by regulation 1910/205
of November 8, 2005, recorded actuarial losesin a specia reserve under equity, net of deferred tax, relating to the defined
benefit pension funds and the empl oyee termination indemnities for atotal amount of 199 million euro. Thisamount is
included in the caption Recognition of actuarial gains/losses.

15.7 Valuation reserves. annual changes

Recognition
Available Foreign of actuarial Special
for sale Tangible Intangible investment Cashflow Exchange gaing/ revaluation
investments assets assets hedge hedge differences losses laws
(€/mil)

A. Opening balance — — — — — — — 343
B. Increases 1,296 — — — 5 — — 3

B.1 Increasesin fair

value 544 — — — 4 — — —

B.2 Other changes 752 — — — 1 — — 3
C. Decreases 139 — — — 23 — 199 —

C.1 Decreasesin fair

value 50 — — — 2 — 199 —

C.2 Other changes 89 — — — 21 — — —
D. Closing balance 1,157 — — — (18) — (199) 346

With regard to the valuation reserves on available for sale investments and Cashflow hedge, it should be emphasized that
"Other changes', increasing or decreasing, include the recognition of positive or negative valuation reserves recorded in the
course of the first application of IAS 32 and 39 and IFRS 4 for atotal of 691 million euro (-15 million euro of valuation
reserves for Cashflow hedge and 706 million euro for available for sale investments). It should also be noted that valuation
reserves for available for sale investments do not include the component of the insured parties attributable to the evaluation of
products included under separate management of insurance business ("shadow accounting").
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15.8 Valuation reserves of available for sale investments:

break-down

12/31/2005 12/31/2004
Positive Negative Positive Negative
reserve reserve reserve reserve
(€/mil)

1. Debt securities 130 (2) — —
2. Equity instruments 1,039 (10) — —
3. Investments fund units 2 (2) — —
4. Loans — — — —
Total 1,171 (24) — —

15.9 Valuation reserves of available for sale investments:

annual changes

1. Opening balance
2. Positive changes
2.1 Increasesin fair value
2.2 Redllocation of negative reserves to statement of
income:
—due to impairment
—dueto realization
2.3 Other changes
3. Negative changes
3.1 Decreasesin fair value
3.2 Adjustments to impairment
3.3 Reallocation to statement of income from
positive reserves:
—dueto realization
3.4 Other changes
D. Closing balance

Debt OICR
securities Equities shares Loans
(€/mil)
225 1,067 4 —
16 527 1 —
2 — — —
207 540 3 —
97 38 4 —
38 10 2 —
39 — 2 —
20 28 — —
128 1,029 — —

SECTION 16—MINORITY INTEREST—CAPTION 210

16.1 Shareholders' equity attributable to minority interests: break-down

Caption/Value 12/31/2005 12/31/2004
(€/mil)

1. Capital 104 115
2. Additional paid-in capital — —
3. Reserves 81 108
4. (Own shares) (14) —
5. Valuation reserves 5 4
6. Capital instruments — —
7. Profit (loss) attributable to minority interests 57 55
Total 233 282
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16.2 Valuation reserves: break-down

Caption/Value

12/31/2005 12/31/2004

1. Available for sale investments
2. Tangible assets

3. Intangible assets

4. Foreign investment on hedge
5. Cash-flow hedge

6. Exchange differences

7. Discontinued operations

8. Special revaluation laws

Tota

16.3 Capital instruments:. break-down and annual changes

At 12/31/2005 the Group's companies had no types of capital instruments.
16.4 Valuation reserves of available for saleinvestments: break-down
At 12/31/2005 there were no valuation reserves for available for sale investments attributable to minority interests.

16.5 Valuation reserves: annual changes

(€/mil)

Available
for sale
investments

Foreign
investment
hedge

Cashflow Exchange Discontinued
hedge differences operations

revaluation

A. Opening balance —
B. Increases —
B.1 Increasesin fair
value —
B.2 Other changes —
C. Decreases —
C.1 Decreasesin fair
value —
C.2 Other changes —
D. Closing balance —

F-92

(&)




OTHER INFORMATION

1. Guaranteesgranted and commitments

Transactions 12/31/2005
(€/mil)

1) Financial guarantees granted 8,767
a) Banks 368
b) Customers 8,399

2) Commercial guarantees granted 12,598
a) Banks 610
b) Customers 11,988

3) Irrevocable commitments to grant finance 26,595
a) Banks 4,021

i) certain to be called on 3,333
ii) not certain to be called on 688
b) Customers 22,574
i) certain to be called on 1,735
ii) not certain to be called on 20,839

4) Underlying commitments to credit derivatives: sale of protection 1,892

5) Assets lodged to guarantee minority interest 48

6) Other commitments 5,407

Total 55,307

2. Assetslodged to guarantee own liabilitiesand commitments

Portfolios 12/31/2005
(€/mil)

1. Investments held for trading 1,660
2. Investments designated as at fair value 249
3. Available for sale investments 1,483
4. Held-to-maturity investments 1,799
5. Loans to banks 2,236
6. Loans to customers 4,138

7. Tangible assets —

4. Break-down of investmentsincluding unit-linked and index-linked policies

Below is detailed information on the assets and liabilities corresponding to unit-linked and index-linked policies, set out
in the format required by ISVAP provisions.

12/31/2005
Disbursementsin
connection with
pension Disbursementsin
funds and market connection with pension
indices fund management Total
(€/mil)
Assets on the balance sheet 21,832 — 21832
Infra-group assets 5,480 — 5,480
Total Assets 27,312 — 27,312
Financial liabilities on the balance sheet 22,413 — 22,413
Technical reserves on the balance sheet 3,681 — 3,681
Infra-group liabilities — — —
Total Liabilities 26,094 — 26,094
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5.  Administration and dealing on behalf of third parties

Type of services’Amount 12/31/2005
(€/mil)

1. Financial instruments dealing on behalf of third parties

a) Purchases
1. settled 99,476
2. not settled 37
b) Sales
1. settled 99,547
2. not settled 36
2. Portfolio management
a) individua 74,745
b) collective 37,353

3. Custody and administration of securities
a) Third-party securities held on deposit in connection with depositary bank's
services (excluding asset management)

1. securitiesisssued by companies included in the scope of consolidation 36

2. other 97,275
b) other third-party securities held on deposit (excluding asset management): other

1. securitiesisssued by companiesincluded in the scope of consolidation 17,243

2. other 205,109
¢) third-party securities deposited with third parties 194,701
d) own securities deposited with third parties 103,025

4. Other transactions

a) Orders collection 88,685
b) Income from third-party loans on portfolio transactions 17,047
¢) Tax collection activities

1. Amounts collected on behalf of tax offices 36,215

2. Amounts collected on mandate from preceding collectors 469

3. Amounts collected on mandate from collectors in other districts 3,477

4. Other amounts collected on behalf of other entities 153
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Quantitative information on derivative contracts and forward transactions on currency

The following table shows the nominal notional capital, divided by type, the forward sales of currency and the derivative
contracts on interest rates, exchange and share prices for all the companies consolidated on aline-by-line basis.

Interest Exchange Stockmarket
Notional amounts raterelated raterelated index related Other Total
(€/mil)
OTC trading contracts
—Forward(a) 92,056 22,189 — — 114,245
—Swap(b) 857,394 845 — — 858,239
—Options purchased 40,144 18,468 3387 250 62,249
—Options sold 68,698 19,345 3,503 — 91,546
—Other 4,920 205 — 325 5,450
Listed trading contracts
—TFutures purchased 49,850 63 98 — 50,011
—Futures sold 47,952 68 75 — 48,095
—Currency against currency futures — 231 — — 231
—Options purchased 3,558 — 6,344 — 9,902
—Options sold 8,048 — 6,456 — 14,504
—Other — — 2 — 2
Total dealing contracts 1,172,620 61,414 19865 575 1,254,474
Total hedging contracts 11,351 2,503 8,918 — 22,772
Overall total 1,183,971 63,917 28,783 575 1,277,246
—of which unlisted contracts 1,074,563 63,556 10,904 575 1,149,598

(& IncludesF.R.A. contracts and forward currency purchase/sale transactions.

(b) Mainly includes|.R.S., C.I.R.S. and basis swap contracts.
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APPENDIX TO PART B—ESTIMATION OF THE FAIR VALUE OF FINANCIAL INSTRUMENTS

The table below compares the fair value of the financial instruments with their relative value in the financial statements
and summarizes the outcome already presented in Part B in the information given in the tables requested by the Bank of Italy.

Valuein financial

statements Fair value Potential capital
at 12/31/2005 at 12/31/2005 gain (loss)
(€/mil)
Assets
Cash and cash equivalents 1,107 1,107 —
Investments held for trading 25,037 25,037 —
Financial assets evaluated at fair value 22,528 22,528 —
Available for sale investments 29,837 29,837 —
Held-to-maturity investments 2,535 2,533 (2)
Loansto banks 28,836 28,814 (22)
Loans to customers 139,507 141,237 1,730
Hedging derivatives 435 435 —
Liabilities
Due to banks 35,682 35,773 (91)
Due to customers 92,306 92,306 —
Securitiesissued 46,985 47,240 (255)
Financial liabilities held for trading 11,342 11,342 —
Financial liabilities evaluated at fair value 25,939 25,939 —
Hedging derivatives 730 730 —
Total potential capital gain/loss 1,360

Asalready highlighted in Part A of these Explanatory Notes, the fair value of financial instruments has been determined
using the following methods and key assumptions:

«  for debt securities owned by the Group, independently of the classifications provided by IAS 39, the SANPAOLO
IMI Group adopted a specific procedure for the determination of the situations constituting an active market based
on an analysis of the trading volumes, the range of price movements and the number of listings on the market.
When no active market is found, comparable situations are to be identified with the same financia characteristics of
the instrument or, as alast resort, cash flows are actualized that include al factors that could have an impact of the
value of the instrument (e.g. credit risk, volatility and illiquidity);

« forfinancial (asset and liability) captionswith aresidual term equal to or less than 18 months, fair value was
reasonably assumed to equal carrying value;

« for loans and deposits on demand, the maturity date of contractual obligations was assumed to be immediate and to
coincide with the date of the financia statements; hence fair value was taken at the carrying value;

e for medium-long term loans to customers, fair value was measured using internally defined measurement
techniques involving the time discounting of residual contractual flows at current interest rates, adjusted to take into
account the credit rating of each individual borrower (the probability of default resulting from the rating) and loss
given default;

e forimpaired assets, fair value was taken at book value;
«  for medium-long term liabilities, consisting of unsecured securities or deposits, fair value was measured by time

discounting contractual flows at rates which the Group, at the time of measurement, could apply on the market of
reference at the date of the financia statements for
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similar deposits; in the case of Tier 1 subordinated |oans, account was taken of the virtual impossibility of
anticipated repurchase/reimbursement and the existence of any clauses/options in favor of the issuer;

e for medium-long term liabilities and structured securities issued, hedged for variationsin fair value, the book value,
aready adjusted for the effects of fair value hedging attributable to the risk covered, was taken as an approximation
of the fair value, on the assumption that there had been no significant deviations in the credit spread of the issuer
since origination and that there were no other particular or significant risk elements that could impact the fair value.

The parameters assumed and models used may differ from one financial institution to another, hence where different
assumptions are used, the results may significantly differ. IAS/IFRS exclude certain financial instruments (e.g. deposits on
demand) and non-financia instruments (e.g. goodwill, tangible assets, equity investments, etc.) from the fair value option,
and therefore overall fair value cannot be taken as an estimate of the economic value of the Group.
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PART C—INFORMATION ON THE CONSOLIDATED STATEMENT OF INCOME
SECTION 1—INTERESTS—CAPTIONS 10 AND 20

Interest: contribution by type of asset

12/31/2005
(€/mil)
10. Interest income and similar revenues 8,235
20. Interest expenses and similar charges (3,786)
30. I nterest income 4,449
of which: banking group 3,747
of which: insurance sector 702
1.1 Interest income and similar revenues: break-down
Performing
investments
Debt Impaired Other
Captions/Technical types securities  Loans investments assets 12/31/2005
(€/mil)
1. Investments held for trading 441 — — — 441
2. Investments designated at fair value 194 — — 44 238
3. Available for sale investments 831 — — — 831
4. Held-to-maturity investments 45 10 — — 55
5. Due from banks 28 579 — — 607
6. Loans to customers 6 5727 122 — 5,855
7. Hedging derivatives(*) X X X 111 111
8. Investments sold and not cancelled — 46 — — 46
9. Other assets X X X 51 51
Total 1,545 6,362 122 206 8,235

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

Interests matured on investments sold and not cancelled (in relation to repurchase agreements) are summarized in the
asset categories.

1.3 Interest income and similar revenues: other information
131 Interest income on financial assetsin currencies

At December 31, 2005 income on financial assets in currencies amounted to 498 million euro.
1.3.2 Interestincomeon financial leasing operations

At December 31, 2005 income on financial leasing operations amounted to 233 million euro.

Deferred financial gains relating to financial leasing amounted to 698 million euro. This profit is gross of the cost of
collection.
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1.3.3 Interest incomeon loansusing public funds
At December 31, 2005 the Group did not have significant interest income on loans using public funds.

1.4 Interest expensesand similar chargesbreak-down

Other
Captions/Technical types Debts Securities liabilities 12/31/2005
(€/mil)

1. Dueto banks (761) X (151) (912)
2. Dueto customers (1,138) X (4) (1,142)
3. Securities issued X (1,504) (90) (1,594)
4. Financial liabilities held for trading — (2) (42) (44)
5. Financial liabilities designated as at fair value — — (31) (31)
6. Liabilities corresponding to assets sold and not cancelled — (42) — (42)
7. Other liabilities X X (21) (21)
8. Hedging derivatives(*) X X — —
Total (1,899) (1,548) (339) (3,786)

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

Interests matured on financial liabilities associated to assets sold and not cancelled (repurchase agreements) are included
in due to custmers or banks according to the nature of the counterparty in the transactions.

1.6 Interest expensesand similar charges: other information
16.1 Interest expense on liabilitiesin currencies
At December 31, 2005 income on liabilities in currencies amounted to 577 million euro.
1.6.2 Interest expenseon liabilitiesfor financial leasing operations
At December 31, 2005 the Group did not have significant interest expense on liabilities for financia |easing operations.
1.6.3 Interest expenseon loansusing public funds
At December 31, 2005 the Group did not have significant interest income on loans using public funds.
SECTION 2—COMMISSIONS—CAPTIONS 40 AND 50

Commissions: contribution by type of asset

12/31/2005
(€/mil)
40. Commissions income 4,166
50. Commissions expense (758)
60. Net commissions 3,408
of which: banking group 3,476
of which: insurance sector (68)
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2.1 Commissionsincome: break-down

Type of services/Value 12/31/2005
(€/mil)
a) Guarantees granted 101
b) Credit derivatives —
¢) Management, dealing and advisory services: 2,182
1. financial instruments trading 71
2. currency trading 30
3. portfolio management 1,421
3.1 individual 276
3.2 collective 1,145
4. custody and administration of securities 60
5. depositary bank 128
6. placement of securities 102
7. acceptance of instructions 84
8. advisory services 26
9. distribution of third party services 260
9.1 portfolio management 131
9.1.1 individual —
9.1.2 collective 131
9.2 insurance products 129
9.3 other products —
d) Collection and payment services 356
€) Servicing for securitization transactions —
f) Servicesfor factoring transactions —
0) Tax collection services 193
h) Other services 1,334
Total 4,166
Analysis of the caption " Other services' 12/31/2005
(€/mil)
L oans granted 294
Deposits and current account overdrafts 340
Insurance services 374
Current accounts 179
Other 147
Total 1,334
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2.2 Commissionsincome: productsand services distribution channels

Channel/Value 12/31/2005
(€/mil)
a) With own operating points: 1,151
1. portfolio management 1,017
2. placement of securities 34
3. third party services and products 100
b) Outside supply: 575
1. portfolio management 404
2. placement of securities 11
3. third party services and products 160
c¢) Other distribution channels 57
1. portfolio management —
2. placement of securities 57
3. third party services and products —
Total 1,783
2.3 Commissions expense: break-down
Service/Value 12/31/2005
(€/mil)
a) Guarantees received (13)
b) Credit derivatives —
¢) Management and dealing services (488)
1. financial instruments trading (24)
2. currency trading (1)
3. portfolio management: (36)
3.1 own portfolio (18)
3.2 third party portfolio (18)
4. custody and administration of securities (28)
5. placement of financial instruments (18)
6. door-to-door sales of securities, financial products and services (381)
d) Collection and payment services (100)
€) Other services (157)
Total (758)
Analysis of the caption " Other services' 12/31/2005
(€/mil)
Dealing activities on |oan transactions (12)
L oans obtained (80)
Insurance services (16)
Other (49)
Total (157)
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SECTION 3—DIVIDENDS AND OTHER REVENUES—CAPTION 70

3.1 Dividendsand other revenues: break-down

12/31/2005
Income
from

OICR

Caption/Income Dividends shares
(€/mil)

A. Investments held for trading 317 —
B. Available for sale investments 99 1
C. Investments designated at fair value 58 —
D. Equity investments — X
Total 474 1

SECTION 4—PROFITS (LOSSES) ON FINANCIAL TRADING ACTIVITIES—CAPTION 80

4.1 Profits (losses) on financial trading activities: break-down

12/31/2005
Profit on Capital Losseson
Capital gain trading losses trading Net income
Transaction/lncome component (A) (B) © (D) [(A+B) - (C+D)]
(€/mil)

1. Held-for-trading financial assets 147 835 (169) (575) 238
1.1 Debt securities 63 320 (39) (330) 14
1.2 Equities 84 504 (130) (241) 217
1.3 OICR shares — — — — —
1.4 Loans — — — — —
1.5 Other — 11 — (4) 7

2. Financial liabilities held for

trading — — — — —
2.1 Debt securities — — — — —
2.2 Debts — — — — —
2.3 Other — — — — —

3. Other financial assets and

liabilities: exchange differences X X X X 40

4. Derivative instruments 1,742 35,565 (1,241) (36,354) (174)
4.1 Financial derivatives 1,728 35,550 (1,112) (36,342) (162)

—o0n debt securities and interest
rates 871 34,530 (357) (34,874) 170
—o0n equities and equity indices 608 696 (421) (881) 2
—on currencies and gold X X X X 14
—others 249 324 (334) (587) (348)
4.2 Credit derivatives 14 15 (29) (12) (12)
Total 1,889 36,400 (1,310) (36,929) 104

During the year no significant losses or devaluations were recorded in dealing income due to deterioration of debtor's
credit status.
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SECTION 5—FAIR VALUE ADJUSTMENTSIN HEDGE ACCOUNTING—CAPTION 90

5.1 Fair value adjustmentsin hedge accounting: break-down

Income component/Value 12/31/2005
(€/mil)
(A) Tota income from hedging activities 882
(B) Total charges from hedging activities (886)
(C) Net hedging income (A-B) 4)

SECTION 6—PROFITS (LOSSES) FROM SALES/REPURCHASES—CAPTION 100

6.1 Profits (losses) from sales/repur chases: break-down

12/31/2005
Net
Caption/I ncome component Profits L osses income
(€/mil)
Investments
1. Loansto banks(*) — ) )
2. Loans to customers(*) 73 (15) 58
3. Available for sale investments 390 (43) 347
3.1 Debt securities 152 (18) 134
3.2 Equities 201 (22) 179
3.3 OICR shares 36 3) 34
3.4 Loans 1 — 1
4. Held-to-maturity investments — — —
Total assets 464 (59) 404
Financial liabilities
1. Due to banks — — —
2. Dueto customers — ) )
3. Securities issued 5 (14) 9)
Total liabilities 5 (15) (10)

(*) Inaddition to profits/losses from sales, also includes penalties for early settlement of debts.
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SECTION 7—PROFITS (LOSSES) ON FINANCIAL ASSETSAND LIABILITIESDESIGNATED ASAT FAIR
VALUE—CAPTION 110

7.1 Profits (losses) on financial assets and liabilities designated as at fair value: break-down

12/31/2005
Profits on Losseson
Capital gain disposals Capital losses disposals Net income
Transaction/lncome component (A) (B) ©) (D) [(A+B) - (C+D)]
(€/mil)

1. Investments 1,369 792 (171) (124) 1,866
1.1 Debt securities 816 413 (171) (32) 1,026
1.2 Equities 539 349 — (76) 812
1.3 OICR shares 14 12 — 1) 25
1.4 Loans — 18 — (15) 3

2. Financial liabilities 36 — (1,562) — (1,526)
2.1 Debt securities 36 — (62) — (26)
2.2 Due to banks — — — — —
2.3 Due to customers — — (1,500) — (1,500)

3. Other financial assetsand

liabilities: exchange differences X X X X (108)

4. Derivative instruments
4.1 Financial derivatives 18 21 () (21) (13)

—on debt securities and
interest rates 9 1 — — 10
—o0n equities and equity
indices 9 20 () (21) 7
—on currencies and gold X X X X (30)
—other — — — — —
4.2 Credit derivatives — — — — —
Total derivatives 18 21 D (21) (13)
Total 1,423 813 (4,734) (145) 219

Evaluation of financial liabilities refers essentially to insurance policies where the total risk is retained by the insured
parties.

During the year no significant losses or devaluations were recorded in financial liabilities evaluated at fair value due to
deterioration of debtor's credit status.

SECTION 8—IMPAIRMENT LOSSES/WRITE-BACKS—CAPTION 130

8.1 Impairment losses/write-backs: break-down

12/31/2005
Adjustments(1) Write-backs(2)
Specific Specific Portfolio
Dueto Other Dueto Other Total
Transaction/Income component  Cancellations  Other  Portfolio  interests  write-backs interests  write-backs  (3)=(1)+(2)
(€/mil)
A. Loans to banks — ) (D) — 3 — — 1
B. Loansto customers (13) (614) (192) 48 327 — 6 (438)
Total (13) (615)  (193) 48 330 — 6 (437)
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8.2 Impairment losses/write-backsto investments available for sale: break-down

12/31/2005
Adjustments(1) Write-backs(2)
Specific Specific
Dueto Other Total
Transaction/I ncome component Cancellations  Other interests Write-backs =D+
(€/mil)

A. Debt securities — — — — —
B. Equities — (2) X X (1)
C. OICR shares — — X — _
D. Loans to banks — — — — —
E. Loans to customers — — — — —
F. Total — 1) — — 1)

8.3 Impairment losses/write-backsto investments held to maturity: break-down

No impaired losses/write-backs to investments held to maturity were recorded during the year.

8.4 Impairment losses/write-backsto other financial transactions: break-down

12/31/2005

Adjustments(1)

Write-backs(2)

Transaction/Income component  Cancellations  Other

Specific Portfolio Specific Portfolio
Dueto Other Dueto Other Total
interests  write-backs interests  write-backs  (3)=(1)+(2)
(€/mil)

A. Guarantees granted — —
B. Credit derivatives — —
C. Commitments to grant

finance —  (249)
D. Other transactions — —
Total —  (24)

SECTION 9—NET INSURANCE PREMIUM S—CAPTION 150

9.1 Net insurance premiums: break-down

A. Lifebranch
A.1 Gross premiums accounted for (+)
A.2 Premiums ceded for reinsurance (-)
A.3Totd
B. Casualty branch
B.1 Gross premiums accounted for (+)
B.2 Premiums ceded for reinsurance (-)
B.3 Changes of the gross amount of premium reserve
(+/-)
B.4 Changesin premium reserves reassured with third
parties (-/+)
B.5 Total
C. Total net insurance premiums

(5) o= 25 = =
(5) — 25 — —
Direct Indirect Total
work work 12/31/2005
(€/mil)
3,568 — 3,568
3,573 — 3,573
(5) X ()
3,568 — 3,568
31 — 31
61 — 61
(21) X (21)
(13) — (13)
4 — 4
31 — 31
3,599 — 3,599
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SECTION 10—BALANCE OF OTHER INCOME/CHARGES ARISING ON INSURANCE

ACTIVITIES—CAPTION 160

10.1 Balance of other income/charges arising on insurance activities: break-down

1. Net change in technical reserves

2. Claims accrued and paid during the year

3. Other income/charges arising on insurance activities
Total

10.2 Break-down of sub-caption " Net changein technical reserves’

1. Lifebranch
A. Technical reserves
A.1 Gross annual amount
A.2 (-) Amount reassured with third parties
B. Other technical reserves
B.1 Gross annua amount
B.2 (-) Amount reassured with third parties
C. Technical reserves for investment risks to be borne by the insured
C.1 Gross annual amount
C.2 (-) Amount reassured with third parties
Total life branch reserves
2. Casualty branch
Changesin other technical reserves of casualty branch other than claims fund net of
ceded reinsurance

10.3 Break-down of sub-caption " Claims accrued during the year"

Life branch: charges associated to claims, net of reinsurance ceded
A. Amounts paid
A.1 Gross annual amount
A.2 (-) Amount reassured with third parties
B. Changes of funds for amounts to be disbursed
B.1 Gross annua amount
B.2 (-) Amount reassured with third parties
Total life branch claims

Casualty branch: charges associated to claims, net of recoveriesand reinsurance

ceded
C. Amounts paid:
C.1 Gross annual amount
C.2 (-) Amount reassured with third parties
D. Changes of recoveries, net of amounts reassured with third parties
E. Changesin claims fund
E.1 Gross annual amount
E.2 (-) Amount reassured with third parties
Total life branch claims
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(€/mil)

12/31/2005

(2,295)
(1,981)

(220)
(4,496)

(€/mil)

12/31/2005

(2,258)
2

(136)
92

12/31/2005
(€/mil)

(1,968)

(1,9&)
(15)

2)

(13)




10.4. Break-down of sub-caption " Other income/charges arising on insurance activities'

12/31/2005
(€/mil)
Other income 17
10.4.1 Lifebranch 6
10.4.2 Casualty branch 11
Other expenses (237)
10.4.1 Life branch (231)
10.4.2 Casualty branch (6)
SECTION 11—ADMINISTRATIVE COSTS—CAPTION 180
11.1 Personnel costs: break-down
Type of costs/Value 12/31/2005 12/31/2004
(€/mil)
1) Employees
a) Wages and salaries (1,971) (1,972)
b) Social security charges (521) (508)
¢) Provision for termination indemnities (38) (34)
d) Social security costs 5) (1)
€) Accrualsto provision for termination indemnities (82) (99)
f) Accrualsto pension funds and similar funds (31) (14)
—defined contribution 1) —
—defined benefit (30) (24)
g) Amounts paid to external complementary social security funds (59) (54)
—defined contribution (57) (52)
—defined benefit (2) (2)
h) Costs arising on payment agreements based on own financial (7) (2)
instruments
i) Other benefitsin favor of employees (103) (107)
2) Other personnel (7 (13)
3) Directors (15) (17)
Total (2,839) (2,821)
11.2 Average number of employees by category
12/31/2005 12/31/2004
Employees 43,181 43,244
1. executives 821 818
2. Total managers 13,673 13,499
—third and fourth level managers 5,016 5,195
3. other employees 28,687 28,927
Other personnel 245 260
Total 43,426 43,504
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11.3 Defined benefit company pension funds: total costs

12/31/2005 12/31/2004

Employee Employee

termination INTERNAL EXTERNAL  termination INTERNAL EXTERNAL
Costsrecorded at statement of income indemnity PLANS PLANS indemnity PLANS PLANS

(€/mil)

Employee benefit plan costs related
to work performance (46) (©)) (22) (53) 3) (18)
Financial costs of determining the
present value of the defined benefit
obligations (36) (8) (76) (45) (8) (74)
Expected profit from the fund's
assets N/A 6 76 N/A 7 83

Reimbursement from third parties
Recognized actuarial |osses
Recognized actuarial income
Employee benefit plan costs related
to past work performance(*)
Reduction of the Fund

Payment of the fund

Assets incurred in the year and not
recognised

(*) Yearly quota

At December 31, 2005 costs relating to the pension funds had been entered directly in Shareholders' equity for

199 million euro after tax.

11.4 Other benefitsin favor of employees

Other benefitsin favor of employees essentially include provisions for employee seniority bonuses.
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11.5 Other administrative costs: break-down

IT costs
Software maintenance and upgrades
External data processing
Maintenance of operating assets
Data transmission charges
Database access charges
Equipment leasing charges
Property costs
Rental of premises
Security services
Cleaning of premises
Maintenance of property owned by the Bank
Maintenance of |easehold premises
General expenses
Postal and telegraph charges
Office supplies
Transport and counting of valuables
Courier and transport services
Other expenses
Professional and insurance fees
Professional fees
Lega and judiciary expenses
Insurance premiums banks and customers
Investigation/commercial information costs
Promoation, advertising and marketing expenses
Advertising and entertainment
Contributions and membership fees to trade unions and business
associations
Indirect personnel costs
Indirect personnel expenses
Utilities
Energy
Telephone
Recoveries
Total
Indirect duties and taxes
—stamp duties
—substitute tax (Pres. Decree 601/73)
—Ilocal property taxes
—tax on stock exchange contracts
—non-recoverable VAT on purchases
—other
Recoveries
Total
Total other administrative costs
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12/31/2005 12/31/2004

(€/mil)

(399)
(148)
(76)
(54)
(48)
(50)
(23)
(299)
(180)
(35)
(31)
(24)
(29)
(205)
(61)
(33)
(20)
(21)
(70)
(307)
(159)
(53)
(57)
(38)
(132)
(114)
(18)

(101)
(101)
(80)
(48)
(32)
64
(1,459)
(315)
(216)
(53)
(12)
(4)
9)
(21)
260
(55)
(1,514)

(423)
(128)
(93)
(60)
(73)
(45)
(24)
(290)
(179)
(34)
(32)
(26)
(19)
(231)
(58)
(31)
(22)
(20)
(100)
(283)
(156)
(56)
(45)
(26)
(101)
(82)
(19)

(106)
(106)
(85)
(48)
(37)
45
(1,474)
(251)
(169)
(35)
(14)
(7)
(7)
(19)
200
(51)
(1,525)




SECTION 12—NET PROVISIONS FOR RISKSAND CHARGES—CAPTION 190

Break-down of caption 190 " Net provisionsfor risksand char ges"

12/31/2005

Provisions Uses Total

(€/mil)
Accrualsfor legal disputes (128) 6 (122)
Accrualsfor other personnel charges (8) 1 (7)
Accruals for sundry charges (107) 183 76
Total (243) 190 (53)
Total 12/31/2004 (244) 28 (216)

Further information on the Group's operational risks and current litigation can be found in Part E of these Notes.
SECTION 13—NET ADJUSTMENTSTO TANGIBLE ASSETS—CAPTION 200

13.1 Net adjustmentsto tangible assets. break-down

Impairment 12/31/2005
Depreciation adjustments Write-backs net income
Asset/I ncome component (a) (b) (© (atb-c)
(€/mil)
A. Tangible assets
A.1 Owned by the Bank (220) (5) — (225)
— for business use (219) (4) — (223)
— for investment (1) D — 2)
A.2 Leased (14) — — (14)
— for business use (14) — — (14)
— for investment — — — —
Total (234) (5) — (239)
Total 12/31/2004 (238) (4) — (242)

SECTION 14—NET ADJUSTMENTSTO INTANGIBLE ASSETS—CAPTION 210

14.1 Net adjustmentsto intangible assets: break-down

Impairment 12/31/2005
Amortization adjustments Write-backs net income
Asset/| ncome component (a) (b) (0 (at+b-c)
(€/mil)
A. Intangible assets
A.1 Owned by the Bank (196) 2) — (198)
— generated internally (127) — — (127)
— other (69) 2) — (71)
A.2 Leased — — — —
Total (196) 2) — (198)
Total 12/31/2004 (230) — — (230)
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SECTION 15—OTHER OPERATING INCOME (EXPENSES)—CAPTION 220

15.1 Other operating expenses: break-down

12/31/2005 12/31/2004

(€/mil)
Other operating expenses
Other charges on consumer credit leasing transactions (25) (36)
Other collection expenses (25) (7)
Transactions for legal disputes 9) 3)
Other non-recurring expenses (35) (47)
Other expenses (12) (39)
Total (106) (132)

Also shown is the potential amount of financial leasing fees, recognized as charges during the year, which amounts to
27 million euro.

15.2 Other operating income: break-down

12/31/2005 12/31/2004

(€/mil)

Other operating income

Cost recoveries 17 45
Income from IT companies 2 2
Reimbursements for servicesto third parties 18 18
Other income on consumer credit and leasing transactions 30 19
Rent and other income from property 4 8
Other collection income 30 9
Other non-recurring income 56 20
of which: recovery of tax creditsin dispute 7 —
Other income 23 40
Total other income 180 161

The caption "Cost recoveries" includes those recoveries that, pursuant to IAS/IFRS regulation, cannot be offset against
the related expenses incurred.
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SECTION 16—PROFITS (LOSSES) ON INVESTMENTSIN ASSOCIATES AND COMPANIES SUBJECT TO
JOINT CONTROL—CAPTION 240

16.1 Profits (losses) on investments: break-down

Income component/Value 12/31/2005

(€/mil)

1) Subject to joint control

A. Income 7
1. Revaluations 7
2. Profit on disposal —
3. Write-backs —
4, Other positive changes —

B. Charges (46)
1. Write-downs —
2. Adjustments for impairment (46)

3. Losses on disposal
4. Other negative changes

Net income (39)
2) Companies subject to significant influence
A. Income 112
1. Revaluations 33
2. Profit on disposal 59
3. Write-backs —
4, Other positive changes —
B. Charges 3)
1. Write-downs (2)
2. Adjustments for impairment —
3. Losses on disposal (1)
4, Other negative changes —
Net income 109
Total 70

This table does not include the evaluation of Sanpaolo IMI Private Equity Scheme B.V. asit isincluded among
"Non-current assets and groups of discounted assets'. This evaluation had no impact on the consolidated statement of income.

The "adjustments for impairment” refer to the adjustment made by the Parent Bank to the holding in the Cassa dei
Risparmi di Forli.

SECTION 17—NET RESULT OF FAIR VALUE ADJUSTMENT TO TANGIBLE AND INTANGIBLE
ASSETS—CAPTION 250

17.1 Net result of fair value adjustment to tangible and intangible assets. break-down
The SANPAOLO IMI Group does not carry out an evaluation at fair value of tangible and intangible assets.
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SECTION 18—IMPAIRMENT OF GOODWILL—CAPTION 260
18.1 Impairment of goodwill: break-down

During the year, the SANPAOLO IMI Group did not incur significant impairment of goodwill. The adjustment of one
million euro shown at caption 260 of the consolidated statement of income refers to the cancellation of the residua goodwill
arising from an investment in a private equity company.

SECTION 19—PROFITS (LOSSES) ON DISPOSALS OF INVESTMENTS—CAPTION 270

19.1 Profits (losses) on disposal of investments: break-down

Income component/Value 12/31/2005
(€/mil)

A. Property
—Profit on disposal
—L osses on disposal
B. Other assets
—Profit on disposal
—L osses on disposal
Net income

=

SECTION 20—INCOME TAXES FOR THE PERIOD—CAPTION 290

20.1 Incometaxesfor the period: break-down

Income component/Value 12/31/2005
(€/mil)

1. Current income taxes (-) (826)
2. Changesin current income taxes of previous periods (+/-) (5)
3. Decrease in current income taxes of the period (+) 67
4, Change in deferred tax asset (+/-) (215)
5. Changein deferred tax liabilities (+/-) 31
6. Taxesfor theyear (-) (-1+/-2+3+/-4+/-5) (948)

20.2 Reconciliation of theoretical and effectivetax chargesin thefinancial statements

With acharge for taxes of 948 million euro, the tax rate of the SANPAOLO IMI Group in the financia year 2005 was
31.4%, less than the theoretical tax rate for a banking group (37.3%, 33% IRES and 4.3% IRAP). The reduction principally
reflects:

12/31/2005
(€/mil)
Theoretical income taxes for the period 37.3
Impact of participation exemption(*) (7.8)
Impact of lower foreign rates (4.0)
Impact of non deductible IRAP for personnel costs 4.6
Impact of non deductible IRAP on loans adjustments 10
Other 0.3
Total 314

(*) Reflectsthe impact of exemption of capital gains on participation meeting the requirement of Art. 87 of D.P.R.
no. 917/1986. With regard to the changes made to " participation exemption™
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during the year, the exemption is total for capital gains up to October 3, 2005, 95% for capital gains between October 4
and December 2, 2005, and 91% for those from December 3 to December 31.

SECTION 21—PROFITS (LOSSES) FROM DISCONTINUED OPERATIONS—CAPTION 310

21.1 Profits (losses) from discontinued oper ations: break-down

Income component/Value 12/31/2005
(€/mil)

Group of assetdliabilities

Income 43
Charges (51)
Income from valuation of the group of assets and associated liabilities (27)
Profits (losses) on disposals —
Taxes —
Profit (loss) (35)

L osses on non-current operations net of tax (35 million euro) reflect the economic impact of the contribution to the
consolidation and of the evaluation of the French subsidiaries belonging to the Fideuram Wargny group (see
Part B—Information on the consolidated balance sheet / Section 15—Non-current operations and groups of discontinued
operations—Assets caption 150 Assets and Liabilities caption 90).

21.2 Break-down of income taxes on groups of discontinued assets/liabilities
Evaluation of the Fideuram Wargny group does not include significant amounts of income tax.

SECTION 22—PROFIT (LOSS) FOR THE PERIOD ATTRIBUTABLE TO MINORITY INTERESTS—CAPTION
330

22.1 Break-down of caption 330 " profit for the period attributable to minority interests"

Income attributable to minority interests of 59 million euro refers essentially to the share attributable to minority
shareholders in Banca Fideuram and its subsidiaries (apart from the Fideuram Wargny group).

22.2 Break-down of caption 330 " lossfor the period attributable to minority interests'

The loss attributable to minority interests of two million euro refers essentially to the share of losses attributable to
minority shareholdersin Banque Privée Fideuram Wargny.

SECTION 23—OTHER INFORMATION

Further information on the Group's consolidated results for 2005, including in relation to the various business sectorsin
which it operates, can be found in the Items of the Form 20-F.

SECTION 24—PROFIT PER SHARE
24.1 Average number of ordinary shareswith diluted capital

At December 31, 2005 the Bank's fully-paid share capital of 5,239,223,740.80 euro was divided into 1,586,967,318
ordinary shares and 284,184,018 preference shares, both with anominal value of 2.8 euro.
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During the year, the number of ordinary shares increased by 111,844,500 compared to December 31, 2004, 7,694,500 of
which were attributable to the increases in share capital through the stock option plans and 104,150,000 of which were
attributable to the conversion to preference shares.

With reference to the calculation of the base profit per share, the weighted average of the ordinary sharesisincreased by
the weighted average of the preference shares. Thisdecision isjustified by the net result for the period which ensured an
identical flow of remuneration both to ordinary and to preference shareholders.

Net of own shares held by the Parent Bank and the other subsidiaries, the weighted average of the ordinary and
preference shares included in the calculation of the base gain per share was 1,862,359,089 shares.

For the purposes of calculating the "diluted” gain per share, the shares that could be issued following the conversion to
shares of all the "ordinary shares with potential dilution effect" supporting the stock option plan in place at December 31,
2005 were added to the number of computable shares. Their contribution is 1,573,429 shares.

Below are the principal elements used as numerator and denominator to compute the base profit and diluted profit per
share in comparison to the results for 2004.

Theimpact of dilution, attributable exclusively to the increase in ordinary shares consequent to the potential exercise of
the residual stock option rights, is negligible.

2005 2004
Calculation of basis profit per share

Consolidated net profit (€/mil) 1,983 1,447
of which:

attributable to ordinary shareholders (€/mil) 1,570 1,141
attributable to preferred shareholders (€/mil) 413 306
weighted average number of shares 1,862,359,089 1,834,968,712
Basis profit per share 1.06 0.79
Calculation of diluted profit per share

Contribution of potential ordinary shares arising from the stock

option plans 1,573,429 2,219,967
Weighted average number of shares 1,863,932,519 1,837,188,679
Diluted income per share 1.06 0.79

24.2 Other infor mation

The amount of the base and diluted profit per share attributable to assets intended for disposal shown in the financial
statements, and attributable largely to the loss from sale of the holdings in the Wargny group (36 euro/mil) was irrelevant
(-0.00), for the explanatory purposes of this section of the Notes.
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PART D—SEGMENT REPORTING
Primary reporting
Organization by Business Sector

Following the redesign of the organizational structure initiated on July 5, 2005, the SANPAOLO IMI Group was divided
into the following Business Sectors:

e Banking
e Savingsand Assurance
e Asset Management and International Private Banking

. Central Functions

This division, which focused on the banking area (divided into the business lines "retail and private" and "corporate”),
on savings and assurance, including insurance business and asset gathering, and on asset management, is consistent with the
provisions of IAS 14, Segment Reporting. It was specifically chosen as primary reporting, in conformity with the
management approach, since it reflects the operational responsibilities laid down by the abovementioned organizational
review.

The table below shows the main data summarizing the growth of the Business Sector.

Where necessary, the financial information relating to the financial year 2004 and operational data at 12/31/2004 have
been reconstructed homogeneously with regard to the business structure.

Asset Management Netting and
Savings and and International Central consolidation Group
Banking Assurance Private Banking Functions entries total
REVENUES OF THE SECTOR
(€/mil)(1)
2005 financial year 6,649 1,072 344 341 4) 8,402
2004 financial year(*) 6,282 925 325 154 18 7,704
Change 2005 financia year / 2004
financial year (%) 5.8% 15.9% 5.8% 121.4% n.s. 9.1%
RESULT OF THE SECTOR
(€/mil)(2)
2005 financia year 2,555 600 233 (380) 15 3,023
2004 financial year(*) 1,994 532 181 (531) () 2171
Change 2005 financial year / 2004
financial year (%) 28.1% 12.8% 28.7% (28.4%) ns.  39.2%
TOTAL INTEREST-EARNING
ASSETS (€/mil)(3)
12/31/2005 141,463 6,460 4,137 86,730 (53,022) 185,768
12/31/2004 124,132 5,063 4,549 78,206 (48,036) 163,914
Change 12/31/2005 - 12/31/2004
(%) 14.0% 27.6% (9.1%)  10.9% 104%  13.3%

(1) Total operating income.

(2) Pre-tax operating profit.

(3) Excluding BancalMI Group.

(*) The consolidated income statement for the year ended December 31, 2004 was prepared in accordance with EU GAAP,

however, as permitted by IFRS 1, these results excluded the application of IAS 32, IAS 39 and IFRS 4, for which the
transition date was January 1, 2005 and
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Italian GAAP continued to apply to the recognition and presentation of results, asset and liabilitiesto which IAS 32,
IAS 39 and IFRS 4 would otherwise have applied.

Criteriafor calculating profitability of the Business Sectors
The income statement has been prepared as follows:

«  for those Sectors whose activities are carried out both by the Parent Bank and by its subsidiaries, the Parent Bank
accounts attributable to the relevant Sector have been consolidated with the income statement line items of its
subsidiary companies. In particular, the attribution to individual Sectors of Parent Bank line items has been made
on the basis of the following principles:

«  netinterest income has been calculated using appropriate internal transfer rates;

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

e thedirect costs of each Sector have been calculated and the costs of central structures other than those
attributable to holding company functions have been alocated to the same Sectors. It should be noted that the
allocation of costs for services provided to the operating business units by head office was made on the basis
of standard prices, allocating to head office the difference between costs effectively sustained and costs
allocated. This method isaimed at making the central structures responsible for the recovery of efficiency;

«  for those Sectors whose activities are carried out entirely by subsidiaries, the income statements of the
companies are reported in terms of their contribution to the consolidated results of the Group, net of minority
interest and after posting of consolidation attributable to the Sector.

Furthermore, each Sector has been attributed the average absorbed capital on the basis of the current risks (credit, market
and operational risks) calculated according to the VaR (Vaued at Risk) approach; these risks are covered entirely by the
primary capital. The only exception is Banca Fideuram, which operates in the Savings and Assurance sector, and for which,
asit isalisted company, reference has been made to end of the period accounting net shareholders' equity (excluding net
profit) in conformity with Group practice.

Profitability of each Sector has been expressed in terms of RORAC (Return On Risk Adjusted Capital), relating the
Sector's contribution to the net profit of the Group to the amount of average absorbed capital measured according to VaR. For
the Savings and Assurance sector, profitability has been calculated relating the contribution of the Sector to the Group net
profit to the amount of net shareholders equity of Banca Fideuram and the average absorbed capital of Assicurazioni
Internazionali di Previdenza.

Secondary reporting

In accordance with the Group's management approach and organizational decisions, the disclosure by Geographical
Sectors constitutes the secondary reporting required by 1AS 14. Below isasummary
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report of the main operating data for Italy that isthe area where the majority of the Group's activities are concentrated,
Europe and the rest of the world.

Rest of Group

Italy Europe theworld total
REVENUES OF THE SECTOR (€/mil)(1)
2005 financial year 7,504 843 55 8,402
2004 financial year (*) 6,920 738 46 7,704
Change 2005 financial year / 2004 financial year (%) 8.4% 14.2% 19.6% 9.1%
TOTAL INTEREST-EARNING ASSETS (€/mil)(2)
12/31/2005 167,541 11,631 6,596 185,768
12/31/2004 150,810 8,586 4,518 163,914
Change 12/31/2005 - 12/31/2004 (%) 11.1% 35.5% 46.0% 13.3%

(1) Total operating income.

(2) Excluding BancalMI Group.

(*) The consolidated income statement for the year ended December 31, 2004 was prepared in accordance with EU GAAP,
however, as permitted by IFRS 1, these results excluded the application of IAS 32, IAS 39 and IFRS 4, for which the

transition date was January 1, 2005 and Italian GAAP continued to apply to the recognition and presentation of results,
asset and liabilitiesto which IAS 32, IAS 39 and | FRS 4 would otherwise have applied.
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PART E—INFORMATION ON RISKSAND HEDGING
SECTION 1—BANKING GROUP'SRISKS
1.1 CREDIT RISK
The SANPAOLO IMI Group is strongly committed to risk management and control, which is based on three principles:

e clear identification of the responsibilities for taking on risks;
e measurement and control systemsin line with international best practice;

e organisational separation between the functions assigned that carry out day-to-day operations and those that carry
out controls.

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

The Parent Bank also performs general functions of risk management and control and makes risk-acceptance in the case
of major risks, supported by the Risk Management Department.

The Group companies that generate credit and/or financial risk are assigned limits of operational autonomy and have
their own control structures. For the main Group banking networks (Sanpaolo Banco di Napoli, Cassadi Risparmio in
Bologna, Cassadi Risparmio di Padova e Rovigo, Cassadi Risparmio di Venezia, Friulcassa and Banca Popolare
dell'Adriatico) these functions are carried out, on the basis of an outsourcing contract, by the Parent Bank risk control
functions that report periodically to the Board of Directors and the Audit Committee of the subsidiary.

QUALITATIVE INFORMATION
Credit risk management policies
Organizational aspects

SANPAOLO IMI has established lines of conduct to be followed throughout the Group when taking on risk. The Parent
Bank and the subsidiaries are assigned approval limits defined in terms of total Group exposure to the counterpart and also
differentiated according to the counterpart's internal rating. Any transaction exceeding the prescribed limits must be
submitted to the approval/opinion of the appropriate Bodies of the Parent Bank, consisting of (according to the level of
exposure) the Credit Department, the Group Credit Committee (composed of the Managing Director and the heads of the
responsible structures), the Executive Committee and the Board of Directors.

The Credit Department, which is independent from the business segments, is responsible for defining and updating the
credit procedures and processes at Group level. With regard to the acceptance phase, it ensures the investigation and
approval/opinion phase of transactions that exceed the abovementioned approval limits. The Credit Department is also
responsible for controlling and preventing the deterioration in the credit quality, and setting policies for the management and
control of doubtful loans.

The Risk Management Department is responsible, at Group level, for defining and updating the credit risk measurement
methods, with the objective of guaranteeing their alignment with best practice, as well as for analyzing the risk profile and
preparing summary reports for SANPAOLO IMI's top management on the changes in the Group's asset quality.

The control structures operating within the individual Companies are responsible for measuring and monitoring the
portion of the loan book assigned to them. For the main Group banking networks (Sanpaolo Banco di Napoli, Cassa di
Risparmio in Bologna, Cassa di Risparmio di Padova e Rovigo,

F-119




Cassadi Risparmio di Venezia, Banca Popolare dell'Adriatico and Friulcassa) these functions are carried out, on the basis of
an outsourcing contract, by the Parent Bank's risk control functions that report periodically to the Board of Directors and the
Audit Committee of the subsidiary.

M anagement, measur ement and control systems

SANPAOLO IMI has developed a set of instruments to ensure analytical control over the quality of the loansto
customers and financial institutions, and exposures subject to country risk.

With regard to loans to customers, grading models have been developed, differentiated according to the economic sector
and size of the counterpart. These models make it possible to summarize the credit quality of the counterparty's credit quality
in a measurement, the rating, which reflects the probability of default over a period of one year, adjusted on the basis of the
average level of the economic cycle. Statistical calibrations have rendered these rating fully consistent with those awarded by
rating agencies, forming a single scale of reference. The periodic backtesting analyses carried out to date, comparing the
insolvency forecasts with the effective defaults, confirm the validity of the models used.

In 2005, the rating, previously used in the loan approval process with regard to counterparties submitted to the Group
Credit Committee or higher bodies, was introduced as an essential element of the processin relation to the credit granted by
the branch network. Together with the assessment of the credit mitigating factors (typically guarantees and covenants), the
rating contributes to defining the credit risk strategy, represented by the set of commercial policies and management behavior
(frequency of reviews of lines of credit and recovery actions).

The new network |oan approval process, designed in accordance with the Basel 2 organizational requirements, has been
implemented in the Corporate, Small Business and Mortgage segments of the banking networks and Banca OPI. During the
year, it will be progressively extended to the other types of customer and to all the Italian companies of the Group whose
principal mission isto take on credit risks.

With regard to banking and finance counterparties, a system has been established to classify the financial institutionsin a
scale consistent with those used by rating agencies. The risk class forms the basic information that, integrated by the type and
duration of the transaction, and by any guarantees present, makes it possible to determine the credit limits with each
counterparty.

Finally, as regards country risk, the rating is assigned on the basis of a model that takes into consideration the judgment
of specialized ingtitutions and agencies, market information and internal assessments.

Theratings are not just a direct instrument to monitor credit risk, but are also a primary element for the credit risk
portfolio model, which summarizes the information on asset quality in terms of risk indicators, including expected losses and
capital at risk. The expected lossis the product multiplication of exposure to default, probability of default (derived from the
rating) and loss given default. The latter is measured with reference to an economic rather than accounting concept of loss
including legal costs and prudently calculated on the discounted value of post-default recoveries.

The "expected" |oss represents the average of the loss distribution, whereas the capital at risk is defined as the maximum
"unexpected" loss that the Group may incur with a confidence level of 99.95%.

Techniquesfor the mitigation of credit risk

The techniques for the mitigation of credit risk are the elements that contribute to reducing the loss given default. They
include guarantees, facility types and covenants.
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The evaluation of the mitigating factorsis performed through a procedure that assigns each individual loan aloss given
default, assuming the highest valuesin the case of ordinary unsecured loans and decreasing in accordance with the strength
given to any mitigating factors present. The "very strong" and "strong" mitigating factors include financia collateral and
residential mortgages. Other mitigating guarantees include non-residential mortgages and personal guarantees issued by
unrated parties, provided they have sufficient personal assets. The strength of the personal guarantee issued by rated parties
(typically banks, Credit Guarantee Consortia and corporates, in general belonging to the same counterpart group) is assessed
on the basis of the guarantor's credit quality through mechanisms based on "PD substitution”. The loss given default values
are subsequently aggregated at customer level in order to provide a summary evaluation of the strength of the mitigating
factors.

Within the credit acceptance and management process, as mentioned above, the strength of the mitigating factorsis
important in the definition of the credit strategy, in particular with reference to the counterparties classified by the rating
system as non investment grade. In addition, certain types of transactions, typically medium-long term, require collateral or
covenants for their finalization regardless of the credit strategy defined.

Impaired financial assets

This item describes the techni cal-organizational and methodological procedures used in the management and control of
impaired financial assets. This information includes the methods of classification of the assets by counterparty quality, the
factors that allow transition from impaired exposures to performing exposures, the analysis of the exposure by length of past
due, and the procedures for the assessment of the adequacy of write-downs and provisions.

*kk*

Details of the classification of the impaired assets are provided in Part A—Accounting policies. The monitoring of the
correct application of the classification rules, using dedicated tools and procedures, is delegated to a central structure
responsible for credit control.

With reference to loans past due by more than 180 days, restructured loans and watch list loans, the structures
responsible for their management are identified, on the basis of pre-determined thresholds of increasing significance, within
the operational areas, in decentralized organizational unitsthat carry out specialist activities and in a dedicated central
structure that is responsible for the entire management and coordination of these matters.

The management of non performing positionsis centralized within specialized functions of the head office that, in
carrying out relevant recovery actions, relies on personnel located throughout the branch network. Within these actions, in
order to identify the strategies that may be implemented for each individual position, the out of court and judicial solutions
are examined, in terms of cost-benefit analyses, taking into account the financial impact of the estimated recovery times.

Thelossin value of impaired assets is calculated on the basis of the criteria detailed in part A—Accounting policies. The
valuation is reviewed whenever significant events come to light that may alter the recovery prospects. In order for
adjustments to be made in atimely manner for these events, the information relating to the debtor is periodically monitored
and the progress of out of court settlements and the various phases of legal proceedings are continually verified.

The return of impaired exposures to performing status, governed by the specific internal regulations, may only take place
on the proposal of the abovementioned structures responsible for their management, upon ascertainment that the critical
conditions or state of default no longer exist and subject to the binding opinion, where envisaged, of the structure responsible
for to credit control.

The overall doubtful loans portfolio is continually monitored through a predetermined control system and periodic
managerial reporting.
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QUANTITATIVE INFORMATION

A. CREDIT QUALITY

A.1 Performing and impaired loans: amounts, adjustments, changes, break-down by type and geogr aphical area

A.1.1 Financial assets analyzed by portfolio and credit quality (book value)

Banking group

Other companies

Non-performing  Problem Restructured Expired  Country Other
Portfoliog/Quality loans loans loans loans risk assets Impaired  Other Total
(€/mil)

1. Assetsheld for 5 — — — — 24,754 — 278 25,037
trading

2. Availablefor sale — — — — — 10,781 — 19,056 29,837
assets

3. Held-to-maturity — — — — — 2,535 — — 2,535
assets

4. Duefrom banks — — — — 47 28,724 — 65 28,836

5. Loansto customers 1,080 1,074 94 1,066 17 136,176 — — 139,507

6. Assetsdesignated — — — — — 696 — 21,832 22,528
at fair value

7. Non-current assets — — — — — 136 — — 136
and disposal groups
classified as held
for sale

8. Hedging — — — — — 435 — — 435
derivatives

Total 1,085 1,074 94 1,066 64 204,237 — 41231 248,851
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A.1.2 Financial assets analyzed by portfolio and credit quality (gross and net values)

Impaired assets Other assets
Total
Gross Specific Portfolio Net Gross Portfolio Net (net
Portfolios/Quality exposure  adjustments  adjustments  exposure exposure  adjustments  exposure  exposure)
(€/mil)
A. Bankinggroup
1. Assetsheldfor trading 5 — — 5 24,754 X 24,754 24,759
2. Avallablefor sale — — — — 10,781 — 10,781 10,781
assets
3. Held-to-maturity — — — — 2,535 — 2,535 2,535
assets
4, Duefrom banks 4 4 — — 28,791 20 28,771 28,771
5. Loansto customers 7,275 3,807 154 3,314 137,267 1,074 136,193 139,507
6. Assetsdesignated at — — — — 696 X 696 696
fair value
7. Non-current assets — — — — 136 — 136 136
and disposal groups
classified asheld for
sade
8. Hedging derivatives — — — — 435 X 435 435
Total A 7,284 3,811 154 3,319 205,395 1,094 204,301 207,620
B. Other companies
included in the scope of
consolidation
1. Assetsheldfor trading — — — — 278 X 278 278
2. Avallablefor sale — — — — 19,056 — 19,056 19,056
assets
3. Held-to-maturity — — — — — — — —
assets
4, Duefrom banks — — — — 65 — 65 65
5. Loansto customers — — — — — — — —
6. Assetsdesignated at — — — — 21,832 X 21,832 21,832
fair value
7. Non-current assets — — — — — — — —
and disposal groups
classified asheld for
sade
8. Hedging derivatives — — — — — X — —
Total B — — — — 41,231 — 41,231 41,231
Total 7,284 3,811 154 3,319 246,626 1,094 245532 248,851
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A.1.3 Cash and off-balance sheet due from banks: gross and net values

Gross Specific value Portfolio value Net
Type of loan/Value exposure adjustments adjustments exposure
(€/mil)
A. ON-BALANCE SHEET EXPOSURES
A.1 Banking group
a) Non-performing loans 3 3 — —
b) Problem loans 1 1 — —
¢) Restructured loans — — — —
d) Expired loans — — — —
€) Country risk 55 X 8 47
f) Other assets 33,993 X 12 33,981
Total A.1 34,052 4 20 34,028
A.2 Other companies
a) Impaired — — — —
b) Other 12,713 X — 12,713
Total A.2 12,713 — — 12,713
Total A 46,765 4 20 46,741
B. OFF-BALANCE SHEET EXPOSURES
B.1 Banking group
a) Impaired — — — —
b) Other 7,554 X 1 7,553
Total B.1 7,554 — 1 7,553
B.2 Other companies
a) Impaired — — — —
b) Other — X — —
Total B.2 — — — —
Total B 7,554 — 1 7,553
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A.1.4 Cash due from banks: changesin impaired |oans subject to "country risk"—gross

Non-performing Problem
Type/Category loans loans

Restructured Expired
loans loans

Country
risk

A. Opening gross exposure 3 1
—of which: loans sold and — —
not cancelled

B. Increases 2 —
B.1 from performing loans — —
B.2 transfer from other — —
categories of impaired loans
B.3 other increases 2 —

C. Decreases 2 —
C.1to performing loans — —
C.2 cancellations — —
C.3 collections 2 —
C.4 arising from sales — —
C.5 transfer to other — —
categories of impaired loans
C.6 other decreases — —

D. Closing grossexposure
—of which: loans sold and — —
not cancelled

w
(SN

A.15 Cashdue from banks: changesin total value adjustments

Non-performing Problem
Type/Category loans loans

(€/mil)

Restructured Expired
loans loans

Country
risk

A. Total opening adjustments 3 1
—of which: loans sold and — —
not cancelled

B. Increases 1 —
B.1 adjustments 1 —
B.2 transfer from other — —
categories of impaired loans
B.3 other increases — —

C. Decreases 1 —
C.1 write-backs due to — —
valuation
C.2 write-backs due to 1 —
collection
C.3 cancellations — —
C.4 transfer to other — —
categories of impaired loans
C.5 other decreases — —

D. Total closing adjustments 3
—of which: loans sold and — —
not cancelled

[N
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A.1.6 Cash and off-balance sheet loans to customers. gross and net values

Gross Specific value Portfolio value Net
Type of loan/Value exposure adjustments adjustments exposure
(€/mil)
A. ON-BALANCE SHEET
EXPOSURES
A.1 Bankinggroup
a) Non-performing loans 4,326 3,233 8 1,085
b) Problem loans 1,573 486 13 1,074
¢) Restructured loans 128 34 — 94
d) Expired loans 1,253 54 133 1,066
€) Country risk 25 X 8 17
f) Other assets 162,322 X 1,066 161,256
Total A.1 169,627 3,807 1,228 164,592
A.2 Other companies
a) Impaired — — — —
b) Other 28,289 X — 28,289
Total A.2 28,289 — — 28,289
Total A 197,916 3,807 1,228 192,881
B. OFF-BALANCE SHEET
EXPOSURES
B.1 Bankinggroup
a) Impaired 135 36 — 99
b) Other 49,840 X 63 49,777
Total B.1 49,975 36 63 49,876
B.2 Other companies
a) Impaired — — — —
b) Other — X — —
Total B.2 — — — —
Total B 49,975 36 63 49,876
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A.1.7 Cashloansto customers: changesin impaired |oans subject to "country risk"—gross

Non-performing Problem Restructured Expired Country

Type/Category loans loans loans loans risk

(€/mil)

A. Opening gross exposur e(*) 4,609 1,642 193 1,104 36
—of which: loans sold and — — — — —
not cancelled

B. Increases 933 1,353 102 566 —
B.1 from performing loans 139 837 13 523 —
B.2 transfer from other 491 202 39 4 —
categories of impaired loans
B.3 other increases 303 314 50 39 —

C. Decreases 1,216 1,422 167 417 11
C.1to performing loans 23 175 — 290 —
C.2 cancellations 616 32 — 1 —
C.3 collections 368 631 50 58 10
C.4 arising from sales 66 31 — — —
C.5 transfer to other 38 518 115 65 —
categories of impaired loans
C.6 other decreases 105 35 2 3 1

D. Closing grossexposure 4,326 1,573 128 1,253 25
—of which: loans sold and 3 2 — — —
not cancelled

(*) Excluding loans "in course of restructuring” shown in the financial statements at 12/31/2004 following the abolition of
that category of impaired loans by the Bank of Italy.
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A.1.8 Cash loansto customers: changesin total value adjustments

Non-performing Problem Restructured Expired Country
Type/Category loans loans loans loans risk
(€/mil)
A. Total opening 3,472 528 44 117 10
adjustments(*)
—of which: loans sold and — — — — —
not cancelled
B. Increases 703 297 23 73 2
B.1 adjustments 484 200 6 32 —
B.2 transfer from other 121 43 12 — —
categories of impaired loans
B.3 other increases 98 54 5 41 2
C. Decreases 934 326 33 3 4
C.1 write-backs due to 64 58 4 — 3
valuation
C.2 write-backs due to 124 81 — — —
collection
C.3 cancellations 616 32 — 1 —
C.4 transfer to other 16 132 28 — —
categories of impaired loans
C.5 other decreases 114 23 1 2 1
D. Total closing adjustments 3,241 499 34 187 8
—of which: loans sold and 1 — — — —
not cancelled

(*) Excluding loans "in course of restructuring” shown in the financial statements at 12/31/2004 following the abolition of
that category of impaired loans by the Bank of Italy.

Loansto risk countries by SANPAOLO IMI Group are 80 million euro gross of adjustments and 64 million euro net of
adjustments (loans to banks and to customers). The datais essentially concentrated in the Parent Bank's banking book.
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A.2 Break-down of exposures by external and internal ratings

The break-down of exposures by external and internal ratings refers to loans and commitments on and off balance sheet
of the Group companies to which the models of credit risk measurement apply (SANPAOLO IMI, Sanpaolo Banco di Napoali,
Banca Popolare dell'Adriatico, Cariparo, Carisho, Carivenezia, Friulcassa, Banca OPI, Sanpaolo IMI Bank Ireland, Sanpaolo
Leasint and Neos), which overall represent more than 95% of the credit risk weighted assets of the Group.

External ratings are present on 23% of the loans to customers and on 52% of the loans to banks. Since they refer to
counterparties belonging to the public and banking sector and to corporate customers of high standing, these ratings are
concentrated on the highest classes, as shown in Chart 1.

Internal ratings, attributed also to counterparts with external ratings commented on above, cover loans to banks almost
completely (97%) and 75% of |oans to customers. This coverage is high and is steadily increasing for the Corporate and
Small Business sectors, which, as described above, have been affected during the year by the introduction of new Basle 2
compliant processes. Unrated counterparties are concentrated in the family segment, where, moreover, the residential
mortgage model, which represents the largest portion of the segment, has been refined during 2005 and its usage introduced
in the acceptance process. The introduction of remaining rating models, for other loans issued to retail counterparties, will be
implemented gradually during 2006. For the purposes of calculating the risk indicators, unrated counterparties are assigned an
estimated rating on the basis of the average probabilities of default.

With reference to the breakdown of loans by class of internal rating, givenin Chart 2, these are classified almost
completely in the investment grade area (up to BBB-) as far as banks are concerned. Loans to customers, however, are 76% in
the investment grade area, 18% in the intermediate classes (BB) and 6% in the riskiest classes; where the highest risk levels
(less than B-) are almost absent.

Chart 1: break-down of on- and off-balance sheet loans Chart 2: break-down of on- and off-balance sheet loans
by external rating class by internal rating class
70% 60%.
60%) 50%)
50%) 40%)
40%)
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A.3 Breakdown of guaranteed loans by type of guarantee
The following tables show the amount of guaranteed loans to banks and customers (book value of guauanteed |oans).

Secured loansto customers

12/31/2005
(€/mil)
a) From mortgage loans 36,636
b) From pledges on:
1. cash deposits 1,730
2. securities(*) 4,018
3. other values 983
¢) For guarantees from:
1. governments 11,019
2. other public entities 6,719
3. banks 1,402
4, other operators 23,809
Total 86,316
(*)  Include repurchase and similar transactions guaranteed by underlying securities.
Secured due from banks
12/31/2005
(€/mil)
a) From mortgage loans —
b) From pledges on:
1. cash deposits —
2. securities(*) 6,321
3. other values —
¢) For guarantees from:
1. governments —
2. other public entities 51
3. banks 92
4. other operators 2
Total 6,466

(*)  Include repurchase and similar transactions guaranteed by underlying securities.
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B. DISTRIBUTION AND CONCENTRATION OF LOANS

L oansto customers by counter party(1)

12/31/2005
(€/mil) (%)
Financing to households 31,435 225
Financing to family businesses and non-financial companies 81,028 58.1
Financing to financial companies 12,543 9.0
Financing to governments and public entities(2) 13,557 9.7
of which: tax collection 1,539 11
Financing to others 632 0.5
Financing to customers 139,195 99.8
Debt securities 312 0.2
Loansto customers 139,507 100.0

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

(2) Excluding financing to municipal companies under Banca OPI, included in financing to non-financial companies.

B.2 Distribution of loans to non-financial companies

12/31/2005
(€/mil)

a) Other servicesrelating to sales 16,025
b) Commercial, recovery and repair services 10,189
c¢) Public works 8,001
d) Transport services 4,193
€) Energy products 4,015
f) Other sectors 30,997
0) Non-resident, non-financial companies 7,608
Total 81,028
B.3 Significant Exposures

12/31/2005
a) Amount (€/mil) 6,903
b) Number 3

C. SECURITIZATION AND SALE OF ASSET TRANSACTIONS
C.1 Securitization transactions

As at December 31, 2005 SANPAOLO IMI Group has in place a securitization transaction performed by the subsidiary
Sanpaolo Leasint Sp.A.:

SPLIT2 Operation—in the fourth quarter of 2004 Sanpaolo Leasint sold, without recourse, to Split2 Srl, avehicle
company specially set up pursuant to Italian law no. 130/99, the loans deriving from performing leasing contracts covering
real estate, automotive vehicles and capital goods for atotal amount of 1,805 million euro. In addition to this portfolio, and to
meet certain conditions, the structure of the operation includes the sale of further portfolios on a quarterly basis which will
replace the loans
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from time to time collected by Split2 in the first 18 months (revolving period). In order to gather the funding necessary for
purchasing the loans, Split2 issued three classes of security with ratings assigned by al three agencies (Moody's, S & P and
Fitch), which have been successfully put on the market, and a Junior class of 18 million euro, completely underwritten by
Sanpaolo Leasint. The objectives of the operation were to diversify the com-pany's sources of funding, to implement atime
matching between the funding and the underlying loans and investments, and to free up economic and regulatory capital. In
itsrole as servicer, Sanpaolo Leasint continues to manage the collections on the loans portfolio that was sold and to maintain
direct relations with the customers, transferring the collections in terms of principal and interest from the portfolio to accounts
opened in the name of the SPV at the depositary bank of the collections. It regularly provides information on the portfolio,
necessary for monitoring by the rating agencies. The amount of loans collected as servicer as at December 31, 2005 comes to
622 million euro. The securitised assets underlying the Junior security as at December 31, 2005 are 1,622 million euro
referrable to performing loans, 11 million euro reconcilable to expired and unpaid loans (delinquent loans) and three million
euro referrable to defaulted loans.

Securitiesin portfolio representing third-party securitizations

The Group holds securities for investment and trading which represent securitizations performed by third parties as
shown in the following table.

Senior Mezzanine Junior
securities securities securities
Credit
Type of underlying asset quality Total
book value
(€/mil)

Investments held for trading,

availablefor sale and designated as at fair

value
Central and local public administration Performing 696 32 21 749
Residential mortgage loans Performing 18 — — 18
Commercial/industrial/agricultural mortgage
loans Performing 32 — — 32
Consumer credit Performing 14 — — 14
Leasing Performing 14 — — 14
Securities Performing 8l — — 8l
Health care receivable Performing 365 — — 365
Public real estate assets Performing 64 — — 64
Social contributions Performing 183 — — 183
Tax credits Performing — — — —
Other loans Performing 20 10 — 30

1,487 42 21 1,550

The assets underlying the junior securities deriving from third-party securitizations (pro-quota value) amount to
28 million euro.

D. MODELSFOR MEASURING CREDIT RISK

The synthetic risk indicators show an improvement in the credit quality of the portfolio over the course of the year: in
particular, the expected loss of loans to customers, at year end, is 0.44% of loans, a slight decrease on the 0.46% recorded at
the end of 2004 (on a homogeneous basis).

Economic capital is 4.5% of loans, stable compared to the end of 2004.
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1.2 MARKET RISKS
The remarks below refer to the following paragraphs of Banca d'ltalia Circular 262 of December 22, 2005:

1.2.1 Interest-rate risk—Trading portfolios;
1.2.2 Interest-rate risk—Non trading portfolios;
1.2.3 Pricerisk—Trading portfalios;

1.2.4 Pricerisk—Non trading portfalios;

1.2.5 Foreign exchange risk.

Organization

The main body responsible for the management and control of market risksis the Board of Directors of the Parent Bank,
which defines the guidelines and strategic issues concerning market risks, allocates capital on the basis of the expected
risk/return profile and approves the risk limits for the Parent Bank and the guidelines for the subsidiaries.

The Group Financial and Market Risk Committee ("CRFMG") isresponsible for defining risk measurement criteria and
methodol ogies, the risk limit framework of the Parent Bank and its subsidiaries and verifying the Group companies risk
profile. The CRFMG consists of the General Manager, the heads of the units responsible for risk-assumption, and the Risk
Management Department.

The Parent Bank's Treasury Department carries out the treasury activities and the financial risk management of the
national banking networks centrally. Trading activities within the Group are mainly carried out by the Group's investment
bank, Banca IMI.

Parent Bank Risk Management is responsible for developing risk monitoring methodol ogies and proposals regarding the
system of risk limits for the Parent Bank and the Group, as well as measuring risks for the main group banking subsidiaries
(Sanpaolo Banco di Napoli, Cassadi Risparmio in Bologna, Cassadi Risparmio di Padova e Rovigo, Cassadi Risparmio di
Venezia e Friulcassa, on the basis of a specific outsourcing contract).

The Group's financial risk profile and the appropriate action undertaken to change it are examined, at least monthly, by
the CRFMG.

Market risk of non-trading portfolios
General issues and market risk management of non-trading portfolios

Non-trading market risk arises primarily in the Parent Bank and in the main subsidiaries that carry out retail and
corporate banking. First of all, interest rate risk is managed by the Parent Bank in order to maximize the profitability,
consistently with the stability of P&L results over along-term basis.For this purpose, position-taking reflects the strategic
views set by the CRFMG. Risk exposures are primarily managed both by monitoring the mix of assets and liabilities deriving
from retail activities and liquidity management; when the natural composition of assets and liabilities plus cash management
(mainly short term interbank deposits) create an interest rate risk profile which is not coherent with the goals set by CRFMG,
actions are taken mainly through hedging derivatives. Short-term risk exposures (less than 18 months) are mostly managed by
cash instruments (interbank deposits), with direct access to the interbank market. Other cash instruments (mainly bonds) are
employed to manage long term risk exposures (greater than 18 months) residually. Differently from the Parent Bank, banking
subsidiaries, with the aid of the Parent Bank's Treasury Department, pursue a substantially complete
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hedging against interest rate risk, in order to keep the individual risk profiles of subsidiaries within very narrow limits: for
this purpose, cash and derivative deals are traded with SANPAOLO IMI or, asin the case of long-term derivatives, with
BancalMI. Asto the foreign-exchange risk, spot and forward transactions are carried out by Parent Bank's Treasury
Department with the task of ensuring uniform pricing standards throughout the Group and managing risk position originated
by the brokerage activity of foreign currencies traded by customers. The non-trading portfolios also include market risk
exposures arising from equity participations held by the Parent Bank, FIN. OPI, IMI Investimenti, Sanpaolo
IMI-International, Sanpaolo IMI Internazionale and Sanpaolo IMI Private Equity, in companies with quoted market prices not
fully consolidated or accounted for under either the equity method or the available for sale principle.

M easurement techniquesfor non-trading portfolios
The following methods are used to measure market risks of non-trading portfolios:

e Valueat Risk (VaR);

e Sendgitivity analysis,

Value at Risk modeling is a statistical technique that produces an estimate of the potential lossin a portfolio over a
specified holding period which is a statistically unlikely to be exceeded more than once during the given holding period. The
Group uses amodel based on historical volatility and correlations between the individual risks of each currency made up of
short and long-term interest rates, exchange rates and equity prices. The Group's model is based on the last 250 trading days,
a 10 day holding period and a 99% confidence level. The VaR is used, other than for the daily monitoring of risk arising from
equity investments, to assess each business unit's market risk exposure, thereby taking into account diversification benefits..
VaR models have certain limitations; they are more reliable during normal market conditions, and historical data may fail to
predict the future. VaR results, therefore, cannot guarantee that actual risk will follow the statistical estimate. As aresult,
management also relies on other tools, such as Sensitivity Analysis and Worst Case Scenario.

Sensitivity analysis quantifies the change in value of a portfolio resulting from adverse movements in the risk factors. As
regards interest rate risk, adverse movement is defined as a parallel and uniform shift of 100 basis points of the interest rate
curve. The measurements include the risk originated by customer demand loans and deposits, whose features of stability and
partial and delayed reactions to interest rate fluctuations have been studied by analyzing alarge collection of historical data,
obtaining a maturity representation model through equivalent deposits. For demand |oans, the average duration is very short
(approximately 1 month), whereas the estimated average duration for demand depositsis greater (approximately 12 months),
depending on their stability features.

The net interest income sensitivity is also measured, which quantifies the impact on net interest income of a parallel and
instantaneous shock in the interest rate curve of £25 basis points, over atimescale of twelve months. This measure shows the
effect of the changes in interest rates on the portfolio being measured, excluding assumptions regarding future changesin the
mix of assets and liabilities and therefore cannot be considered a predictor of future level of net interest income.

Fair value hedge, cashflow hedge and macro-hedge

The Group's fair value hedges principally consist of interest rate swaps that are used to protect against changes in the fair
value of fixed assets and liabilities due to movements in market interest rates. The types of swap transactions mostly used are
plain vanillainterest rate swap (IRS), overnight index swap (OIS), cross currency swap (CCS) and options on interest rates.
Derivatives are negotiated mainly with Banca IMI, which, in turn, replicates the same transactions with third parties so that
the hedging transactions meet the specified criteriato be considered IAS/IFRS eligible (to obtain hedge
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accounting treatment). For short-term hedging, derivatives are also negotiated with third parties. Hedged items, specifically
identified (micro-hedging), are mainly bonds issued by the bank and loans to customers. Macro-hedging is carried out only on
demanddemand deposits through interest rate swaps and overnight index swaps.

Cash flow hedging transactions, whose objective is to hedge against the volatility of receivable and payable floating cash
flows, represent arelatively modest proportion of the Group's current outstanding derivatives.

Quantitative infor mation

In 2005, the interest rate risk generated by non-trading portfolios, measured through sensitivity analysis, showed an
average value of around 12 million euro, compared with 83 million euro in the previous year, reaching 65 million euro at the
end of the year.

The net interest income sensitivity—assuming arise in interest rates of 25 basis points—amounted at the end of
December to 42 million euro (-34 million euro in the case of reduction), unchanged compared with the end of previous year
and approximately 1% of the Group's net interest income.

During 2005 the VaR fluctuated around an average value of 33 million euro (compared with 36 million in 2004), with a
minimum value of 13 million at the beginning of the year and a maximum of 62 million at the end of December.

The foreign exchange risk generated by non-trading portfolios was not material during the year.

Equity pricerisk is measured using VaR (10-day timescale and 99% level of confidence). In 2005, equity price risk
generated by the non-trading portfolios, almost fully held in the available for sale portfolio, recorded an average level of
109 million euro, with a minimum of 94 million euro and a maximum of 127 million euro, reached at the end of 2005. The
small increasein VaR compared with the end of 2004 can be attributed to growth in portfolio value as aresult of the recovery
in equity markets experienced in the second half of the year, partially offset by a decrease in average portfolio volatility (from
16% at the end of 2004 to 13% at the end of 2005).

VaR—Equity investments portfolio

2005 2004
(€/mil)
Average 109.0 1351
Low 942 102.2
Hight 1272 2136
Y ear-End 1272 1147

Market risk of trading portfolios
General issues and market risk management of trading portfolios

The Group's policy isto concentrate trading activities in Banca IM| and its subsidiaries, where proprietary trading is
carried out by both vanillaand complex products (mainly equities, bonds, foreign exchange contracts and other derivatives),
either privately negotiated over-the-counter (OTC) or—in the case of standard contracts—transacted through regulated
exchanges. Trading activities in the investment bank are segmented into specific books, which hold homogenous groups of
transactions by type of risk and allow to reflect the risk/return profile of each individual business accurately. Management is
predominantly aimed at arbitrage strategies, depending on the liquidity level of the instruments, rather than on risk-taking and
positioning activities.
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The Parent Bank does not carry out trading activities strictly; some of its financial assets are classified under the
accounting framework as held for trading, where they are not held for the purpose of generating trading gains, but rather as a
part of the Group's treasury portfolio for asset and liability management, liquidity and regulatory purposes. Moreover, the
Parent Bank has classified some of its derivatives as held for trading, mostly related to brokerage transactions, and also
transactions offsetting the risk arising from the securities portfolio and the hedging for certain short-term items. Therefore
trading market risk assumed by the Parent Bank and the banking subsidiariesis residual and can be assigned primarily to the
market risk of the banking book.

M easurement techniquesfor trading portfolios
Methods of measuring financial risks related to the trading portfolios mainly consist of:

e Worst Case Scenario (or maximum potential 10ss);
e Valueat Risk (VaR);
e Sengitivity analysis

Worst Case Scenario is applied limited to trading portfolios. This method establishes a risk measurement defined as
"maximum potential loss", which represents the worst possible economic result of those obtained in various hypothetical
scenarios. The method is designed to represent a significant shock to current market parameters on the basis of aholding
period of one day and accumulating the losses deriving from the various risk factors in absolute terms. The idea underlying
the determination of the shocks to be assigned to the risk factors is to ensure a high degree of prudence; the objective of the
method is to quantify and limit the maximum potential loss that could emerge in extreme market conditions.

VaR and sensitivity analysis are explained in the paragraph above "M easurement techniques for non-trading portfolios".

During 2005 a VaR model was adopted based on the historical simulation method (Historical VaR), which involves
constructing a distribution of hypothetical daily changes in the value of the trading portfolio based on risk factors embedded
in the current portfolio and historical observations of daily changes in these risk factors to determine the expected potential
loss at a 99% confidence level over a one day timescale. From top management's point of view, this model is able to satisfy
the regulatory requirements set by the Supervisory Banking Authority as the internal model to calculate net capital charges
for the general and specific market risks; the approval process will begin during 2006. The risk estimates calculated using the
historical VaR do not differ significantly from the results shown below and obtained with the VaR model, indicated in the
paragraph "Quantitative information™.

Quantitative information

The VaR of trading activities during 2005 carried out by Banca IMI and its subsidiaries, averaged nine million euro
(compared to seven million euro in 2004), with a minimum of 4 million euro and a maximum of 15 million euro. At theend
of December, the VaR was 12 million euro, against 6 million euro on the same period of the previous year.
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12/31/2005 12/31/2004

VaR — Trading portfolios by type of risk Year-End Average Minimum Maximum Year-End Average
(€/mil)

Interest rate risk 10.3 4.8 11 12.1 4.2 3.6

Foreign exchange risk 11 11 0.1 6.5 16 13

Equity pricerisk 6.1 6.5 2.8 12.9 35 4.8

Diversification effect (5.3) (4.0) n.s. n.s. (3.6) (2.9)

Total 121 85 4.1 15.2 5.8 6.9

In addition to VaR, the Worst Case Scenario analysisis used to monitor the impact of the potential |osses that might
arise under extreme market conditions. The maximum potential daily lossin 2005 was an average of 54 million euro
(41 million euro in the previous year), registering a maximum of 65 million euro at the end of March and a minimum of
36 million euro at the beginning of the year.

Backtesting showed the prudent nature of the internal measurement technique used. In 2005, actua daily losses were never
greater than the risk measures expressed in terms of maximum potential loss, while the actual trading loss exceeded the
ex-ante VaR on a daily basisin only one case.

70
60 |
Average
50
40
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30

Jan-05 Feb-05 Mar-05 Apr-05 May-05 Jun-05 Jul-05 Aug-05 Sep-05 Oct-05 Nov-05 Dec-05

Maximum Potential Loss (€/mil)
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1.2.6 Financial derivativeinstruments

A. Financial derivatives:

A.1 Regulatory trading portfolio: end-of-period notional values

Equities
Debt securities and equity price Exchangerate Total asat
and interest rates index and gold Other values 12/31/2005
Type of transaction/underlying Listed Unlisted Lised Unlisted Listed Unlisted Listed Unlisted Listed Unlisted
(€/mil)
1. Forward rate agreement — 92,056 — — — — — — — 92,056
2. Interest rate swap — 839,135 — — — — — — — 839,135
3. Domestic currency swap — — — — — 15 — — — 15
4. Currency interest rate — — — — — 830 — — — 830
swap
5. Basis swap — 18,259 — — — — — — — 18,259
6. Equity index swaps — — — — — — — — — —
7. Real index swaps — — — — — — — — — —
8. Futures 97,802 — 173 — 362 — — — 98,337 —
9. Cap options — — — — — — — — — —
—Purchased — — — — — — — — — —
—Issued — — — — — — — — — —
10. Floor options — — — — — — — — — —
—Purchased — — — — — — — — — —
—Issued — — — — — — — — — —
11. Other options 11,606 108,842 12,800 6,890 — 37,813 — — 24,406 153,545
—Purchased 3,558 40,044 6,344 3,386 — 18,468 — — 9,902 61,998
—Plain vanilla 3,558 40,144 6,186 1,294 — 15,855 — — 9,744 57,293
—Exotic — — 158 2,092 — 2,613 — — 158 4,705
—Issued 8,048 68,698 6456 3,504 — 19,345 — — 14504 91,547
—Pain vanilla 8,048 68,698 6,416 716 — 13,333 — — 14464 82,747
—Exotic — — 40 2,788 — 6,012 — — 40 8,800
12. Forward agreements — — — — — 22181 — — — 22,181
—Purchases — — — — — 14,846 — — — 14,846
—Sdles — — — — — 4539 — — — 4,539
—Currency against — — — — — 2,79 — — — 2,796
currency
13. Other derivative — 634 2 — — 205 — 325 2 1,164
contracts
Total 109,408 1,058,926 12,975 6,890 362 61,044 — 325 122,745 1,127,185
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A.2 Banking portfolio: end-of-period and aver age notional amounts

A.2.1 Hedging instruments

Equities
Debt securities and equity price Exchangerate Total asat

Type of transaction/Underlying and interest rates index and gold Other values 12/31/2005

instrument Listed Unlisted Listed Unlisted Listed Unlisted Listed Unlisted Listed Unlisted
(€/mil)

. Forward rate agreement — 100 — - - - — — — 100
. Interest rate swap — 10,256 — - — — - — — 10,256
. Domestic currency swap — — - — = —  — S —
. Currency interest rate swap — —_  — — — 2460 — I — 2,460
Basis swap — 04 — — — — — _ _ 404
. Equity index swaps — — — — — — — — — —
. Real index swaps — — = = = —  — S —
. Futures — — 3 — — — — _ 3 _
. Cap options — — = — — — — — — _
—~Purchased — R — S — —  — - — —
—Issued — - — - — - — - — —
10. Floor options — — — — — — — — — _
—Purchased — — = = = —  — - — —
—Issued — — — —  — — — — — —
11. Other options — 155 — - — — = = = 155
—Purchased — % — - — S — - — 75
—Plain vanilla — % — - — —- - = = 75
—Exotic — —_  — S — —  — - — —
—Issued — 80 — — — — _ _ _ 8
—Plain vanilla — 80 — R — - — - 8
—Exotic — — - = = —  — - — —

12. Forward agreements — — — — — 43 — — — 43
—Purchases — - — - — - — - — —
43

—Sales — — — — — 43 — — —
—Currency against currency — — — = — — — _ _
13. Other derivative contracts — — — — — — — — — _
Total — 10,915 3 — — 2,503 — — 3 13418
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A.2.2 Other derivatives

Type of transaction/Underlying
instrument

Debt securities
and interest rates

Equities
and equity price
index

Exchangerate
and gold

Other values

Total asat
12/31/2005

Listed Unlisted

Listed Unlisted Listed Unlisted

Listed Unlisted

Listed Unlisted

. Forward rate agreement
. Interest rate swap
. Domestic currency swap
. Currency interest rate swap
Basis swap
. Equity index swaps
. Real index swaps
. Futures
. Cap options
—Purchased
—Issued
10. Floor options
—Purchased
—Issued
11. Other options
—Purchased
—Plain vanilla*
—Exotic *
—Issued
—Plain vanilla*
—Exotic *
12. Forward agreements
—Purchases
—Sales
—Currency against currency
13. Other derivative contracts
Total

(€/mil)




A.3 Financial derivatives: purchase and sale of underlying instruments

Equities
Debt securities and equity price Exchangerate Total asat
) ) and interest rates index and gold Other values 12/31/2005
Type of transaction/Underlying
instrument Listed Unlisted Listed  Unlisted Listed Unlisted Listed Unlisted  Listed Unlisted
(€/mil)
A. Regulatory trading
portfalio: 109,408 1,040,493 12975 6,891 362 61,196 — 325 122,745 1,108,905
1. Transactions with
exchange of capita 12,927 144 310 494 362 60,886 — — 13599 61,524
—Purchase 6,416 117 175 355 63 28,495 — — 6,654 28,967
—Sde 6,511 27 135 139 68 18,903 — — 6,714 19,069
—Currency against
currency — — — — 231 13488 — — 231 13,488
2. Transactions without
exchange of capita 96,481 1,040,349 12,665 6,397 — 310 — 325 109,146 1,047,381
—Purchase 49,260 546,546 5464 5,021 — 47 — 39 54,724 551,653
—Sde 47,221 493803 7,201 1,376 — 220 — 286 54,422 495,685
—Currency against
currency — — — — — 43 — — — 43
B. Banking portfalio:
B.1 Hedging instruments — 10,510 3 — — 2,504 — — 3 13,014
1. Transactions with
exchange of capita — — — — — 2,504 — — — 2,504
—Purchase — — — — — 2336 — — — 2,336
—Sde — — — — — 168 — — — 168
—Currency against
currency — — — — — — — — — —
2. Transactions without
exchange of capita — 10,510 3 — — — — — 3 10,510
—Purchase — 6,663 3 — — — — — 3 6,663
—Sde — 3,847 — — — — — — — 3,847
—Currency against
currency — — — — — — — — — —
B.2 Other derivatives — 9% 4,900 4,014 — — — — 4,900 4,110
1. Transactions with
exchange of capital — — — 1523 — — — — — 1,523
—Purchase — — — 299 — — — — — 299
—Sde — — — 1224 — — — — — 1,224
—Currency against
currency — — — — — — — — — —
2. Transactions without
exchange of capital — 9% 4900 2491 — — — — 4,900 2,587
—Purchase — 62 209 927 — — — — 209 939
—Sde — 34 4691 1564 — — — — 4,691 1,598
—Currency against
currency — — — — — — — — — —
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A.4 Financial derivatives: Over the counter: positive fair value—counterparty risk

Different
Debt securities Equities Exchangerate underlying

and interest rates and equity priceindex and gold Other values instruments
Counterparty/Underlying  Gross  Gross Future  Gross Gross Future  Gross  Gross Future  Gross  Gross  Future Future
instrument unsettled  settled exposure unsettled settled exposure unsettled settled exposure unsettled settled exposure Settled exposure

(€/mil)
A. Regulatory trading
portfolio:
A.1 Governments and
central banks 1 4 2 — — — — — — — — — — —
A.2 Public entities 132 — 29 — — — 1 — 1 — — — — —
A.3Banks 23 5592 49 22 443 — 78 406 64 24 7 5 756 1,067
A4 Financial institutions 39 220 6 — 112 7 26 45 24 — 10 — 171 160
A.5 Insurance companies 2 — — 17 — 6 — — — — — — — —
A.6 Non-financia
companies 17 — 7 — — — 26 — 12 — — — — —
A.7 Other entities 211 — 61 4 — 25 103 — 50 — — — — —
Total 425 5816 154 43 555 38 234 451 151 24 17 5 927 1,227
B. Banking portfolio:
B.1 Governments and
central banks — — — — — — — — — — — — — —
B.2 Public entities — — — — — — — — — — — — — —
B.3 Banks 76 244 6 — 156 35 — 5 — — — — 42 13
B.4 Financial institutions 5 101 1 — — — — — — — — — 98 1
B.5 Insurance companies — — — — — — — — — — — — — —
B.6 Non-financia
companies — — — — — — — — — — — — — —
B.7 Other entities — — — — — 1 — — — — — — — —
Total 81 345 7 — 156 36 — 5 — — — — 140 24
A.5 Financial derivatives: Over the counter: negative fair value—financial risk
Different
Debt securities Equities Exchangerate underlying

and interest rates and equity priceindex and gold Other values instruments
Counterparty/Underlying  Gross  Gross Future  Gross Gross Future  Gross  Gross Future  Gross  Gross  Future Future
instrument unsettled  settled exposure unsettled settled exposure unsettled settled exposure unsettled settled exposure Settled exposure

(€/mil)

A. Regulatory trading
portfolio:
A.1 Governments and
central banks 30 — 3 — 10 — — — — — — — 6 10
A.2 Public entities 46 — 13 — — — — — — — — — — —
A.3Banks 560 5,903 110 26 135 25 80 291 45 30 50 — 613 359
A4 Financid ingtitutions 51 178 23 — 17 7 10 46 3 — 14 — 35 8
A.5 Insurance companies 1 — — 13 — 9 — — — 14 — 12 — —
A.6 Non-financia
companies 9 — 3 — — — 7 — 2 — — — — —
A.7 Other entities 39 — 30 — — — 63 — 13 — — 3 — —
Total 736 6,081 182 39 162 41 160 337 63 4 64 15 654 377
B. Banking portfolio:
B.1 Governments and
central banks — — — — — — — — — — — — — —
B.2 Public entities — — — — — — — — — — — — — —
B.3 Banks 87 123 17 — — — 3 386 6 — — — 37 35
B.4 Financial institutions — — 1 — — — — 47 — — — — 47 1
B.5 Insurance companies — — — — — — — — — — — — — —
B.6 Non-financia
companies — — — — — — — — — — — — — —
B.7 Other entities 1 — 1 182 — — — — — — — — — —
Total 88 123 19 182 — — 3 433 6 — — — 424 36
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A.6 Residual maturity of over the counter financial derivatives: notional values

Over 5
Underlying instruments/Residual maturity Uptolyear lto5years years Total
(€/mil)
A. Regulatory trading portfolio
A.1 Financial derivatives on debt securities and
interest rates 528,568 341,544 188,814 1,058,926
A.2 Financia derivatives on equities and interest
rates 2,572 3,907 411 6,890
A.3 Financial derivatives on exchange rate and gold 57,342 3,132 570 61,044
A.4 Financial derivatives on others 119 206 — 325
B. Banking portfolio
B.1 Financial derivatives on debt securities and
interest rates 6,090 3,031 1,890 11,011
B.2 Financial derivatives on equities and interest
rates 652 2,047 1,315 4,014
B.3 Financial derivatives on exchange rate and gold 1,777 726 — 2,503
B.4 Financia derivatives on others — — — —
Total 597,120 354,593 193,000 1,144,713
B. Credit derivatives
B.1 Credit derivatives: notional end-of-year values
Regulatory trading portfolio Other transactions
Single Single
subject Basket subject Basket
Notional Notional Notional Notional
Type of transaction value value value value
(€/mil)
1. Purchases of protection
1.1 With underlying asset exchange
—credit default swap 1,632 — 67 —
—credit linked note 12 110 — —
1.2 Without underlying asset exchange
—credit default swap — 2,097 — —
Total 1,644 2,207 67 —
2. Sales of protection
2.1 With underlying asset exchange
—credit default swap 1,510 110 — —
2.2 Without underlying asset exchange
—credit default swap 115 150 — —
—credit linked note — 6 — —
Total 1,625 266 — —
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B.2 Credit derivatives: positive fair value—counterparty risk

Positive
Type of transaction/Values Notional value fair value Future exposure

(€/mil)

A. REGULATORY TRADING PORTFOLIO 2,884 24 43
A.1 Hedging purchases with counterparties: 1,348 13 41
1 Governments and central banks — — —

2 Other public entities — — —

3 Banks 1,168 11 28

4 Financial companies 180 2 13

5 Insurance businesses — — —

6 Non-financial companies — — —

7 Others — — —
A.2 Hedging sales with counter parties: 1,536 11 2
1 Governments and central banks — — —

2 Public entities —

3 Banks 1,115

4 Financial companies 421

5 Insurers —

6 Non-financial companies — — —

7 Others — — —

Notional Positive
Type of transaction/Values amount fair value Future exposure

(€/mil)

B. BANKING PORTFOLIO 67 —
B.1 Hedging purchases with counter parties: 67 —
1 Governments and central banks — — —

2 Public entities — — —

3 Banks 67 — 5

4 Financial companies — — —

5 Insurers — — —

6 Non-financial companies — — —

7 Others — — —

B.2 Hedging sales with counter parties: — — —
1 Governments and central banks — — —

2 Public entities — — —

3 Banks — — —

4 Financial companies — — —

5 Insurers — — —

6 Non-financial companies — — —

7 Others — — —
Total 2,951 24 48
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B.3 Credit derivatives: negative fair value—financial risk

Notional Negative
Type of transaction/Values value fair value
(€/mil)
REGULATORY TRADING PORTFOLIO
1. Hedging purchases with counter parties:
1.1 Governments and central banks — —
1.2 Public entities — —
1.3 Banks 1,591 (7)
1.4 Financial companies 911 (4)
1.5 Insurers — —
1.6 Non-financial companies — —
1.7 Others — —
Total 2,502 (11)

B.4 Residual maturity of credit derivative contracts: notional values

Uptol 1to5 Over
Underlying instruments/Residual maturity year years 5years
(€/mil)
A Regulatory trading portfolio
A.1 Credit derivatives with "qualified reference obligation" 493 3,732 1,517
A.2 Credit derivatives with "unqualified reference — — —
obligation”
B Banking portfolio
B.1 Credit derivatives with "qualified reference obligation" — — —
B.2 Credit derivatives with "unqualified reference — 67 —
obligation”
Total 493 3,799 1,517

1.3 LIQUIDITY RISKS
QUALITATIVE INFORMATION

The metric used for liquidity risk management is based on a cash-flow analysis through the calculation of mismatches
between inflows and outflows, grouped in different maturity buckets according to their contractual or expected residual
maturities. A centralized approach is adopted for managing liquidity risk of the Parent Bank and the banking subsidiaries. The
Parent Bank's Treasury Department, together with Sanpaolo IMI Ireland, as single points of direct access to the markets, raise
funds against the assets originated from the retail and corporate activity at the branch level. In this framework, the liquidity
management is overseen by the Parent Bank's Treasury Department, in line with the Group's Policy, which defines, at a
consolidated level, aliquidity target ratio for the O - 1 month period and attention threshol ds on subsequent time bands, the
triggering of which activates a contingency plan. A minimum treasury securities portfolio, made up of promptly liquid assets,
isheld to cover very short-term liquidity risk.The consolidated liquidity position also includes obligations deriving from the
liquidity requirements identified by other main Group's Subsidiaries that use the Parent Bank's Treasury Department as a
single point of access to the markets.

The Risk Management Department periodically monitors liquidity risk limits (liquidity gap, ratio observance); reporting
is periodically presented and discussed at the CRFMG.
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QUANTITATIVE INFORMATION

Break-down by contractual residual maturity of financial assetsand liabilities

Definite duration

Upto
On P Between 3 Between 1 Beyond Indefinite
demand 3 months and 12 months and 5years Syears duration Total
(€/mil)
A. Assets
A.1 Investments held for
trading 3,666 552 4,502 4,522 2,949 5 16,196
A.2 Investments evaluated
at fair value 5 7 366 465 153 — 996
A.3 Availablefor sale
investments 3,732 274 219 1,676 4,869 10 10,780
A.4 Investments held to
maturity — 282 51 1,629 573 — 2,535
A.5 Due from banks 4,244 16,672 5,202 1,861 724 70 28,773
A.6 Loansto customers 22,115 20,231 15,174 41,212 38,437 2,718 139,887
Total on balance
financial assets 33,762 38,018 25,514 51,365 47,705 2,803 199,167
A.7 Off-balance sheet
transactions 48,946 184,039 102,230 96,473 447,378 316,597 1,195,663
Total assets 82,708 222,057 127,744 147,838 495,083 319,400 1,394,830
B. Liabilities
B.1 Dueto customers 73,377 16,922 3,244 618 252 2 94,415
B.2 Due to banks 6,535 14,861 4,576 2,942 6,852 — 35,766
B.3 Securitiesissued 1,992 9,723 6,472 25,361 8,021 — 51,569
B.4 Financial liabilities
held for trading 34 24 453 942 549 339 2,341
B.5 Financial liabilities
evaluated at fair value — 143 383 2,999 3 — 3,528
Total on balance
financial liabilities 81,938 41,673 15,128 32,862 15,677 341 187,619
B.6 Off-balance sheet
transactions 50,832 162,497 107,463 87,663 486,946 300,262 1,195,663
Total liabilities 132,770 204,170 122,591 120,525 502,623 300,603 1,383,282
2. Break-down of financial liabilities by sector
Other
Governments public Financial Insurance  Non-financial
Counterparty and Central Banks entities companies Banks companies companies
(€/mil)
1. Due to customers 1,888 2,204 11,829 — 1,189 23,161
2. Securitiesissued — — 2,832 505 — 4,179
3. Financial liabilities held for
trading 557 1,313 88 156 — 111
4, Financial liabilities evaluated at
fair value — — 98 3,524 — —
Total 2,445 3,517 14,847 4,185 1,189 27,451
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3. Break-down of financial liabilities by region

Other European Rest of
Counterparty Italy countries America Asia theworld
(€/mil)
1. Due to customers 80,309 7,389 3,168 656 784
2. Due to banks 11,838 8,146 1964 2,812 10,922
3. Securities issued 37,588 7578 2,028 4,223 —
4. Financial liabilities held for trading 798 1,364 164 — 18
5. Financial liabilities evaluated at fair value 25,901 — — — —
Total 156,434 24477 7,324 7,691 11,724

1.4 OPERATIONAL RISK
SANPAOLO IMI considers two other types of risk in its models: the operational risk and the business risk.
OPERATIONAL RISK

The operational risk is defined as the risk of incurring losses as aresult of failuresin interna control or information
systems, personnel or external events. Theinternal definition of operational risk includes the risk introduced by the New
Basel Capital Accord, extending it to include the reputational risk.

SANPAOLO IMI has defined the overall Operational risk management framework by setting up a Group policy and
organizational processes for measuring, managing and controlling operational risk. The control of operational risk is
attributed to the Parent Bank's Board of Directors, that sets the management policies and the subsegquent organizational
structure. The Operational Risk Committee (made up of the General Manager and Department Managers) has the task of
monitoring the operational risk profile of the Group and deciding the main activities of mitigation and transfer. The
centralized unit at Group level, part of Risk Management, is responsible for devel oping methodol ogies for measuring risk,
processing loss data and preparing the resultant management instruments. In line with Basel 2 requirements, the business
lines, subsidiaries and the Corporate Centre structures are now directly involved in the Operational Risk Management
process, by means of setting up specific decentralized control centers at the operational units. These decentralized centers are
responsible for the processes of gathering information about events that have generated operational losses, carrying out
analyses of scenarios and evaluating the riskiness associated with the business environment and the operating context.

The measurement methodology of the operational risk profile requires the combined use of information on internal and
external historical operational losses, with qualitative factors deriving from scenario analyses and evaluations of the system of
internal controls and of the operating context.

Theinternal operational losses are recorded by decentralized control centers, suitably verified by the central structure
and managed by a dedicated computer system. For each category of risk, in line with the definitions of the Basel regulations,
the database of historical eventsisanayzed, including both internal Group events and events traceable to the participation in
loss data sharing initiatives (DIPO in Italy and ORX at international level). Results are obtained by applying actuarial
techniques that separately analyze the frequency and the severity of events and subsequently create, by means of suitable
Monte Carlo techniques, the aggregated annual loss distribution and consequently the measurement of risk.

The scenario analyses are based on structured and organized gathering of subjective estimates expressed directly by
Management (Business Areas/Corporate Center) and have as their objective the
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evaluation of the potential economic impact for particularly serious operational events. These evaluations, calculated with
statistical-actuarial techniques, give an estimate of unexpected loss that is subsequently integrated with the measurement
obtained from the analysis of historical 1oss data.

Capital at risk istherefore identified as the minimum measurement at Group level, net of insurance cover, necessary to
bear the maximum potential annual loss with alevel of confidence of 99.95% (99.9% for regulation measurement). The
methodology also applies a corrective factor, which derives from the qualitative analyses of the riskiness of the operating
context, to take account of the efficiency of internal controlsin the various organizational units.

BUSINESSRISK

The businessrisk (or strategic risk) is defined as the risk of incurring losses because of changes in the macro-or
micro-economic scenario that could jeopardize the ability to generate income, typically by a drop in operating volumes or
margin compression. It is evaluated by breaking down the activities in the Business Areas, based on the respective cost and
revenue structures, in elementary "industrial" businesses (for example data processing, consultancy and distribution). The
level of capitalization in line with the level observed in companies operating with the same processes is attributed to the
Business Areas.

LEGAL DISPUTES
Anatocism

In March 1999, the Italian Court of Cassation declared the quarterly capitalization of interest payable to be illegitimate,
thereby completely changing the previous law based on the assumption that the relevant clauses in bank contracts do not
integrate "regulatory" use as believed in the past, but rather "trading” use, which contrasts with the prohibition of anatocism
pursuant to Art. 1283 of the Italian Civil Code.

The subseguent D.Lgs. no. 342 of 1999 confirmed the legitimacy of capitalization of interest in current accounts, as long
asit has the same periodicity of calculating interest for both debt and credit interest. From the date of this regulation coming
into force (April 2000), al current account operations have been brought into line, with quarterly capitalization of both
interest income and expense. Therefore, the dispute which has arisen about this concerns only those contracts which were
agreed before the indicated date.

With the decision of both its Sections on 4/11/2004, the Court of Cassation has again excluded the possibility that said
use may become the rule. Thisruling by the Court of Cassation has not moreover eliminated the possibility of maintaining
(onthe basis of profiles different from those examined) the legitimacy of methods of infra-annual interest calculation: in
some cases the prevailing legislation has actually recognized the soundness of these different profiles.

The overall number of pending casesis at an insignificant level in absolute terms, and is subject to careful monitoring.
Therisks related to these disputes are covered by prudential allocationsto the provision for other risks and charges,
commensurate with the amount of individual reguests by the court. Also in case no specific amount is requested (on the part
of the party who brings the case to court) and until the judicial accounting appraisal is carried out at the investigating stage,
therisk of legal dispute is catered for by adequate allocations to the provisions for risks and charges covering pending legal
disputes.
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GEST Linedispute

GEST Line S.p.A. isthe SANPAOLO IMI Group company that carries out tax collection activities, created as aresult of
the merger of Gerico, Sanpaolo Riscossioni Genova, Sanpaolo Riscossioni Prato and Esaban tax collecting companies.

The risks connected to this dispute are almost exclusively attributable to a dispute with the tax authoritiesin respect of
claims of irregularities and vary by nature and size according to the business of each merged company.

With reference to Gerico S.p.A., previously a subsidiary of the former Cardine Bancawhich was later merged by
incorporation into SANPAOLO IMI S.p.A., there are a number of administrative and accounting proceedings pending, filed
by local Tax Offices and by the General Accounting Office for alleged tax irregularities that give rise to liabilities owing to
failure to collect taxes. More specifically, the aforementioned proceedings are connected with alleged irregul arities
committed by some tax collection officials while carrying out report drafting activities during inspections at delinquent
taxpayers premises. These proceedings are still pending, being dealt by either first or higher-instance courts, and are
constantly defended by the legal professionals engaged by the company.

The dispute involving Esaban S.p.A. (acompany in the tax collection sector of former Banco di Napoli, which
incorporated all the other tax collection companies of the Group, changing its name to GEST Line S.p.A.) originated from a
series of provisions denying the reimbursements issued by the tax authorities in the years 1999 - 2001, all appealed against
following the hierarchical line.

The risks connected with the Gerico S.p.A. and Esaban S.p.A. disputes are covered by unlimited guarantees already
received by the aforementioned companies from the companies transferring the respective tax collection branches of business
(each of the savings banks then merged into Cardine Banca and former Banco di Napoli). The abovementioned guarantees
cover any losses or contingent liabilities following events prior to the respective dates of transfer and expire in 2005, without
prejudice to the court cases pending on that date, for which the abovementioned guaranteeis also valid beyond the said expiry
date. In light of the events involving the merger of Cardine Banca and Banco di Napoli, SANPAOLO IMI took over the
commitments deriving from the af orementioned guarantees, the risks of which are, as awhole, covered by appropriate
accruals.

Pursuant to Article 1, commas 426, 426 bis and 426 ter of Law no. 311/2004, the facility has been granted to
concessionary companies of correcting, with regard to the inland revenue and other bodies, the administrative responsibilities
deriving from the activity carried out until June 30, 2005 by means of payment of afixed amount per inhabitant served.

GEST Line has decided to adhere to the abovementioned correction by making the first of three payments, equal to 40%
of the total sum to pay.

Therisk pertaining to the dispute in respect of the tax collection activities of the concession in Veniceis not comprised
in the aforementioned guarantees and, instead, solely affects the capital of GEST Line. Following the proceedings for fiscal
damages because of alleged irregularities by some tax officials, the local section of the General Accounting Office ruled
against the licensee.

The measures have been regularly impugned before the administrative and accounting judge, and so have the previously
mentioned sentences, with suspension of their executive effect.

Thetotal risk, that—as mentioned—encumbers the equity of GEST Linein its entirety, amounts to about 13 million euro
and is offset by a congruous allocation.
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The Cirio group insolvency in respect of the sale of bonds

In November 2002, the Cirio group, one of the largest Italian groups operating in the agro-industrial sector, was declared
insolvent in respect of the repayment of aloan issued on the Euromarket. This event led to a cross default on all the existing
issues. The bonds issued by the Cirio group had a nominal value totaling around 1.25 billion euro. The SANPAOLO IMI
Group, like al primary Italian banking groups, had |oan transactions with the Cirio group.

Consob proceedingsin relation to operations carried out on Cirio bonds

Following the investigations carried out in April-October 2003, in relation to SANPAOLO IMI's dedlings in Cirio bonds
during the 2000/2002 three-year period, in aletter of May 4, 2004, Consob raised a series of claims of alleged violation of the
regulations governing the sector in which SANPAOLO IMI supposedly operated when trading in the aforementioned bonds.

These claims were notified to the Bank, the members of the Board of Directors and to the Board of Statutory Auditorsin
office at the time of the dealings, as well as to some company directors who, at various levels, were considered responsible
for the activities connected to the alleged irregularities.

Both the Bank and the other accused parties have moved to formulate their statements for their defense. The
administrative proceedings were concluded through a decree issued by the Ministry of Finance on February 28, 2005 which,
accepting the proposal made by Consob, inflicted fines on each of the accused but it was the Bank which was ordered to pay
the relevant amounts, being jointly liable with the other parties according to Art. 195, subsection 9 of D.Lgs. 58/1998.

The Bank and each of the sanctioned parties have appealed against the af orementioned ruling before the competent
Court of Appeal of Turin. The relative proceedings were concluded with a measure published on January 18, 2006, in which
the Court has rejected the defensive arguments of the opponents, consequently confirming the sanctions decided by the
Ministry of Finance, with the exception of three individual positions in relation to which one has ascertained an invalidating
defect as to the notification. The Bank has in the meanwhile provided, in its capacity of joint obligor with the parties subject
to the sanctions, to comply with the payment order issued to it, reserving itself the right to value, with its consultants, the
existence of elements that may serve to corroborate a possible impugnation before the Court of Cassation.

Criminal investigationsrelated to Cirio

At the sametime, the Criminal Courts are investigating a number of credit institutions, including SANPAOLO IMl,
concerning dealing activities with saversin relation to bonds issued by Cirio group companies and the management of
financial activities with the aforementioned group. The investigations, the preliminary stage of which were on May 11, 2005,
involve also some corporate people, including two Directors who are no longer in office.

Confident of the absolute regularity, in general terms, of the Company's activitiesin relation to the investigations being
carried out by the Criminal Courts and, in particular, of the total lack of involvement of the aforementioned company
representatives, the Bank is monitoring the development of the proceedings under way.

Revocatory actionsfiled by the Commission for the Parmalat group companies under insolvency proceedings

In the period between the end of 2004 and mid-2005, the Commission for the Parmalat group companies filed against the
SANPAOLO IMI Group—as well as against many other Italian and foreign banks—a series of revocatory actions pursuant to
Art. 67, para. 2 of the Bankruptcy Law, aimed at obtaining repayment of all remittances of funds made on current accounts
held with SANPAOLO IMI,
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Cassadi Risparmio in Bolognaand Cassa di Risparmio di Padova e Rovigo by Parmalat group companies in the year before
the insolvency proceedings were ingtituted.

The total amount claimed in the eight proceedings thus instituted is equal to approximately 1.261 million euro.

Following the internal preliminary investigation on the legitimacy of the claims, it was considered, in agreement with the
legal advisors who assist the Group companiesin the legal dispute, that the risk associated with these judgmentsis barely
significant compared to the actual amounts of the claims, as many preliminary legal exceptions could resolve the dispute
favorably and also because the claims for the repayment of the sums lack the requisites to be treated as payments.

In connection to some decisions issued between the end of 2005 and the beginning of 2006, the Court of Parma has seen
fit, as not manifestly unfounded and significant for the purposes of the decision, to defer the questions of legitimacy raised
both by the Banks of the Sanpaolo Group and by other Banks within the context of their respective legal actions aimed at
revocation to the scrutiny of the Constitutional Court. The matter will remain suspended until the decision of the Court.

Such risk is sufficiently covered by specific accruals to provisions for risks and charges.

Proceedings aimed at reparation of damages against Banca IM| initiated by the Court-appointed Liquidator of
Parmalat S.p.a and Parmalat Finance Corporation B.V.

With a summons of summons received by Banca IMI on September 19, 2005, the Court-appointed Liquidator of
Parmalat S.p.aand Parmalat Finance Corporation B.V. hasinitiated, on behalf of said companies, a suit aimed at obtaining
reparation of damages concerning the theorized responsibility resulting from the participation of Banca IMI, as co-lead
manager, in the consortiums for the placement concerning three bonded |oans issued by Parmalat Finance Corporation B.V.
with the guarantee of Parmalat S.p.a. between the beginning of 2000 and the beginning of 2001.

The claim for damagesiis filed for presumed damages of at least 1,300 million euro, equivalent to the nominal value of
the bonds subject to placement.

Banca IMI has appeared before the court raising numerous prejudicial objections concerning the unacceptability and
legitimacy—in relation to both constitutional and community law—of the action initiated by the Court-appointed Liquidator
and objecting, as to the merits, the complete unfoundedness of every claim for reparation.

Consequently, based on the valuations made by the lawyers assisting Banca IMI, it has not been deemed necessary to
make specific allocations.

The management of claimsrelating to defaulted bonds

Asregards complaints by customers holding Parmalat, Cirio and Argentine bonds, the Group policy isthat Group
companies should carefully evaluate that the financial instruments sold to customers are adequate to each investor's financial
standing.

Contingent liabilities relating to complaints concerning said bonds are adequately covered by accruals to the provision
for risks and charges. As of December 31, 2005, the related accruals amounted to 22 million euro.

Disputerelating to the sanction proceedingsinitiated by Consob against Sanpaolo IMI Asset Management S.G.R.
Sp.A.

The pecuniary administrative penalties imposed by the Ministry of Finance upon proposal by Consob because of
investigations carried out at the premises of Sanpaolo IMI Asset Management have
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been appealed against, in accordance with Art. 195 TUF (Consolidated Financia Law), by SGR and its sanctioned
representatives before the Court of Appeal of Milan which, on November 26, 2003, ruled that the penalties were illegal.
Consob and the Ministry have filed an appeal against this decision before the Italian Court of Cassation. SGR immediately
filed a counterclaim, requesting the dismissal of the appeals filed by the Authorities. The related judgment is still pending.

Proceedingsinitiated by the Antitrust Authority against the former Sanpaolo IM| Wealth Management (now
Sanpaolo IM| Asset Management SGR) and the former Fideuram Vita (now A.l.P.)

In January 2004 the Antitrust Authority notified Sanpaolo IMI1 Wealth Management, as holding company and outsourcer
of Sanpaolo Vita, and Fideuram Vita that they were subject to investigations in respect of the purchase of a database from a
company specialized in analyzing the insurance market. This database contained information concerning contractual
conditions, prices and methods of distribution of life insurance and pension products. Having concluded the investigation,
initially performed on a number of insurance companies and then on the aforementioned Group companies, the Antitrust
Authority issued, on September 30, 2004, a measure in which, whilst not inflicting pecuniary sanctions, ascertained the
existence, among the companies facing proceedings, in violation of Art. 2, para, 2 of Law 287/90, of a horizontal agreement
consisting of the exchange of delicate commercia information between competing companies.

The abovementioned sanction was appeal ed against before the TAR (Regional Administrative Court) in Lazio, which
overruled it on April 27, 2005, asserting that no such restriction of competition existed. The Guarantor Authority has
impugned the sentence before the Council of State and the relative proceedings, in which both SANPAOLO IMI (that due to
subsequent company changes, has taken over the specific positions that originally concerned Sanpaolo IMI Wealth
Management) and A.l.P. will present their defenses, are still pending.

Proceedingsinitiated by the Legal Authoritiesagainst certain financial planners of Banca Fideuram and employees of
the subsidiary Fideuram Bank Suisse

There are no developments as to the investigations initiated by the Juridical Authoritiesthat concern a number of
financial promoters of the Banca Fideuram group and employees of the subsidiary Fideuram Bank Suisse. The disputes
concern, in their entirety, the hypothesis of complicity in the crime of illicit practice (that consists of the offer, on the part of a
party that is not authorised in Italy, of investment services or financial products) with the exception of asingle financial
promoter, who is no longer active today, and who is aso charged with the crime of money-laundering. The Bank has set up a
specific work team for the rigorous verification of the facts, and has assured the investigating authorities the greatest possible
collaboration.

Investigationsinitiated by the Public Prosecutor's office of Spoleto against Sanpaolo Invest SIM S.p.A. and Banca
Fideuram S.p.A.

On May 5, 2005, the Public Prosecutor's office of Spoleto terminated its investigation of a case involving a number of
crimes committed against some customers by a Sanpaolo Invest SIM financial planner.

Theinvestigation involved also some representatives of Sanpaolo Invest who were accused of violating Art. 2638 of the
Italian Civil Code on the assumption that they had not informed Consob of the irregularities found in connection with the
abovementioned case during verification on the internal control procedures related to the financial planners.

The alleged accusations made against the previously mentioned representatives caused Sanpaolo Invest, as well as Banca
Fideuram (held to be jointly responsible by virtue of being the beneficiary of
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the partial spin-off of the banking branch previously owned by Sanpaolo Invest Sim), to be held liable for the alleged
violation of Law 231/2001.

Such responsihility, if established, entails the application of penalties which, with regard to the type of crime challenged
to the company representatives, are only pecuniary.

A working group that has been set up at the Parent Bank carefully monitors the proceedings, which have only gone as far
asthe preliminary stage.

In June 2005, Consob launched an investigation into Sanpaolo Invest SIM with regard to the efficiency of its
management and internal control processes.

On conclusion of this investigation, Consob initiated, with writ served on January 4, 2006 against representatives of
Sanpaolo Invest Sim and the Company itself asjointly obliged with the former, proceedings aimed at inflicting sanctions for a
number of presumed violations of regulations, principally on the subject of internal audits. Sanpaolo Invest Sim and the
addressees of the contestations have formulated their deductions, among other things highlighting that the current procedures
comply with the regulationsin force.

Initiativestaken by Consob against Banca Fideuram S.p.A.

Following a series of meetings held with the management of Banca Fideuram, on June 9, 2005 Consob, as part of its
supervisory powers, brought to the attention of Banca Fideuram that there were a number of weaknesses in the procedures
followed for investment and consultancy services provided to customers as well asin those relating to the internal control
systems.

Consob also requested Banca Fideuram to make all necessary arrangements to correct all the weaknesses that had been
highlighted in relation to which the Bank had moreover already launched, before the intervention of Consob, awork plan
aimed at making the necessary corrections.

The Bank Bodies then approved the actions to be taken to improve the abovementioned procedures, paying particular
attention to the assessment of the adequacy of the transaction carried out by it.

Investigationsinitiated by the Attorney's Office of Cagliari against employees of Sardinian public employees aswell as
promotersand employees of Banca Fideuram.

In February 2005 the Attorney's Office of Cagliari, concluded the preliminary investigation carried out by it concerning
ahypothesis of fraud perpetrated to the damage of anumber of Sardinian regiona institutions; the investigation, that was
triggered by crimes committed by a promoter of Banca Fideuram, has also involved employees of the Bank and other
promoters of the network structure.

IMI Sir dispute

Other assetsinclude 1.3 million euro that refer to the estimated realizable value of the credit, which was definitively
enforced by the Civil Section of the Italian Court of Cassation through sentence no. 2469/03. This sentence has substantially
confirmed decision no. 2887, passed by the Rome Court of Appeal on September 11, 2001, which condemned Consorzio
Bancario SIR S.p.A. (in liquidation) to reimburse the Bank the sum of 506 million euro previously paid by IMI to the heirs of
Mr. Nino Rovelli as compensation for damages, in accordance with the sentence passed by the Rome Court of Appeal on
November 26, 1990. However, the sentence changed the ruling on the amount of interest payable by the Consorzio—on the
grounds of procedures and not of merit—in respect of whether or not it should include the amount matured from the date on
which the appeal was served (egqual to around 72.5 million euro as of December 31, 2001). Furthermore, the Italian Court of
Cassation referred to another section of the Rome Appeal Court the decision on whether or not the total amount
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owed to the Bank by the Consorzio should be reduced by approximately 14.5 million euro, as compensation for the damages
related to the transaction between the Consorzio and IMI in respect of the additional agreement of July 19, 1979: if the tria
judge holds the claim amount unjustified, the sentence against the Consorzio to pay the sum of 506 million euro will be
reduced accordingly. In this respect, proceedings have begun, within the terms, for the resummons of the sentence before the
Rome Court of Appeal, where judgment is currently pending.

The same Italian Court of Cassation sentence passed final judgment on the right of the Consorzio to be held harmless by
Mrs. Battistella Primarosa (heir to Mr. Nino Rovelli) and Eurovalori S.p.A.. The Italian Court of Cassation aso endowed the
Consorzio's right to recourse as subordinate to the previous payment of the amount owed to SANPAOLO IMI S.p.A. and
assigned the sentence on this particular appeal to the trial judge. Judgment commenced in February 2004 and is still under

way.

For the purposes of preparing the financial statements, the book value of the credit subject to the Italian Court of
Cassation sentence has been calculated in accordance with applicable accounting standards as regards revenue recognition on
the basis of its estimated realizable value, as confirmed by authoritative opinions.

With reference to the above, taking into account that the initiatives taken so far have not achieved tangible results, the
Bank has considered that the estimated realizable value of the amount receivable in question should be within the bounds of
the Consorzio's capital and its ability to pay; such amount, net of the effects attributable to the previously mentioned Italian
Court of Cassation sentence, being substantially in line with that currently recorded.

In line with the estimated value of the amount receivable, it is worth noting that, since 2001, the investment held in the
Consorzio has been written down to zero.

damages, it is underlined that on April 29, 2003, the Criminal Section IV of the Court of Milan finally sentenced Rovelli's
heir and the other co-defendants to different terms of imprisonment in relation to their respective levels of responsibility for
the crimes committed, as well asto pay the sum of 516 million euro to the plaintiffs as moral damage.

The above sentence was overruled by the Criminal Section Il of the Milan Court of Appeal through a sentence issued on
May 23, 2005, which, by confirming (though with the mitigation of penalties) the responsibility of the defendants concerning
the corruption case that affected the outcome of the IMI Sir dispute, has a so revoked the sentence against the defendants to
pay damages for moral injury, giving the civil court judge the task to establish the amount of the total offence damages. Such
sentence was appeal ed against and is currently being examined by the Italian Court of Cassation.

In the context, it is extremely clear that the actual amount receivable from Consorzio Bancario SIR S.p.A. in liquidation
is correct.
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SECTION 2—INSURANCE COMPANIES RISKS
2.1 INSURANCE RISKS
Lifebranch

The typical risks of alifeinsurance portfolio can be divided into three main categories of risk: insurance rating risk,
death risk and reserve risk.

Insurance rating risks are protected first of all during the definition of the technical features and product pricing and
subsequently during the life of the instrument by means of periodic checks on the sustainability and the technical foundations
and the hypotheses which were initially adopted in order to understand the effective sustainability and profitability both at the
product level and at the portfolio level, including all of the Company's liabilities. Among the instruments used during
definition of aproduct is profit testing, which apart from measuring the profitability is used to identify in advance any
weaknesses (technical or economic) in the product itself, in order to correct them beforehand.

The actuarial risks arise when we record an unfavorable trend in actual accidents compared with the estimated trend
when the rate was calculated and these risks are reflected in the level of reserves. The Company guards against these risks by
means of statistical analysis of the evolution (subdivided by risk type) of the liabilities of its own contract portfolio. Therefore
the evolution for example of the demographic components is protected on the one hand by monitoring the propensity to
effective income of our own portfolio, and on the other hand by analyzing the actual accidents of some contractual categories
and from the analysis of the forms supplied by the Ministry and, not least, with the active participation in work groups
proposed by the Ingtitutional Organs. In terms of reserves, these risks are accounted for via the placing in the financial
statements of the supplementary allocations deriving from the abovementioned analyses, i.e. from the use of technical
foundations that are updated and recognized at the level of Control Body. Among the risks that require particular attention we
mention here a so the risks connected with hedging the costs. To this end the Company has developed a detailed analysis
model that allows it to analyze costs by product macrocategory and by life cycle of the product itself. Thistool, which is
shared by several departments of the Company, is used to monitor costs, the correct rate and the sustainability of the reserves.

The mathematical reserves are calculated contract by contract and the methodology used to determine the reserves takes
account of al the future commitments of the company. In addition a series of checksis carried out, both detailed (with
preventive checks for example on the correct system saving of the variables necessary for the calculation like yields,
guotations, technical foundations, parameters for the supplementary reserves, recalculation of the value of single contracts)
and overall, by comparing the results with the estimates that are produced on a monthly basis.

Casualty branch

Regarding the assuming of risk, the policies at the time of purchase are checked in order to verify the correspondence of
the portfolio with the technical and rate settings agreed with the sales network.

The check, apart from being formal is therefore also substantial and allows, in particular, verification of the exposure in
terms of capital—Ilimits of liability.

Afterwards the statistical checks are carried out, to check for potentially anomalous situations (like for example a
concentration by area or by type of risk), and to keep under control the accumulation at the level of individual persons (with
particular reference to policies that provide cover in the accident and illness branches).
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Risk concentration factors

Among the risk concentration factors used for calculating the rates and with particular reference to the R.C.Auto and
illness branches, the table below shows the premium assignments for each Italian region.

Regions premiums
PIEDMONT 34,242
VAL D'AOSTA 195
LIGURIA 673
LOMBARDY 4,060
TRENTINO ALTO ADIGE 13
VENETO 432
FRIULI VENEZIA GIULIA 99
EMILIA ROMAGNA 413
MARCHE 8l
TUSCANY 177
UMBRIA 47
LAZIO 8,537
CAMPANIA 1,200
ABRUZZO 155
MOLISE 62
PUGLIA 384
BASILICATA 62
CALABRIA 216
SICILY 320
SARDINIA 115
TOTAL 61,179

Risk protection factors
The reinsurance structure for the year 2005 for the companies Egida and Fideuram Assicurazioni is given below.
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Reinsurance structure for Egida S.p.A.

BRANCHES/PRODUCTS TYPE QUOTA ASSIGNED/PRIORITY
INJURY QUOTA ASSIGNED  30%
ILLNESS QUOTA ASSIGNED  20%
TERRESTRIAL VEHICLES QUOTA ASSIGNED  50%
FIRE AND NATURAL QUOTA ASSIGNED
ELEMENTS + 50%
NATURAL + GCL 1° layer: 750,000 per risk and 1,000,000 per
DAMAGE EXCESS  event;
2° layer: 3,000,000 per event
CL TERRESTRIAL QUOTA ASSIGNED
VEHICLES + 50%
1° layer: 750,000 per event; 2°layer:
DAMAGE EXCESS 1,500,000 per event
OTHER BRANCHES QUOTA ASSIGNED  60%
SANPAOLO GROUP CPI
CP PRODUCT QUOTA ASSIGNED  40%
CPI POSTS PRODUCT QUOTA ASSIGNED  60%
BRANCHES/PRODUCTS TYPE QUOTA ASSIGNED/PRIORITY
INJURY QUOTA ASSIGNED  25% AVERAGE ASSIGNED previous
years,
20% 2005.
FACULTATIVE UP TO 60% OF 100%.
Non-standard risks.
DAMAGE EXCESS  PROTECTING THE REMNANT
1° layer: € 200,000 XS 60,000 deductible
aggregate 120,000;
2° layer: € 260,000 X S 260,000;
3° layer: € 520,000 XS 520,000 (at least 2
witnesses);
4° layer: € 4,160,000 XS 1,040,000 (at least
2 witnesses).
ILLNESS QUOTA ASSIGNED  26% AVERAGE ASSIGNED previous
years.
FACULTATIVE UP TO 60% OF 100%.
(IPM
GUARANTEE) Non-standard risks.
DAMAGE EXCESS  PROTECTING THE REMNANT

FIRE AND NATURAL
ELEMENTS + GCL

OTHER PROPERTY
DAMAGE

(IPM GUARANTEE)

FACULTATIVE

DAMAGE EXCESS

FACULTATIVE

DAMAGE EXCESS

1° layer: € 200,000 XS 60,000 deductible
aggregate 120,000;

2° layer: € 260,000 X S 260,000;

3° layer: € 520,000 XS 520,000 (at least 2
witnesses);

4° layer: € 4,160,000 XS 1,040,000 (at least
2 witnesses).

UP TO 80%.

Non-standard risks.

PROTECTING THE ENTIRE PORTFOLIO
single layer: € 1,948,000 XS 52,000 (per risk
and per event).

80%.

PROTECTING THE ENTIRE PORTFOLIO.
Single layer: € 1,948,000 XS 10,000 (per risk
and per event).
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2.2 FINANCIAL RISKS
QUALITATIVE INFORMATION

Theinsurance risks, concentrated in the A.l.P. Group, are generated by life policies of the traditional, revaluable type
and of the index-linked and unit-linked types. The former offer theinsured, apart from participation in the profit from the
fund management, a minimum guaranteed level and therefore generate proprietary financial and credit risks for the insurance
Company, risks that are linked to the characteristics of the investment portfolio vis-a-vis the commitments made to the
insured. Index-linked and unit-linked policies which usually do not present direct risks are are in any case monitored with
regard to reputation risks.

In line with the growing attention to value, risk and capital which have in the last two years affected the insurance sector,
in 2005 A.l1.P. began a series of initiatives aimed both at reinforcing the risk governance and at managing and controlling the
risk based capital. In particular, the Company has taken on an Investment Policy that defines the goals and the limits that are
needed to distinguish the investments of the separately managed accounts in terms of asset allocation, long-term investments,
credit risk, concentration risk and market risk. For investiments vis-&-vis free assets there are special limitsin terms of VaR
with atime span of ayear and a confidence level of 99%.

With regard to management and control of value and risk, in the second half of 2005 the Company launched FAP
(Financia Analysis Program), which allows the construction of a dynamic model that can make forecasts of
stochastically-generated economic scenarios, simulating the evolution of the value of assets and liabilities based on the
technical characteristics of the products, the significant financial variables and a management rule that directs investments
disinvestments. Therisk factors considered by the model are of an actuarial and financial nature. Among the former, the FAP
models risks deriving from the dynamics of an extreme surrendering of policies, from sharp changes in mortality and
longevity, and from pressure on costs; among the latter, the FAP takes into consideration scenarios of stress over year-long
time spans on interest rates, on credit spread and on stock market trends.

QUANTITATIVE INFORMATION

At the end of 2005, the investment portfolio for traditional revaluable policies and free assets amounted, at market value,
to over 20 billion euro and is 94.3% made up of bond securities while the stock component amounts to 5.7%.
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In conformance with the directives established by the Investment Policy, the credit quality of the bond investmentsis
high, asis shown in the chart.
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A.1.P.: exposure of debt securities by rating

The 10-day VaR of the investments made by A.l.P. vis-avis free assets amounts, at the end of December, to 13 million
euro.

Financial derivativeinstruments
The notional values of the financial derivatives at the end of 2005 are shown below:

Financial derivatives. end-of-period notional values

Equities

Debt securities and equity price Exchangerate Total asat
Type of and interest rates index and gold Other values 12/31/2005
portfolio/Underlying
instrument Listed Unlisted Listed Unlisted Listed Unlisted Listed Unlisted Listed  Unlisted

(€/mil)

A Trading — 4,286 — — — — — 250 4,536
B Hedging — 106 — — — — — 106
Total — 4,392 — — — — — 250 — 4,642

The related positive and negative fair values amount, respectively, to 262 million euro and 189 million euro as at
December 31, 2005.
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PART F—INFORMATION ON CONSOLIDATED SHAREHOLDERS EQUITY
SECTION 1—CONSOLIDATED SHAREHOLDERS EQUITY

The consolidated shareholders equity represents the equity owned by the Group and is made up of all those elements
which are not included in the definition of assets or liabilities according to the measurement and quantification methods
defined by the international standards.

As regards the management of the economic capital, the average absorbed capital was assigned to the single Business
Sectors (Banking, Savings and Assurance, Asset Management and International Private Banking, Central Functions) which
form the organizational structure of the SANPAOLO IMI Group, on the basis of the current risks (credit, market and
operative) measured according to the VaR approach; those risks are entirely confronted with the tier 1 capital. The only
exception is Banca Fideuram, operating in the sector of Savings and Assurance, for which the exact end of period book value
of the shareholders' equity (excluding the profit of the period) was taken as reference asit is a listed company.

In particular, the Group's policy of capital management aims at prompt recapitalization of subsidiaries according to
specific operative requirements, in compliance with the company's practice which requires that the maximum dividend
possible be distributed by the Group's companies.

As regards the insurance companies, being part of the Group and operating in the life and/or casualty branches, in
compliance with provisions set in the Insurance Code as per L.Dgs. no. 209 of September 7, 2005, such companies must
check that the company has sufficient own equity to guarantee the solvency with respect to the commitments taken towards
customers.

These requirements are audited through the calculation of the solvency margin (called "corrected" if calculated at
consolidation level) which compares the equity at the company's disposal (capital, equity reserves, subordinated loans within
the preset limits and characteristics, in addition to other integrative elements submitted to the approval of the Regulatory
Authority), which contribute to quantifying the available margin, with the company's undertakings (required margin). The
amount of such margin is determined on the basis of preset ratios between premiums collected or claims paid (flow data) and
the size of technical reserves at year end (stock data).

Under the management profile, the company constantly monitors the presence of minimum requirements of
capitalization set by regulationsin force, by evaluating the trend of the required margin with respect to the devel opment of
the portfolio, in order to calibrate its insurance offer in the best way and manage its equity availability also considering its
consistency with the regulatory requirements.

The composition and amount of the Group's and its components' equity is shown in Section 15 of the
Liahilities—GROUP EQUITY.

SECTION 2—REGULATORY CAPITAL AND SOLVENCY RATIOS

The concept of risk capital was introduced by the Basel Committee in 1988 and the European guidelines, aiming at
limiting the insolvency risk of financial intermediaries, are indicated in the EU Directive 2000/12/EEC.

According to EU instructions, since 1992 Bank of Italy decided that the capital adequacy of a bank should be evaluated
according to the ratio between regulatory capital and the total of the weighted risk assets. In particular, the regulatory capital,
made of tier 1 capital and tier 1l capital, must not be lower, on a consolidated basis, than 8% of weighted risk assets.
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Tier 1 capital

The paid-up capital, reserves and capital innovation instruments, such as preferred shares, are top-quality capital
elements. The total of such elements, after deduction of own shares or quotas, of intangible assets, as well as of losses
recorded in previous and current fiscal years, form thetier 1 capital. The innovative capital instruments can be included in tier
1, up to 15% of the total of tier 1 capital. The possible surplus can be assigned to thetier |1 capital and can be classified
among the hybrid capitalization instruments.

Tier |l capital

The appreciation reserves, the hybrid instruments and subordinated liabilities usually form thetier Il capital elements.
Tier 1l capital must not be higher than tier 1 capital and certain elementsincluded in tier 11 cannot be higher than a specified
amount: subordinated liabilities, for example, cannot exceed 50% of tier 1.

The solvency ratio must be calculated on the basis of the amount of tier 1 capital and tier 11 capital, net of shareholding
investmentsin financial and insurance companies, hybrid instruments, and subordinated |oans granted to the same entities.

In order to evaluate the capital adequacy, the bank capital must be calculated in relation to the amount of weighted assets
for its own risk. Therefore, the various asset categories are weighted by granting one of the following risk percentages:
0%, 20%, 50%, 100% and 200%.

Furthermore, as of December 2005, the composition and amount of regulatory capital are being processed in compliance
with the so-called "discipline of prudential filters" issued in November 2005 by the Regulatory Body in order to regulate the
effects of the implementation of IAS/IFRS on the regulatory capital in banks. The calculation of such capital must take into
account provisions set by the Directive 2002/87/EEC regarding financial conglomerates and include deduction of
shareholding investments in insurance companies, as well as subordinated loans granted to them.

The approach recommended by the Basel Committee and by CEBS, included in instructions given by the Bank of Italy,
broadly states that, for activities differing from trading, capital losses should be deduced line by line at fair value valuation
from the tier 1 capital, and capital gains should be partially computed at fair value valuation in thetier I capital (i.e.
asymmetric approach).

In particular, the regulatory capital calculation as of December 31, 2005, took into account the specific provisions given
by the Regulatory Body, and according to such recommendations, the following guidelines were applied.

*  Financial assets available for sale: for the "debt securities’ and "equities’ portfolios, the accumulated net capital
losses were deduced line by line from tier 1 capital and the net capital gain wasincluded at 50% in tier |1 capital.
The evaluation effects of oans were not included in the computation of the regulatory capital, while depreciation
deriving from impairment of the creditworthiness of the debtor/issuer were deduced from tier 1.

* Real estate and works of art: capital gains deriving from the adjustment of the real estate costs, made during
implementation of IAS/IFRS, were computed totally in the tier 11 capital.

»  Fair Value Option: capital losses and capital gains were computed totally in the tier 1 capital. Furthermore,

potential capital losses or capital gains deriving from the adjustment of the creditworthiness of the issuer of
securities placed with customers were excluded from the calculation of tier 1 capital.
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e Commitments for forward purchase of own capital instruments or subsidiaries: the capital resources object of a
subscription for forward buying which involve the Group's immediate assumption of its own company's risk were
deduced from the regulatory capital. Conversely, if they do not involve an immediate risk assumption, they are
included in the calculation of the regulatory capital in relation to the contractual duration of the operation.

Furthermore, according to instructions of the Bank of Italy, shareholdings in insurance companies, subordinated assetsin
portfolio issued by consolidated insurance companies as well as investments in Bank of Italy capital were deducted from the
regulatory capital of the banking group according to the specific treatment required.

With regard to the perimeter and methods of consolidation, the following differences were found between the area of
application of the rules for regulatory capital and the application of the norms governing financial statements:

»  the companies making up the insurance business are consolidated line by line in order to calculate the net
shareholders' equity but are consolidated using the equity method in calculating the regulatory capital;

*  BankaKoper D.D. is consolidated line by line in order to calculate the net shareholders' equity but is consolidated
proportionally in calculating the regulatory capital;

e Cassadi Risparmio di Forli S.p.A. and All Funds Bank S.A. are consolidated using the equity method in order to
calculate the net company capital but are consolidated proportionally in calculating the regulatory capital.

Theregulatory capital and details of the prudential and capital requirements are given below.

Break-down
12/31/2005
(€/mil)

A. Tier 1capital before application of prudential filters 11,144
Prudential filtersfor tier 1 capital: 142
—Positive IAS/IFRS prudential filters 348
—Negative IASIFRS prudential filters (206)

B. Tier 1 capital after application of prudential filters 11,286

C. Tier 2 capital before application of prudential filters 4,857
Prudential filtersfor tier 2 capital: (137)
—Positive IAS/IFRS prudential filters —
—Negative IAS/IFRS prudential filters (137)

D. Tier 2 capital after application of prudential filters 4,720

E. Tier 1and tier 2 capital after application of prudential filters 16,006
Items to be deducted from tier 1 and tier 2 capital (2,308)

F. Regulatory capital 13,698

Details as at December 31, 2005 of subordinated |oans issued by the Group's banking compartment are given below. It
should be noted that the amounts used to determine the consolidated regulatory capital are expressed in nominal values and
net of infra-group transactions.
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Preferred Shares

Total innovative
capital

instruments (Tier 1)
Debenture loan
Debenture loan
Notes

Debenture loan
Debenture loan
Debenture loan

Debenture loan
Notes

Debenture loan

Debenture loan

Notes

Notes

Notes

Notes

Notes

Notes

Debenture loan

Notes

Notes

Debenture loan

Original
currency

Amount
inthe Amount
financial inthe
statements original
as of currency
12/31/05 (millions)

Interest rate

Issue
date

Maturity
date

Starting date
of early
redemption
of theloan

EUR

EUR
EUR
EUR
EUR
EUR
EUR

EUR
EUR

EUR

EUR

EUR

EUR

EUR

EUR

GBP

EUR

EUR

EUR

EUR

EUR

(€/mil)

1,000 1,000

1,000

132 150
200 200
500 500

299 300
199 200

500 500

47 54

127 147

299 300

350 350

150 158

62 75

241 165

700 700

127 134

500 500

25 21

16 20

up to 11/10/2010: 8.126% p.a.
subsequently: 1 year Euribor +
3.5%p.a

5.75% p.a.

6 months Euribor + 0.50% p.a
6.375% p.a

1.00% p.a.

5.55% p.a

ECB interest rate on repurchase
agreement refinancing transactions
5.16% p.a

up to 6/28/2007 included: 3 months
Euribor + 0.49 p.a

subsequently: 3 months Euribor +
1.09% p.a.

up to 7/15/2007: 4.90% p.a.
subsequently: 6 months Euribor +
0.76% p.a.

up to 12/4/2007: 4.32% p.a.
subsequently: 6 months Euribor +
0.85% p.a

5.375% p.a.

up to 6/9/2010 excluded: 3.75%
p.a

subsequently: 3 months Euribor +
1.05% p.a

up to 7/1/2008 excluded: 6 months
Euribor + 0.48

subsequently: 6 months Euribor +
1.08% p.a.

up to 9/29/2008 excluded: 6
months Euribor + 0.46% p.a.
subseguently: 6 months Euribor +
1.06% p.a.

up to 3/18/2019 excluded: 5.625%
p.a

subsequently: 3 months Sterling
Libor + 1.125% p.a

up to 6/28/2011 excluded: 3
months Euribor + 0.30% p.a.
subsequently: 3 months Euribor +
0.90% p.a

up to 8/3/2009 excluded: 3.72%
p.a

subseguently: 6 months Euribor +
0.60% p.a

up to 3/2/2015 excluded: 3.75%
p.a

subsequently: 3 months Euribor +
0.89% p.a

up to 6/10/2005 included: 3 months
Euribor + 0.40% p.a.
subsequently: 3 months Euribor +
1.00% p.a

up to 8/2/2010 included: 2.90% p.a.
subsequently: 6 months Euribor +
0.74% p.a
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11/10/2000

09/15/2009
10/01/1999
04/06/2000
04/27/2001
07/31/2001
09/20/2001

10/02/2001
06/28/2002

07/15/2002

12/04/2002

12/13/2002

06/09/2003

07/01/2003

09/29/2003

03/18/2004

06/28/2004

08/03/2004

03/02/2005

06/10/2005

08/01/2005

not
redeemable

09/15/2009
10/01/2009
04/06/2010
04/27/2006
07/31/2008
09/20/2006

10/02/2008
06/28/2012

07/15/2012

12/04/2012

12/13/2012

06/09/2015

07/01/2013

09/29/2013

03/18/2024

06/28/2016

08/03/2014

03/02/2020

06/10/2015

08/01/2015

11/10/2010

06/28/2007

07/15/2007

12/04/2007

06/09/2010

07/01/2008

09/29/2008

03/18/2019

06/28/2011

08/03/2009

03/02/2015

06/10/2010

08/01/2010

*)
*)
*)
*)
*)
*)

*)

*




Total subordinated

liabilities (Tier 2) 4,481

Notes EUR 50 50 UPTO 11/14/2004: 1.44289% p.a. 06/26/2003  11/15/2007 *)
subseguently: 1.50% p.a.

Notes EUR 550 550 3 months Euribor + 0.15% p.a. 12/20/2005  01/07/2008 *)

Total tier 3

subodinated

liabilities 600

Total 6,081

(*) Early redemption of the loan is not provided for.

Tier 2 subordinated loans to be computed in the regulatory capital at December 31, 2005 amounted to 4,224 million
euro.

Preferred securities, to be computed in base capital, meet the following requirements:

«  thesecurities are not redeemable, any right to reimbursement on the part of the issuer may not be exercised before
10 years from the issue; reimbursement must be authorized by the Regulatory Body;

«  thecontract includes the possibility to suspend, even partially, remuneration of the securities whenever in the
preceding year the Parent Bank that directly controls the issuing companies has not deliberated on the payment of
dividends on own shares;

e dividends may not be accumulated over subsequent years,

e inthecase of the liquidation of SANPAOLO IMI, holders of securities will be reimbursed only after all other
subordinated and non-sub-ordinated creditors have been satisfied.

Tier 2 subordinated loans are not subject to provisions for early redemption nor to conditions permitting conversion into
capital or other form of liability. In more detail, the contracts state:

« early redemption may occur when foreseen only on the initiative of the issuer and with the prior authorization of the
Regulatory Body;

» theduration of relationsis no less than five years and, whenever expiry isindeterminate, at least five years warning
is giving for reimbursement;

* inthecase of the liquidation of the issuer, the debt will be reimbursed only after all other not equally subordinated
creditors have been satisfied.

Tier 3 subordinated loans, issued to meet market risks, satisfy the following conditions:

e original duration of no lessthan two years;

e payment of interests and capital is suspended should the capital requirement of SANPAOLO IMI fall below 7% on
an individual basis or 8% on a consolidated basis,;

e inthecase of liquidation of the bank, the debt will be reimbursed only after all other not equally subordinated
creditors have been satisfied.
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Details of prudential requirements

12/31/2005
Unweighted Weighted
Category/Value amounts amounts/requirements

A. RISK ASSETS
A.l CREDIT RISK 212,054
STANDARD METHOD
ON-BALANCE SHEET ASSETS
1 L oans (other than equities and other subordinated assets) to 148,075

(or secured by):
1.1 Governments and central banks 28,279
1.2 Public entities 10,162
1.3 Banks 20,779
1.4 Other entities (other than residential and 88,855
non-residential mortgage loans)
2. Mortgage loans—residential property 24,603
3. Mortgage loans—non-residential property
4. Shares, investments and subordinated assets 2,610
5. Other assets 5,823
OFF-BALANCE SHEET ASSETS
1 Guarantees and commitments to (or secured by): 30,630
1.1 Governments and central banks 5,923
1.2 Public entities 1,670
1.3 Banks 1,395
1.4 Other entities (other than residential and 21,642
non-residential mortgage loans)
2. Derivative contracts to (or secured by): 313

2.1 Governments and central banks
2.2 Public entities
23 Banks 198
2.4 Other entities (other than residential and 115
non-residential mortgage loans)
B. REGULATORY CAPITAL REQUIREMENTS
B.1 CREDITRISK
B.2 MARKET RISK
1. STANDARD METHOD
of which:
+ position risk on debt securities
+ position risk on equities
+ exchange rate risk
+ other risks
2. INTERNAL MODELS
of which:
+ position risk on debt securities
+ position risk on equities
+ exchange rate risk
B.3 OTHER REGULATORY REQUIREMENTS
B4 TOTAL REGULATORY REQUIREMENTS
(B1+B2+B3)

X

X X X X X

X X X X X

F-165

(€/mil)

136,017

94,940

101
2,050
4,461

88,328

12,302

2,739
3,634

22,305
1

334
328
21,642

97

39
58

10,881
1,219
1,219

744
134

19
322

X X X

23
12,123




C. RISK ASSETSAND REGULATORY RATIOS

C.1 Risk-weighted assets X 151,542

C.2 Tier 1 capital/Weighted risk assets (Tier 1 capital ratio) X 7.4%

C.3 Regulatory capital/Weighted risk assets (Total capital X 9.4%
ratio)

As for the make-up of the regulatory capital and the details of the prudential requirements as at December 31, 2004, see
part L—section 8—Regulatory capital in these Explanatory Notes.
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PART G—BUSINESS COMBINATIONS
No business combinations were carried out during 2005 or after the close of the year.
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PART H—TRANSACTIONSWITH RELATED PARTIES
Transparency procedures

SANPAOLO IMI hasidentified the Bank's related parties and has defined a Group procedure to decide on transactions
with them, aimed at establishing specific competencies and responsibilities, as well as showing the information flows
between the Bank structures and its direct and indirect subsidiaries.

Under the procedure, and in line with the Disciplinary Code, the transactions with related parties deemed significant on
the basis of analytical levels according to types of transaction and counterparty, with reference to the Parent Bank, are to be
decided by the Board of Directors, after examination by the Technical Audit Committee. The significant transactions
undertaken by the subsidiaries with the Parent Bank's related parties are decided upon by the Board of Directors of the
subsidiary company, which must submit the proposal in advance to ensure it isin conformity with the Parent Bank.

In addition to observing the specific decision-making procedure, the Parent Bank structures and the subsidiaries, which
originate transactions with related parties, must submit a quarterly report so that the Bank may fulfill the obligations of
clause 150 of D.Lgs. 58/1998 (on the subject of areport to the Board of Statutory Auditors) and must fulfill the immediate or
periodic reporting requirements in relation to the market. In particular, the market is advised of transactions that are
individually significant pursuant to clause 71 bis of Consob Decision 11971 of May 14, 1999.

The preliminary stage of the transactions to be undertaken with related parties follow the same process as granting loans
reserved for other non-related parties with the same credit rating. Infra-group loans are subject to specific limits, to comply
with the supervisory regulations of the Bank of Italy.

Further information can be found in the "Report on Corporate Governance'.

With regard to transactions with entities that carry out functions of management, administration and control of the Bank,
besides the application of clause 2391 of the Italian Civil Code, the special regulations on the obligations of banking
representatives set down at clause 136 of D. Lgs 385/1993 and the Surveillance Instructions (Consolidated Banking Law) also
apply; they require, in any case, the prior unanimous favourable decision of the Board of Directors, and the unanimous
favourable vote of the Board of Statutory Auditors. Those who carry out administrative, management and control functions at
Group banks or companies may not undertake obligations and acts of buying or selling, directly or indirectly, with the
relevant company, or undertake financial transactions with another Group company or bank without a decision by the
appropriate bodies of the contracting company or bank, taken in the way described above. In these cases, furthermore, the
obligation or act must have the consent of the Parent Bank issued by the Board of Directors.

1. Information on remuneration of directors and executives

Given the current organizational structure, the Bank decided to include within "executives with strategic responsibilities’
(hereafter "key managers"), pursuant to IAS 24, the Directors, the Statutory Auditors, the General Manager of the Parent
Bank, the Managers of the Divisions and central structures of the Parent Bank reporting directly to the Managing Director or
General Manager, as well as the Manager of the business sector Savings and Assurance because of its particular importance at
the consolidated level.
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Below are the principal benefits recognized by the group to the key managers under the various forms summarized in the
table.

2005
(€/mil)

Short term benefits(1)

Benefits following employee termination(2)

Other long term benefits(3)

Employee termination indemnity(4)

Stock option plans(5)

Other remuneration(6)

Total remuneration paid to executives with strategic responsibilities

N | N
N N N

(1) Includesfixed and variable fees of directors that may be assimilated with cost of work and social security charges paid
bythe company for its employees.

(2) Includes company contribution to pension funds and allocation to employee termination indemnity pursuant to
legislation andcompany regulations.

(3) Includes estimate of allocations for length of service awards for employees.
(4) Includesfeespaid for early retirement incentive.
(5) Includes cost for stock option plans determined on the basis of IFRS 2 criteria and charged to financial statements.

(6) Refersto compensation paid to members of Board of Statutory Auditors.

The details of remuneration paid to Directors, Statutory Auditors and General Managers pursuant to clause 78 of
CONSOB decision 11971 of May 4, 1999, and the stock options plans kept exclusively for them, are reported in Part H of the
Explanatory Notes to the Parent Bank financial statements.

The sharesin the Parent Bank and the subsidiaries held by the Directors, Statutory Auditors and General Manager of the
Parent Bank as well as other entities pursuant to clause 79 of CONSOB decision 11971/99, are detailed in the table set out in
Part H of the Explanatory Notes to the Parent Bank financial statements.

2. Information on transactionswith related parties
2.1 Transactions of atypical and/or unusual nature

On April 28, 2005 a compromise agreement was compl eted between Sanpaolo Bank S.A. and Ente Holding S.r.l. (100%
controlled by the Fondo Pensioni of the SANPAOL O IMI Group, one of the Banks' related parties) regarding areal estate
transaction between the same Ente Holding S.r.l. and athird party, a defaulting seller on behalf of which Sanpaolo Bank
operated on the basis of afiduciary contract. In compliance with such agreement, Sanpaolo Bank acquired, on a nonrecourse
basis, the amounts due (recuperation and compensation) by the defaulting seller to Ente Holding, in respect of a payment of
7.8 million euro made by Sanpaolo Bank in favor of Ente Holding (the amount was equal to the nominal value of the legally
binding money deposit paid at the time by Ente Holding); in relation to this compromise agreement, Ente Holding waived its
entitlement to interest, charges and main damages arising on the transaction. The compromise was considered adequate and
overall fair also from the point of view of Sanpaolo Bank as, given the particularly complex context and the peculiarities of
Ente Holding, it avoided alegal dispute and the risks associated with it aswell as any additional costs which might have been
incurred.
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2.2 Transactions of ordinary or recurrent nature

Non-atypical or non-unusua transactions entered into with related parties fall within the scope of the Group's ordinary
activities and are usually entered into at market conditions, based on valuations of mutual economic convenience, in line with
the internal procedures mentioned above. Transactions with infra-Group related parties, since they are not part of the
consolidated balance sheet, are not included in this report. However, the report on transactions with related parties put in
place by the Parent Bank isincluded in the Explanatory Notes to the company's financial statements.

Below are the principal terms of reference of the operations of each category of related party, on the basis of the entities
indicated in |AS 24, net of infra-group operations; the paragraph above has information on payments to directors and
management.

2.2.1 Transactions with shareholders

Having regard to the ownership structure of SANPAOLO IMI and thus to the shareholders agreements entered into on
April 21, 2004, while excluding a check, even joint, on the individual shareholders that were parties to those agreements,
nonethel ess, opting for maximum transparency, the parties to those agreements were included in the list of related parties, as
it was not possible to exclude the reconstruction of a position of "significant influence" on the Bank involving those parties.
Thisresulted in the inclusion of entities that exercise control on the important shareholders as well as, with reference to the
investment relationships of the important sharehol ders, the parties controlled by the significant shareholders since they are
subject to their direction, when they make significant transactions.

The transactions with those shareholders fall under the Group's ordinary activity and are entered into at the same market
conditions applied to other non-related parties enjoying the same credit rating.

The following table summarizes the relationships with Shareholders at December 31, 2005 and the economic effects of
the transactions undertaken during the year.

Shareholders 12/31/2005
(€/mil)

Total financial assets 132
Total other assets —
Total financial liabilities 126
Total other liabilities —
Total interest income 3
Total interest expense 3)

Total commissionsincome —
Total commissions expense —
Total operating costs —
Total adjustmentsto financial assets —
Total other revenues —
Total other costs —

2.2.2 Transactions with executives with strategic responsibilities
The relations between the SANPAOLO IMI Group and key managers occur within the normal activities of the Group
and are entered into by applying, where appropriate, the agreements made available to al employees, and maintaining

complete transparency; or, in relation to independent representatives, with whom there is a fixed-term contract in place,
applying the conditions available to consultants of the same standing, in full observance of the relevant laws.
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The following table summarizes the relationships in place at December 31, 2005 with executives with strategic
responsibilities, and the economic effects of the financial period, including what is set out in the previous chapter on the
payments to directors and management.

Executives with strategic responsibilities 12/31/2005
(€/mil)
Total financial assets 1
Total other assets —
Total financial liabilities 6

Total other liabilities —
Total interest income —
Total interest expense —
Total commissions income —
Total commissions expense —
Total operating costs (27)
Total adjustmentsto financial assets —
Total other revenues —
Total other costs —

2.2.3 Transactions with subsidiaries not consolidated line by line
It should be noted that transactions with subsidiaries not consolidated line by line are attributable to the ordinary interna
operations of a multifunctional banking company.

Subsidiaries not consolidated line by line 12/31/2005
(€/mil)

Total financial assets 40
Total other assets 5
Total financial liabilities 6
Total other liabilities —
Total interest income 2
Total interest expense —
Total commissionsincome —
Total commissions expense —
Total operating costs —
Total adjustmentsto financial assets —
Total other revenues —
Total other costs —

Thelist of Group companies and subsidiary companies subject to significant influence at December 31, 2005 is
presented in detail in the Explanatory Notes to the Consolidated Financial Statements (Part B—Section 10).
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2.2.4 Transactions with associated companies

It should be noted that transactions with associated companies are attributable to the ordinary internal operations of a
multifunctional banking company. In this regard, please refer to Part H of the Parent Bank's Explanatory Notes.

Associated companies 12/31/2005
(€/mil)

Total financial assets 756
Total other assets —
Total financial liabilities 117
Total other liabilities —
Total interest income 20
Total interest expense (4)
Total commissions income 1

Total commissions expense —
Total operating costs —
Total adjustments to financial assets —
Total other revenues —
Total other costs —

2.2.5 Transactionswith joint ventures

At December 31, 2004 there were no significant relations with joint venture companies nor were there significant
economic effects relating to these entities.

2.2.6 Transactions with other related parties

The following table summarizes the relationships with other related parties.

Other related parties 12/31/2005
(€/mil)

Total financial assets 591
Total other assets —
Total financia liabilities 626
Total other liabilities 2
Total interest income 5
Total interest expense 4)

Total commissions income —
Total commissions expense —
Total operating costs an
Total adjustmentsto financial assets —
Total other revenues —
Total other costs —

2.3 Significant transactions
During the last year no significant transactions were entered into with related parties.
However, certain relevant transactions are highlighted below:

e on February 16, some important shareholders and associated companies subscribed to some quotas of funds
managed by Sanpaolo IMI Fondi Chiusi SGR, for atotal amount of 62.5 million
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euro. The transactions were concluded on the same economic conditions as for other fund subscribers;

on February 25, quotas of the Fondo Cardine Impresa, managed by Sanpaolo IMI Fondi Chiusi SGR, were also sold
by Sanpaolo IMI Private Equity (SPIPE), sponsor of the Fund, to Fondazione Cassa di Risparmio Padova e Rovigo
(Shareholder) at the nominal value of 3.3 million euro, the same amount already paid by SPIPE into the Fund, the
assignee being obliged to make subsequent payments. The transaction isin line with the strategies approved in
SPIPE 2004-2005 industrial plan.
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PART | —PAYMENT AGREEMENTSBASED ON OWN FINANCIAL INSTRUMENTS
A. QUALITATIVE INFORMATION
1. Description of payment agreements based on own financial instruments
Stock option
SANPAOLO IMI SP.A.

At the Shareholders Meeting of July 31, 1998, the shareholders authorized the Board of Directors to implement plans
for a stock option program for Group executives, by raising increases in paid capital of up to a maximum amount
subsequently defined as 40 million euro, corresponding to 14,285,714 shares.

By virtue of this authorization the Board of Directors:

»  at the meeting of June 27, 2000 launched a second stock option plan, assigning the Managing Directors, acting as
General Directors, and 122 other executives, 3,378,270 rights, exercisable from 2003 onwards and not after
March 31, 2005, at a subscription price of 16.45573 euro per share. These rights expired in 2005 upon the final
deadline for their exercise (March 31, 2005);

e on December 18, 2001 approved athird stock option plan, assigning 171 Group executives, of which about 40 were
employed by subsidiaries, 4,030,000 rights, exercisable after the dividend issue for the financial year 2003 and not
after March 31, 2006, at a price of 12.7229 euro.

At the Shareholders Meeting of April 30, 2002, the shareholders renewed the Board of Directors' authorization to
implement plans for stock option programs for Group executives, by raising increasesin paid capital of up to amaximum
amount of 51,440,648 euro, corresponding to 18,371,660 shares.

By virtue of this authorization the Board of Directors:

e on December 17, 2002 launched a new stock option plan, assigning 291 Group executives, of which about 77 were
employed by subsidiaries, according to the role they occupy, 8,280,000 rights, exercisable after the dividend issue
for the financial year 2004 and not after March 31, 2007 (extended to May 15, 2007 by resolution of the Board of
Directors on January 25, 2005), at a price of 7.1264 euro;

e on November 14, 2005 launched a new stock option plan with the goal of sustaining the Group's Industrial Plan and
of encouraging management activities aimed at reaching three-year objectives and a further increase in the share
value. The rights were assigned to 48 executives who occupy key positions within the Group and have a strong
influence on strategic decisions aimed at achieving the objectives in the Industrial Plan and at increasing the value
of the Group. The 2006-2008 plan includes the assignment of 9,650,000 rights exercisable after the dividend issue
for the financial year 2008 and not after April 30, 2012, at an exercise price of 12.3074 euro.

In addition, on May 14, 2002 the Board of Directors launched a stock option program for the President and the
Managing Directors, for the three-year period 2001-2003. Based on this plan, Dott. Rainer Stefano MASERA, Dott. Alfonso
10ZZ0 and Rag. Luigi MARANZANA were each assigned atotal of 450,000 fixed rights for the three-year period
2001-2003. Rag. Pio BUSSOLOTTO was assigned atotal of 300,000 rights for the three-year period 2001-2003. Therights
assigned became exercisable—at a price of 12.6244 euro—from the date of the dividend issue for the financial year 2003 and
in any case not after May 15, 2006. The latter deadline was extended by a resolution of the Board of Directors on January 25,
2005 (the previous deadline was March 31, 2006). This plan is detailed in Part H of the company explanatory note.
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BANCA FIDEURAM SP.A.
Regarding the subsidiary Banca Fideuram, the following is of note.

On 16 December 2003, the Board of Directors approved a stock option program that assigns, to Banca Fideuram Group's
Private Bankers, options to buy Banca Fideuram shares, at the ratio of one option per share, at a unit price, reestablished
following the split with Fideuram Vita, of 4.43 euro. This program closed in December 2005 and involved the assigning of
2,341,727 Banca Fideuram shares to Private Bankers of that bank and of the subsidiary Sanpaolo Invest.

On March 16, 2005, the Board of Directors approved a new stock option program for the three-year period 2005-2007 in
favour of the Private Bankers of Banca Fideuram Group, the main elements of which are given below:

« theplaninvolvesthe assigning of optionsto buy, at the ratio of one share per option, the Bank's own shares which
were bought by virtue of the authorizations approved by the Ordinary Shareholders Meetings. On the basis of
calculated estimates, the number of own shares which are destined for the 2005-2007 program has been fixed at
around 5 million;

« theexercise price of the options for the 2005-2007 program has been established, for all recipients, at 4.074 euro;

« eachrecipient of the program will be able to exercise the options in the period between June 1, 2008 and

December 23, 2008, on condition that the recipient is working for the company and subject to the achievement of
set three-year objectives.

B. QUANTITATIVE INFORMATION
1.  Annual changes

In compliance with the provisions of IFRS 2, the following table gives information on the evolution and details of the
stock option programs of SANPAOLO IMI Group.

SANPAOLO IMI SP.A.

Evolution of stock option plansin 2005

Average exercise Market
Number of shares price price
® ©
Rights existing as at 1/1/2005 16,523,270 10.6955  10.600(a)
Rights exercised in 2005 (7,694,500) 7.3373 —
Rights expired(b) (3,093,270) 16.4557 —
Rights expired in 2005(c) (80,000) 10.6242 —
Rights assigned in 2005 9,650,000 12.3074 —
Rights existing as at 12/31/2005 15,305,500 12.2362 13.201(d)

Of which: exercisable as at 12/31/05 — — _

(8) Referencepriceasat 12/30/2004.

(b) Concerning rights no longer exercisable following expiry of exercising deadline.

(c) Concerning rights no longer exercisable following expiry of employee termination indemnity.

(d) Reference priceasat 12/30/2005.
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Break-down of rights by exercise price and residual maturity

of which: exercisable

Minimum contractual residual maturity asat 12/31/2005
May 2004 - May 2005 - Averageresidual
May 2004 - May 2006 May 2007 May 2009 - contractual

Exercise prices Mar ch 2006 (@ (b) April 2012 Total Total maturity

®

12.7229 3,420,000 — — — 3,420,000 — —
12.6244 — 1,650,000 — — 1,650,000 — —
7.1264 — — 585,500 — 585,500 — —
12.3074 — — — 9,650,000 9,650,000(c) — —
Total 3,420,000 1,650,000 585,500 9,650,000 15,305,500 — —

(@ Original expiry March 2006, deferred to May 2006 by resolution of the Board of Directors on 25 January 2005.

(b) Original expiry March 2007, deferred to May 2007 by resolution of the Board of Directors on January 25, 2005.

(c) Of which 4,700,000 rights assigned to executives with strategic responsibilities.
BANCA FIDEURAM SP.A.
The table below gives the evolution of the stock option programs of Banca Fideuram in the financial year 2005.

Evolution of stock option plansin 2005

12/31/2005
Number of Average
options prices Average expiry

A. Opening balance 3,557,695 443 June-December 2005
B. Increases 5,626,203 4.074 X

B.1. New issues 5,626,203 4.074 June-December 2008

B.2. Other changes — — X
C. Decreases (3,557,695) 4.43 X

C.1 Annulled — X

C.2 Exercised (2,341,727) 4.43 X

C.3 Expired — X

C.4 Other changes (1,215,968) 4.43 X
D. Closing balance 5,626,203 4.074  June-December 2008
E. Options exer cisable at the end of the — — X
year
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PART L—INFORMATION ON COMPARISON WITH FINANCIAL YEAR 2004

Asis better described in part A—Accounting principles of this explanatory note, SANPAOLO IMI Group has used the
facility, provided for by IFRS 1, of deferring the date of first application of IAS 32 and 39 and IFRS 4 until January 1, 2005.
Consequently, for the comparative information for the financial year 2004 relating to financial instruments and insurance
contracts, the national accounting principles (D.Lgs. 87/92 and related instructions issued by Banca d'ltalia) have been

applied.

Therefore, the sections of the 2004 consolidated explanatory notes relating to the above mentioned captions are given,
suitably modified to take account of the changes to the area of consolidation.

More precisely, the original numbering of the sections given by the above-cited instructions from Banca d'ltalia has been
maintained.

INFORMATION ON THE BALANCE SHEET—ASSETS

SECTION 1—LOANS

12/31/2004
(€/mil)
Loans to banks (caption 30) 23,942
Loans to customers (caption 40)(*) 123,201
Total 147,143

(*) Theamount includes 841 million euro of loans to Societa per la gestione di Attivita S.p.A. (Sga), of which 814 million
euro is granted within the intervention provided for by Italian Law 588/96.

Break-down of caption 30 " Loansto banks' (table 1.1 B.I.) 12/31/2004
(€/mil)
a) Due from central banks 477
b) Bills eligible for refinancing with central banks —
¢) Loans for finance lease contracts =
d) Repurchase agreement transactions 12,383
€) Securities lending 193
Break-down of caption 40 " loansto customers' (table 1.2 B.1.) 12/31/2004
(€/mil)
a) Bills eligible for refinancing with central banks —
b) Loans for finance lease contracts 5,370
¢) Repurchase agreement transactions 2,306
d) Securitieslending 502
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Secured loansto customers (table 1.3 B.1.) 12/31/2004
(€/mil)

a) Mortgages 34,099
b) Pledged assets:

1. cash deposits 347

2. securities 4,782

3. other instruments 413
¢) Guarantees given by:

1. governments 4,407

2. other public entities 592

3. banks 628

4, other entities 18,812
Total 64,080

12/31/2004
Gross Total
Cash loansto customers (Provision B.I. 12.17.98) exposure adjustments  Net exposure
(€/mil)

A. Doubtful loans 6,611 4,083 2,528

A.1 Non-performing loans 4,610 3,462 1,147

A.2 Problem loans 1,642 527 1,115

A.3 Loansin course of restructuring 131 39 92

A.4 Restructured loans 193 45 149

A.5 Unsecured loans exposed to country risk 36 10 25
B. Performing loans 121,770 1,097 120,673
Total loansto customers 128,381 5,180 123,201

12/31/2004
Gross Total Net
Cash loansto banks (Provision B.l. 12.17.98) exposure adjustments exposure
(€/mil)

A. Doubtful loans 30 11 20

A.1 Non-performing loans 3 3 —

A.2 Problem loans 1 1 —

A.3 Loansin course of restructuring — — —

A.4 Restructured loans — — —

A.5 Unsecured loans exposed to country risk 26 7 20
B. Performing loans 23,938 16 23,922
Total loansto banks 23,968 27 23,942
Movementsin gross doubtful loans to customers—non-performing loans (table 1.4 B.1.) 12/31/2004

(€/mil)
Non-performing loans (net amount in the financial statement including default 1,147
interest)
Movementsin gross doubtful loans to customers Loansin Unsecured loans
(Provision B.1. 12.17.98) Non-performing  Problem cour se of Restructured exposed to
Type/Category loans loans restructuring loans country risk
(€/mil)

A. Opening gross exposure as at 1/1/04 4,360 1,818 24 193 31

A.1 of which: for default interest 791 93 1 1 —
B. Increases 1,086 1,681 323 254 8

B.1 from performing loans 175 1,238 123 35 —

B.2 default interest 123 29 1 1 —
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B.3 transfer from other categories of

doubtful loans
B.4 other increases
C. Decreases
C.1to performing loans
C.2 write-offs
C.3 collections
C.4 disposals
C.5 transfer to other categories of
doubtful loans
C.6 other decreases
D. Grossexposure asat 12/31/04
D.1 of which: for default interest

Movements in gross doubtful amounts due
from banks (Provision B.I. 12.17.98)
Type/Category

618 153 175 156 —
170 261 24 62 8
(837) (1,857) (217) (254)
(12)  (144) — (39) —
(305)  (162) — (1) —
(414)  (727) (25) (96) )
(15) 9 — — —
(61) (782) —

(30) (33) (14) (38) (1)
4609 1,642 131 193 36
844 78 1 — —

(178) (80)

Unsecured
loans
exposed to
country risk

Loansin
cour se of
restructuring

Restructured
loans

Problem
loans

Non-performing
loans

A. Opening gross exposur e as at
1/1/04

A.1 of which: for default interest
B. Increases

B.1 from performing loans

B.2 default interest

B.3 transfer from other

categories of doubtful loans

B.4 other increases
C. Decreases

C.1to performing loans

C.2 write-offs

C.3 collections

C.4 disposals

C.5 transfer to other categories of

doubtful loans

C.6 other decreases
D. Closing gross exposur e as at
12/31/04

D.1 of which: for default interest

Movements in adjustments to loans to
customers (Provision B.I. 12.17.98)
Type/Category

Non-performing

(€/mil)

(14)

(2)
(12)

Unsecured
loans
exposed to
country risk

Loansin
cour se of
restructuring

Restructured
loans

Problem
loans

Performing

loans loans

A. Total adjustments as at
1/1/04
A.1 of which: for default
interest
B. Increases
B.1 adjustments
B.1.1 of which: for default
interest

(€/mil)

3,198 646 3 43 9 1,015
789 93 1 1 — 19
789 381 71 49 220

521 246 43 20 211

~ O

123 29 1
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B.2 use of reservesfor
probable loan losses 21 3 — — — —
B.3 transfer from other
categories of doubtful loans 197 116 23 17 — 9
B.4 other increases 50 16 5 12 3 —
C. Decreases (525)  (500) (35) (47) (5) (138)
C.1 write-backs from
valuation (38) (28) — 4) Q) (13)
C.1.1 of which: for default
interest — — — — — —
C.2 write-backs of collection (114) (93) ()] (16) — (37)
C.2.1 of which: for default
interest (29) (8) (1) — — (5)
C.3 write-offs (305) (162) — (D) — (14)
C.4 transfer to other
categories of doubtful loans (45) (205) (29) (15) — (69)
C.5 other decreases (23) (12) (5) (12) (4) (5)
D. Total adjustmentsas at
12/31/04 3,462 527 39 45 10 1,097
D.1 of which: for default
interest 844 78 1 — — 13

Movements in adjustments to loans to Loansin Unsecured loans
banks (Provision B.I. 12.17.98) Non-performing  Problem cour se of Restructured exposed to Performing
Type/Category loans loans restructuring loans country risk loans

(€/mil)

A. Total adjustments as at
1/1/04 6 1 — — 9 11
A.1 of which: for default
interest — — — — 1 —
B. Increases
B.1 value adjustments 1 — — — -
B.1.1 of which: for
default interest — — — — — |
B.2 use of reserves for
probable loan losses — — — — — 4
B.3 transfer from other
categories of doubtful loans — — — — — -
B.4 other increases — — — — 1 —
C. Decreases (4) — — — (4) -
C.1 write-backs from
valuation — — — — — _
C.1.1 of which: for
default interest — — — — — |
C.2 write-backs due of
collection — — — — _
C.2.1 of which: for
default interest — — — — — |
C.3 write-offs 4) — — — (2) —
C.4 transfer from other
categories of doubtful loans — — — — — -
C.5 other decreases — — — — (2) —
D. Total adjustments as at
12/31/2004 3 1 — — 7 16
D.1 of which: for default
interest — — — — — _

-

|

|

|

N
= Ol




Gross exposure

of which: unsecured
Loansto customers and banks resident in nations exposed to country risk book weighted
Country Total value value
(€/mil)
Brazil 51 30 29
Azerbaijan 37 12 12
Venezuela 13 8 8
Trinidad and Tobago 4 4 4
Argentina 51 3 3
Serbia and Montenegro 3 2 2
CostaRica 1 1 —
Cayman Idlands 18 — —
Lebanon 11 — —
Dominican Republic 9 — —
Pakistan 6 — —
Philippines 4 — —
Other 3 2 2
Total gross exposure 211 62 60
Total value adjustments 17 17
Net exposure asat 12/31/04 194 45
SECTION 2—SECURITIES
12/31/2004
(€/mil)
Treasury bills and similar bills eligible for refinancing with central banks (caption 20) 2,612
Bonds and other debt securities (caption 50) 23,702
Shares, quotas and other equities (caption 60) 3,026
Total 29,340
12/31/2004
Book Market
I nvestment securities (table 2.1 B.1.) value value
(€/mil)
1. Debt securities
1.1 Government securities
—(quoted 2,088 2,155
—unquoted 46 58
1.2 other securities
—quoted 540 546
—unquoted 453 496
2. Equities
—quoted 7 7
—unquoted 63 63
Total 3,197 3,325
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12/31/2004

Book Market
Dealing securities (table 2.3 B.l.) value value
(€/mil)
1. Debt securities
1.1 Government securities
—(quoted 7,827 7,827
—unquoted 24 24
1.2 other securities
—quoted 6,130 6,130
—unquoted 9,206 9,440
2. Equities
—quioted 2,623 2,623
—unquoted 333 333
Total 26,143 26,377
SECTION 3—EQUITY INVESTMENTS
12/31/2004
(€/mil)
Equity investments (caption 70) 3,652
Investments in Group companies (caption 80) 1,082
Total 4,734
—significant investments carried at equity 1,824
—other equity investments carried at cost 2,910
Break-down of caption 80 " investmentsin group companies' (table3.5B.1.) 12/31/2004
(€/mil)
a) in banks
1. quoted —
2. unquoted —
b) in financial institutions
1. quoted —
2. unguoted 8
c) other
1. quoted —
2. unquoted 1,074
Total 1,082
Break-down of caption 70" investments' (table 3.4 B.l.) 12/31/2004
(€/mil)
a) in banks
1. quoted 1,505
2. unquoted 797
b) in financial institutions
1. quoted —
2. unguoted 381
c) other
1. quoted 203
2. unquoted 766
Total 3,652
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Investmentsin Group companies (table 3.6.1 B.1.) 12/31/2004
(€/mil)
A. Opening balance 1,130
B. Increases
B1. purchases 1
B2. write-backs —
B3. revaluation —
B4. other changes 214
C. Decreases
C.1lsdes 226
C.2 adjustments 18
of which:
—long-term write-downs —
C.3 other changes 19
D. Closing balance 1,082
E. Total revaluations 69
F. Total adjustments 871
Other equity investments (table 3.6.2 B.1.) 12/31/2004
(€/mil)
A. Opening balance 3,654
B. Increases
B.1 purchases 31
B.2 write-backs 123
B.3 revaluation —
B4. other changes 421
C. Decreases
C.1lsdes 165
C.2 adjustments 60
of which:
—long-term write-downs 10
C.3 other changes 352
D. Closing balance 3,652
E. Total revaluations 245
F. Total adjustments 1,046
Amounts due to and from Group companies (table 3.2 B.1.) 12/31/2004
(€/mil)
a) Assets
1. due from banks —
of which;
—subordinated —
2. due from financial institutions 18
of which:
—subordinated —
3. due from other customers 250
of which;
—subordinated 150
4, bonds and other debt securities 139
of which:
—subordinated 2
Total assets 407
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b) Liabilities

1. dueto banks 59
2. dueto financial institutions 10
3. due to other customers 230
4. securitiesissued 1,036
5. subordinated liabilities —
Total liabilities 1,335
¢) Guarantees and commitments
1. guarantees issued 4
2. commitments —
Total guaranteesand commitments 4
Assets and liabilities with investee companies (other than Group companies) (table 3.3 B.1.) 12/31/2004
(€/mil)
a) Assets
1. due from banks 1,371
of which;

—subordinated 10

2. due from financial institutions 1,659
of which:

—subordinated 1

3. due from other customers 797
of which; —

—subordinated

4, bonds and other debt securities 307
of which:

—subordinated 9
Total assets 4,134
b) Liabilities

1. dueto banks 1,150
2. dueto financial institutions 367
3. due to other customers 213
4, securities issued —
5. subordinated liabilities —
Total liabilities 1,730
¢) Guarantees and commitments
1. guarantees issued 788
2. commitments 434
Total guarantees and commitments 1,222




Amounts due to and from affiliated companies

12/31/2004

a) Assets
1. due from banks
of which:
—subordinated
2. due from financial institutions
of which:
—subordinated
3. due from other customers
of which:
—subordinated
4. bonds and other debt securities
of which:
—subordinated
Total assets
b) Liabilities
1. due to banks
2. dueto financia institutions
3. dueto other customers
4. securitiesissued
5. subordinated liabilities
Total liabilities
¢) Guarantees and commitments
1. guarantees issued
2. commitments
Total guarantees and commitments

(€/mil)

817

457

49

18

1,341

80
12

97

182
10
192
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SECTION 5—OTHER ASSETS

12/31/2004
(€/mil)
Other assets (caption 150) 20,174
Accrued income and prepaid expenses (caption 160) 3,827
Total 24,001
Break-down of caption 150 " other assets' (break-down 5.1 B.I) 12/31/2004
(€/mil)
Derivative contracts and currency transactions: 12,785
—valuation of derivatives on interest rates and stockmarket indices 9,886
—premiums paid on purchased options 1,465
—other derivative contracts 897
—effect of currency hedges, forex swap and cross-currency swap 537
Unprocessed transactions 2,497
Due from tax authorities 845
—advanced taxes on Employee ter mination indemnity—L_aw 662/96 53
—advanced taxes pursuant to L.D. December 10, 2003 no. 341 562
—other loans 230
Tax collection account 1,253
Amounts in transit with branches and subsidiaries 925
Reimbursement of the incentive pursuant to the Ciampi Law suspended 200
Loansto Carlyle Group 155
Deposit with the Bank of Italy relating to Isveimer liquidation 58
Deposit with the Bank of Italy in connection with coverage of Sga's losses 7
Other items 1,449
Total 20,174
Break-down of caption 160 " accrued income and prepaid expenses' (break-down 5.2 B.1.) 12/31/2004
(€/mil)
Accrued income
—income from derivative contracts 1,636
—interest from loansto customers 517
—interest on securities 277
—interest on loans to banks 89
—other 220
Prepaid expenses
—commissions on placement of securities and mortgage loans 75
—up front fees and other charges on derivative contracts 355
—discounts on bond issues 245
—other expenses 413
Total 3,827
Break-down of subordinated assets (table 5.4 B.1.) 12/31/2004
(€/mil)
a) Due from banks 10
b) Loans to customers 151
¢) Bonds and other debt securities 255
Total 416
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INFORMATION ON THE BALANCE SHEET—LIABILITIES

SECTION 6—PAYABLES

12/31/2004
(€/mil)
Due to banks (caption 10) 28,277
Due to customers (caption 20) 88,510
Securitiesissued (caption 30) 47,986
Public funds administered (caption 40) 150
Total 164,923
Due to banks (caption 10) 12/31/2004
(€/mil)
Due to central banks
—repurchase agreements and securities loaned 551
—other deposits from the Italian Exchange Office 193
—other deposits from central banks 2,334
Due to other banks
—deposits 7,155
—repurchase agreements and securities loaned 7,960
—medium/long-term loans from International Organizations 7,565
—current accounts 848
—other 1,671
Total 28,277
Detail of caption " due to banks' (table 6.1 B.1.) 12/31/2004
(€/mil)
a) Repurchase agreements 8,154
b) Securities loaned 357
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December

Due to customers and securities issued (captions 20 and 30) 31, 2004
(€/mil)
Due to customers
—current accounts 58,826
—repurchase agreements and securities loaned 11,664
—deposits 14,410
—short-term payables relating to special management services carried out for
the
Government 37
—other transactions 3,573
Securitiesissued
—bonds 41,076
—certificates of deposit 2,904
—banker's drafts 646
—other securities 3,360
Total 136,496
December
Detail of caption " due to customers' (table 6.2 B.1.) 31, 2004
(€/mil)
a) Repurchase agreements 11,356
b) Securities |oaned 308
December
Public funds administered (caption 40) 31, 2004
(€/mil)
Funds provided by the State 43
Funds provided by regional public authorities 107
Total 150
of which:
funds with risk borne by the Government pursuant to Law February 6, 1987 no.19 9

SECTION 8—CAPITAL, EQUITY RESERVES, RESERVE FOR GENERAL BANKING RISKSAND
SUBORDINATED LIABILITIES

Capital, equity reservesand reservefor general banking risks

Comparative datato compare for the financial year 2004 is given in Part B of Information on the consolidated balance
sheet—section 15.
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Regulatory capital

The following table gives the break-down of the regulatory capital and the details of the prudential requirements, the
results of which are not affected by the application of international accounting principles since they are regulated by the Bank
of Italy regulationsin force.

December
Category/Value 31, 2004
(€/mil)
A. Regulatory capital
A.1Tier 1 capital 10,860
A.2Tier 2 capital 5,356
A.3 Items to be deducted (840)
A.4 Regulatory capital 15,376
B. Regulatory prudential requirements
B.1 Credit risk 9,568
B.2 Market risk 1,045
of which:
—risks of the dealing portfolio 1,039
—exchange risks 6
—concentration risks —
B.2.1 Tier 3 subordinated loans 594
B.3 Other minimum requirements 63
B.4 Total minimum requirements 10,676
C. Risk assets and capital adequacy ratios
C.1 Risk weighted assets(*) 133,450
C.2 Tier 1 capital/Risk weighted assets 8.1%
C.3Tier 1 capital/Risk weighted assets(**) 12.0%

(*) Total mimimum requirements multiplied by the minimum compulsory ratio for credit risks.

(**) Onthebasis of Bank of Italy letter no.10155 dated August 3, 2001, in order to compute the Total Risk ratios, Tier 3
subordinated loans are considered a component of total capital.

Amount
inthe
financial Amount
statements in the Starting date
asat original of early
Original  December  currency Issue Maturity redemption
currency 31,2004  (millions)  Interestrate date date of loan
(€/mil)

Preferred Shares EUR 1,000 upto November 10, 2000 not redeemable November 10, 2010

November 10,

2010: 8.126%

pa

subsequently: 1

year Euribor +

1,000 35%p.a

Total innovative
capital instruments
(Tier 1) 1,000
Notes usD 94 6 months November 30, 1993 November 30, 2005 *)

LIBOR—0.25%

69 p.a(a)

Debenture loan EUR 136 150 5.75% September 15, 1999 September 15, 2009 *)
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Debenture loan

Notes

Notes

Notes

Debenture loan

Debenture loan

Debenture loan

Debenture loan

Notes

Debenture loan

Debenture loan

Notes

Notes

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

EUR

200

500

347

1,000

299

199

499

133

300

200

500

350

20

300

200

500

147

300

350

6 months Euribor
+0.50% p.a

6.375% p.a

up to April 6,
2005 excluded: 3
months Euribor
+0.50% p.a
subsequently: 3
months Euribor
+1.25% p.a

upto

September 27,
2005 excluded: 3
months Euribor
+0.65% p.a
subsequently: 3
months Euribor
+1.25%p.a

1.00% p.a.
5.55% p.a

ECB interest rate
on repurchase
agreement
refinancing
transactions

5.16% p.a

up to June 28,
2007 included: 3
months Euribor
+0.49% p.a
subsequently: 3
months Euribor
+1.09% p.a

up to July 15,
2007: 4.90%
subsequently: 6
months Euribor
+0.76% p.a

up to

December 4,
2007: 4.32% p.a.
subsequently: 6
months Euribor
+0.85% p.a

537%%p.a

up to June 9,
2010 excluded:
3.75% p.a
subsequently: 3
months Euribor
+1.50% p.a
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October 1, 1999

April 6, 2000

April 6, 2000

September 27, 2000

April 27, 2001
July 31, 2001

September 20, 2001

October 2, 2001

June 28, 2002

July 15, 2002

December 4, 2002

December 13, 2002

June 9, 2003

October 1, 2009

April 6, 2010

April 6, 2010

September 27, 2010

April 27, 2006
July 31, 2008

September 20, 2006

October 2, 2008

June 28, 2012

July 15, 2012

December 4, 2012

December 13, 2012

June 9, 2015

*)

*)

April 6, 2005

September 27, 2005

*)
*)
*)

*)

June 28, 2007

July 15, 2007

December 4, 2007

*)

June 9, 2010




Notes EUR 158 uptoJduly 1,
2008 excluded: 6
months Euribor
+0.48% p.a
subsequently: 6
months Euribor

150 +1.08% p.a

July 1, 2003

Notes EUR 75 upto

September 29,
2008 excluded: 6
months Euribor
+0.46% p.a
subsequently: 6
months Euribor

62 +1.06% p.a

September 29, 2003

Notes GBP 165 upto March 18,
2019 excluded:
5.625% p.a.
subsequently: 3
months Sterling
Libor + 1.125%
234 p.a

March 18, 2004

Notes EUR 700 upto June 28,
2011 excluded: 3
months Euribor
+0.30% p.a
subsequently: 3
months Euribor

700 +0.90% p.a

June 28, 2004

Notes EUR 134 upto August 3,
2009 excluded:
3.72% p.a
subsequently: 6
months Euribor
132 +0.60% p.a

August 3, 2004

Total subordinated

liabilities (Tier 2) 5,361

Debenture loan EUR 345 350 2.98%p.a May 15, 2003

Notes EUR 50 upto
November 14,
2004: 1.44% p.a.
subsequently:

50 1.50% p.a.

June 26, 2003

Bond EUR 199 200 2.42% June 30, 2003

Total tier 3
subordinated
liahilities 594

Total 6,955

(*)  Early redemption of the loan is not provided for.

(@  With aminimum of 5.375% and a maximum of 8.250%
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July 1, 2013

September 29, 2013

March 18, 2024

June 28, 2016

August 3, 2014

November 15, 2005

November 15, 2007

December 30, 2005

July 1, 2008

September 29, 2008

March 18, 2019

June 28, 2011

August 3, 2009

*)
*)

*)




SECTION 9—OTHER LIABILITIES

December
31, 2004
(€/mil)
Other liabilities (caption 50) 22,755
Accrued expenses and deferred income (caption 60) 2,651
Total 25,406
December 31,
Break-down of caption 50 " other liabilities" (table9.1B.1.) 2004
(€/mil)
Items relating to derivative contracts and currency transactions: 13,389
—Valuation of derivatives on interest rates and stockmarket indices 10,438
—Valuations of foreign currency derivative contracts 1,204
—Premiums collected on options sold 875
—Other derivative contracts 872
Amounts available for third parties 2,180
Unprocessed transactions 1,923
Amounts in transit with branches and subsidiaries 733
Illiquid items for portfolio transactions 602
Tax payment accounts 599
Amounts due to personnel 4386
Amounts due to the Inland Revenue 688
Caution money for land and property assets 145
Securities transactions 130
Amounts receivable for settlement 72
Other items 1,808
Total 22,755
December
Break-down of caption 60 " accrued expenses and deferred income” (table 9.2 B.1.) 31, 2004
(€/mil)
Accrued expenses
—interest on securities issued 543
—charges on derivative contracts 1,373
—interest on amounts due to banks 105
—payroll and other operating costs 5
—interest on amounts due to customers 85
—other expenses 142
Deferred income
—up front and other income on derivative contracts 81
—interest on discounted portfolio 29
—other revenues 288
Total 2,651

F-192




OTHER INFORMATION

SECTION 10—GUARANTEESAND COMMITMENTS

December
31, 2004
(€/mil)
Guarantees (caption 10) 17,299
Commitments (caption 20) 29,815
Total 47,114
December
Break-down of caption 10 " guarantees granted” (table 10.1B.1.) 31, 2004
(€/mil)
a) Commercial guarantees 10,097
b) Financial guarantees 7,086
¢) Assets lodged in guarantee 116
Total 17,299
December
Break-down of caption 20" commitments' (table 10.2 B.1.) 31, 2004
(€/mil)
a) Commitments to grant finance (certain to be called on) 9,079
b) Commitments to grant finance (not certain to be called on) 20,736
Total 29,815
December
Detail of caption 20 " commitments’ 31, 2004
(€/mil)
Purchase of securities not yet settled 2,783
Commitments for derivatives on loans 1,397
Other commitments certain to be called on 700
Undrawn lines of credit granted 12,556
Put options issued 1,613
Mortgage loans and |easing contracts to be disbursed 6,279
Deposits and loans to be made 4,074
Membership of Interbank Deposit Guarantee Fund 159
Other commitments not certain to be called on 254
Total 29,815
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December

31, 2004
Assets lodged in guarantee of own liabilites (table 10.3 B.1.) (€/mil)
Portfolio securities lodged with third parties to guarantee repurchase agreements 9,679
Securities lodged with clearing houses for derivative market transactions 9
Securities lodged with Central Banks to guarantee advances 839
Securities lodged with the Bank of Italy to guarantee banker's drafts 165
Other tied bonds 2,375
Total 13,067
December
Active marginsto be used for credit lines (table 10.4 B.1.) 31, 2004
(€/mil)
a) Central banks 99
b) Other banks 305
Total 404
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Dealing
Forward transactions (table 10.5 B.1.) Hedged transactions Other
December 31, 2004 transactions *) transactions Total

(€/mil)

1. Purchase/sale of

1.1 Securities
—purchases — 2,780 — 2,780
—sales — 2,352 — 2,352
1.2 Currencies
—currency against currency 2,525 970 — 3,495
—purchases against euro 6,785 1,996 — 8,781
—sales against euro 5,201 2,049 — 7,250
2. Deposits and loans
—to be disbursed — — 4,235 4,235
—to be received — — 5,356 5,356

3. Derivative contracts
3.1 With underlying asset exchange

a) securities
—purchases 2 4,881 384 5,267
—sales 1,109 2,421 681 4,211
b) currencies
—currency against currency 21 4,850 — 4,871
—purchases against euro 2,442 8,107 — 10,549
—sales against euro 225 7,882 — 8,107
c) other values
—purchases — — — —
—sales — — - —
3.2 Without underlying asset exchange
a) currencies
—currency against currency — 69 — 69
—purchases against euro — 24 — 24
—sales against euro — 44 — 44
b) other instruments(**)
—purchases 24,725 369,557 257 394,539
—sales 16,155 390,412 4,122 410,689
Total 59,190 798,394 15,035 872,619

(*) Alsoincludes the derivative contracts hedging items belonging to the dealing portfolio for 5,846 million euro.

(**) Includes basis swap contracts for 19,938 million euro both in purchases and sales.
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Notional amounts Interest rate Exchange Stockmar ket
December 31, 2004 related raterelated index related Other Total

(€/mil)

OTC trading contracts

—Forward(a) 25,435 3,513 — — 28,948
—Swap(b) 554,026 456 — — 554,482
—Options purchased 26,292 10,475 4,655 — 41,422
—Options sold 41,060 9,925 6,548 — 57,533
—Other 978 40 113 — 1,131
Exchange traded contracts
—Futures purchased 37,986 12 24 — 38,022
—Futures sold 45,390 19 56 — 45,465
—Currency against currency futures — 49 — — 49
—Options purchased 736 — 2,624 — 3,360
—Options sold 453 — 2,236 — 2,689
—Other — — — — —
Total trading contracts 732,356 24,489 16,256 — 773101
Total non-trading 36,827 15,043 9,329 — 61,199
Grand total(c) 769,183 39,5632 25,585 — 834,300
—of which unquoted contracts 684,617 39,453 20,646 — 744,716

(8 Theentry includesthe F.R.A. contracts and the forward currency buying and selling transactions.
(b) Theentry mainly includesthe l.R.S., C.I.R.S. and basis swap contracts.

(c) Includes basis swap contracts for the amount of 19,938 million euro and does not include forward currency transactions
with original duration less than 2 days and amounting overall to 3,658 million euro.

Residual maturity of notional amounts of OTC derivative Between

contracts Upto land 5 Beyond

December 31, 2004 12 months years Syears Total
(€/mil)

Interest rate related 286,031 252,035 146,551 684,617

Exchange rate related 33,899 4,971 583 39,453

Stockmarket index related 7,706 10,039 2,901 20,646

Other contracts — — — _
Notional amounts, market value and similar add on of

OTC derivative contracts Interest rate Exchange Stockmarket
December 31, 2004 related raterelated index related Other Total
(€/mil)
Notional amounts 684,617 39,453 20,646 — 744,716
A. Market value of OTC trading contracts
A.1 positive market value 10,934 460 471 — 11,865
A.2 negative market value (11,023) (454) (406) — (11,883)
B. Add on 3,118 210 374 — 3,702
C. Market value of OTC non-trading
contracts
C.1 positive market value 509 270 544 — 1,323
C.2 negative market value (1,043) (988) (191) — (2,222)
D. Add on 108 270 283 — 661
Equivalent credit risk (A.1+B+C.1+D) 14,669 1,210 1,672 — 17,551
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Notional amounts and market values of quoted

contracts Interest Foreign Share
December 31, 2004 rates exchange prices Other Total
(€/mil)

Notional amounts 84,566 79 4,939 — 89,584
A. Market value of OTC trading
contracts

A.1 positive market value 7 2 3 — 12

A.2 negative market value (18) () (2) — (21)
B. Market value of OTC non-trading
contracts

B.1 positive market value — — — — —

B.2 negative market value — — — — —

Equivalent
Positive market credit risk(a)
Credit quality of OTC derivative contracts, by counterparty value Add on (current value)
(€/mil)

Governments and central banks — 7 7
Banks 11,849 3,964 15,813
Other operators 1,339 392 1,731
Total 13,188 4,363 17,551

(8 Includesthe equivalent credit risk for contracts with original duration not longer than 14 days. The presence of
agreements of Master Netting Agreement allows reduction of the equivalent credit risk shown above for 12,523 million
euro with regard to credit bodies and for 137 million euro with regard to other operators.

Credit derivative contracts (table 10.6 B.1.) Other
Type of transaction Dealing transactions Total
(€/mil)
1. Purchase of protection
1.1 With underlying asset exchange
—credit default swap 833 233 1,066
—credit linked note — 202 202
1.2 Without underlying asset exchange
—credit default swap 250 — 250
2. Sales of protection —
2.1 With underlying asset exchange
—credit default swap 798 372 1,170
—credit linked note — 40 40
2.2 Without underlying asset exchange
—credit default swap 150 — 150
—credit linked note 6 30 36
Total 2,037 877 2,914
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Insurance business contributions —
balance sheet — assets(*)

A. LOANS TO SHAREHOLDERS FOR SHARE CAPITAL SUBSCRIBED NOT PAID IN

of which called up share
capital

B. INTANGIBLE ASSETS
1. Acquisition
commissions to be
amoritized

2. Other acquisition costs

3. Goodwill

4. Other intangible assets

5. Consolidation
difference

C. INVESTMENTS
I.  —Land and buildings

Il. —Investmentsin group
companies and in other
investee companies

1. Shareholdings:
a) Parent
company

10

OV]1vod k8N

STAVAYANI-E |

HIT6.INO 190 TNOT0IETYSIA Bl
Bpd mmm e uoireiodio) s\ Aq pesedeld

el

V'S IAIQIOVANYS UekD

900C-NrC-8¢ :pemeIg

5L
G:£7:90'900¢-UC-67

TC9GLT Wnsyy3

(cor'n)




d) associates 13

BN Aq paedaid

) other 14 15
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2. Bondsissued by 16
companies
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3. Financing to companies 17
"six thousand double
points’
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I11. — Other financial investments
1. Sharesand quotas

2. Quotas of mutual funds

3. Bonds and other
fixed-income securities

@)
g
4. Loans Q@
Z.
__________________________________________________________________________________________________________________________________ zeg
5. Quotasin mutual 23 5§_§
investments =N S
.......................................................................................................................................... %gg
.................................................................................................................................. e T
6. Depositswith credit 24
ingtitutions 9=
............................................................................................................................................... §§
....................................................................................................................................... 3"
7. Other financia 25 =
investments %
=

IV. — Deposits with ceding
companies

D. INVESTMENTS IN FAVOR OF
THE INSURED OF THE LIFE




D bis. TECHNICAL RESERVES
REASSURED WITH THIRD

PARTIES
I. —CASUALTY BRANCH
1. Premiums
fund
2. Claims
fund
3. Other
Il. —LIFE BRANCHES
1. Technica
reserves
2. Fundsfor
amounts to be disbursed
3. Other
reserves
4. Technica
reserves for investment
risks to be borne by the

insured and funds from
pension fund management

E. LOANS
I.  —Receivables arising on direct
insurance transactions

Il. —Receivablesarising on
reinsurance transactions
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G. ACCRUALS AND DEFERRALS

*)

Il. —Cash and cash equivaents

I11. — Own shares or quotas

IV. — Other assets

The captions reporting an "X" are not impacted by the introduction of IAS 32/39 and IFRS 4; therefore such data are disclosed in the relative sections
of the consolidated explanatory notes in the 2004 column of 2005 financial statements.
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I nsurance business contributions — balance sheet — liabilities and shareholders' equity(*)
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A. SHAREHOLDERS EQUITY
I. Group shareholders' equity

1 — Share capital suscribed or similar provision 51 X g
e s
2 —Capital reserves 52 X ]
.................................................................................................................................................................................................................................................... &
3 —Consolidation reserves 53 X

4 —Vduation reserves for non consolidated equity investments 54 X
5 —Trandation reserve 55 X
............................................................................................................................................................................................................................................ g
6 — Reservesfor own shares and parent bank shares 56 X Q 8=
.................................................................................................................................................................................................................................................... 2gg
) At g & $
7 —Profit (loss) for the period 57 X § ; ;58
........................................................................................................................................................................................................................................................................................................... O R
I1. Minority interest 5§_§
1 —Third party capital and reserves 59 X =13 S
.................................................................................................................................................................................................................................................... oaS
............................................................................................................................................................................................................................................ A
2 —Profit (loss) attributable to minority interests 60 X ’ 61
........................................................ e
S
B. SUBORDINATED LIABILITIES o

Llylgl wnsyyg

C. TECHNICAL RESERVES
l. —CASUALTY BRANCH
1. Premiums fund 64 39

2. Claimsfund 65 21




1. Technical reserves 69 15.964

3. Funds for amounts to be disbursed 70 14

5. Other reserves 71 35

TECHNICAL RESERVES FOR INVESTMENT RISKS TO BE BORNE
BY THE INSURED AND FUNDS FROM PENSION FUND MANAGEMENT

PROVISIONS FOR RISKS AND CHARGES
1. Provisionsfor pensions and similar obligations

2. Tax provisions

3. Consolidation provision for future risks and charges

4.  Other provisions

DEPOSITS RECEIVED BY REINSURERS

PAYABLESAND OTHER LIABILITIES
| — Payables arising on direct insurance transactions

Il —Payables arising on reinsurance transactions

Il —Bondloans

IV —Dueto banks and financial institutions
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VIl — Other amounts due

IX —Other liabilities

H. ACCRUALSAND DEFERRALS

TOTAL LIABILITIESAND SHAREHOLDERS EQUITY

(*) Thecaptionsreporting an "X" are not impacted by the introduction of IAS 32/39 and IFRS 4; therefore such data are disclosed in the relative sections
of the consolidated explanatory notes in the 2004 column of 2005 financial statements.
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VI11—Other memorandum accounts OTHER INFORMATION 100 0

The contributions reported on the consolidated financial statements of SANPAOLO TN Group from the Op@rations O =
the insurance business are shown in the format given in the [Sg@gP specifications.
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INFORMATION ON THE STATEMENT OF INCOME

SECTION 1—INTERESTS

12/31/2004
(€/mil)
Interest income and similar revenues (caption 10) 7,197
Interest expenses and similar charges (caption 20) (3,534)
Break-down of caption 10" I nterest income and similar revenues' (table1.1.B.1.) 12/31/2004
(€/mil)

a) Loans to banks 445
of which:

—due from Central Banks 40
b) Loans to customers 5,796
of which:

—Iloans using public funds —
¢) On debt securities 931
d) Other interest income 25
Total 7,197
Break-down of caption 10 " I nterest income and similar revenues' (table 1.3 B.1) 12/31/2004

(€/mil)
a) On assets denominated in foreign currency 248
Break-down of caption 20 " I nterest expense and similar charges' (table 1.2 B.I) 12/31/2004

(€/mil)

a) On amounts due to banks (694)
b) On amounts due to customers (957)
¢) On securities issued(*) (1,369)
of which:

—on certificates of deposit (60)
d) On loans using public funds —
€) Subordinated liabilities (294)
f) Negative balance of differentials on hedging transactions(**) (220)
Total (3,534)
(*) Excluding interests on subordinated securities included in item €)

(**) Represent the net effect of differentials on hedging derivative contracts
Break-down of caption 20 " I nterest expense and similar charges' (table 1.4 B.l.) 12/31/2004
(€/mil)
a) On liabilities denominated in foreign currency (261)
SECTION 2—COMMISSIONS
12/31/2004
(€/mil)
Commission income (caption 40) 3,980
Commission expense (caption 50) (764)
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Break-down of caption 40 " commission income" (table2.1B.1.) 12/31/2004

(€/mil)
a) Guarantees granted 96
b) Credit derivatives 4
¢) Management, dealing and advisory services
1. securities dealing 106
2. currency trading 29
3. portfolio management:
3.1lindividual 218
3.2 collective 1,319
4. custody and administration of securities 59
5. depositary bank 136
6. placement of securities 34
7. order collection 89
8. advisory services 19
9. distribution of third party services:
9.1 portfolio management:
a) individua 28
b) collective 27
9.2 insurance products 350
9.3 other products 2
d) Collection and payment services 345
€) Servicing for securitization transactions —
f) Tax collection services 169
g) Other services 950
Total 3,980
Break-down of sub-caption " g) Other services' 12/31/2004
(€/mil)
L oans granted 314
Deposits and current account overdrafts 352
Current accounts 177
Other services 107
Total 950
Break-down of caption 40 " commission income": " products and services distribution channels® (table
22Bl) 12/31/2004
(€/mil)
a) with own operating points:
1. portfolio management 1,123
2. placement of securities 30
3. third party services and products 213
b) outside supply:
1. portfolio management 414
2. placement of securities 4
3. third party services and products 194
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Break-down of caption 50 " commission expense" (table 2.3 B.I)

12/31/2004

(€/mil)

a) Guarantees received 4)
b) Credit derivatives 4)
¢) Management and dealing services:

1. securities dealing (57)

2. currency trading (D)

3. portfolio management:

3.1 own portfolio —
3.2 third party portfolio (86)

4. custody and administration of securities (26)

5. placement of securities (8)

6. door-to-door sales of securities, products and services (352)
d) Collection and payment services (97)
€) Other services (129)
Total (764)
Break-down of sub-caption " €) Other services" 12/31/2004

(€/mil)
Dealing activities on loan transactions (71)
L oans obtained (1)
Dealing activities on financial transactions 4)
Other services (53)
Total (129)
SECTION 3—PROFITSAND LOSSES FROM FINANCIAL TRANSACTIONS
Analysis of caption 60 "profits (losses) from financial transactions' (Table 3.1 B.I.)
Security Currency Other
12/31/2004 transactions transactions transactions Total
(€/mil)

Al. Revaluations 324 — 7,079 7,403
A2. Writedowns (216) — (7,083) (7,299)
B. Other profits and losses 106 65 (48) 123
Total 214 65 (52) 227
of which:
1. on Government securities 59
2. on other debt securities 160
3. on equities 217
4. on security derivatives (222)
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SECTION 5—ADJUSTMENTS, WRITE-BACKS AND PROVISIONS

12/31/2004
(€/mil)
Adjustments to loans and provisions for guarantees and commitments (caption 120) (914)
Writebacks of adjustmentsto loans and provisions for guarantees and commitments
(caption 130) 410
Provisions to reserves for probable loan losses (caption 140) a7
Adjustments to financial fixed assets (caption 150) (106)
Writebacks of adjustmentsto financial fixed assets (caption 160) 124
Analysis of caption 120 " adjustments to loans and
provisions for guarantees and commitments' (Table5.1 B.1.) 12/31/2004
(€/mil)
a) Adjustmentsto loans (879)
of which:
—qgenera adjustments for country risk 3)
—other general adjustments (80)
b) Provisions for guarantees and commitments (35)
of which:
—qgenera provisions for country risk —
—other general provisions A7)
Total (914)
Break-down of caption 130 " writebacks on provisionsfor guarantees and commitments’ 12/31/2004
(€/mil)
Revaluation of loans previously written down 84
Revaluation of loans previously written off 4
Revaluation of provisions for guarantees and commitments 21
Collection of loan principal previously written down 219
Collection of loan principal and interest previously written off 40
Collection of default interest previously written down 42
Total 410
Analysis of caption 150 " adjustments to financial fixed assets' 12/31/2004
(€/mil)
Adjustments to equity investments (78)
Adjustments to other investment securities (28)
Total (106)
Detail of adjustmentsto equity investments 12/31/2004
(€/mil)
Hutchison 3G Italia S.p.A. (61)
Fiat Sp.A. (5)
Compagnia Assicuratrice Unipol S.p.A. 3)
Kiwi Il Ventura— Servicos de ConsultoriaS.A. 3)
Praxis Calcolo Sp.A. (D)
Euromedia Venture Belgique SA. ()
Fin. Ser. Sp.A. (D)
Volare Group S.p.A. ()
Other adjustments (2)
Total (78)
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SECTION 6—OTHER STATEMENT OF INCOME CAPTIONS

12/31/2004
(€/mil)
Dividends and other revenues (caption 30) 152
Other income (caption 190) 286
Other charges (caption 200) (138)
Income taxes for the period (caption 240) (754)
Break-down of caption 30 " dividends and other revenues’ 12/31/2004
(€/mil)
On shares, quotas and other equities 79
On equity investments not consolidated line by line or valuated using the equity
method 73
Santander Central Hispano S.A. 39
CDC IxisSA. 8
Bancad'talia 4
BorsaltalianaS.p.A. 3
Banco del Desarrollo S.A. 2
Compagnia Assicuratrice Unipol Sp.A. 2
Banca delle Marche S.p.A. 2
Serene S.p.A. 2
Autostrada BS-VR-VI-PD Sp.A. 1
Biat SA. 1
Centro Leasing S.p.A. 1
Banksiel S.p.A. 1
Sl Holding S.p.A. 1
AEM Torino S.p.A. 1
Other minority interests 5
Total 152
Break-down of caption 190 " Other income" 12/31/2004
(€/mil)
Other income 73
Non-existent liabilities 7
Appropriation of securities prescribed 2
Disposa of own shares 50
Adjustment of collection accounts =
Capital gainson:
—equity investments 124
—interests in consolidated companies 3
—investment securities 3
—other financial fixed assets 2
—tangible and intangible fixed assets 22
Total 286
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The contributions of the insurance business are made up as follows:

Contribution from the insurance compartment 12/31/2004
(€/mil)
Casualty branch technical income gross of administrative costs 10
Life branch technical income gross of administrative costs (1,478)
Total (1,468)

The contributions shown on the consolidated financia statements of SANPAOLO IMI Group from the operations of the
insurance business, are shown in the format given in the ISV AP specifications. These contributions take account of the
changes in the area of consolidation of the insurance business determined by the introduction of international accounting
principles—reconciliable with the line by line consolidation of Egida and the collective investment organismsin which
Assicurazioni Internazionali di Previdenza (A.l.P.) holds the majority of risks/benefits—the netting of existing infra-group
links between the insurance business and the banking group and refer only to items affected by the application of IAS 32 and
39 dealing with financial instruments and IFRS 4 on insurance contracts.
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I nsurance business contributions—statement of income 2004—technical statements of casualty branches(*)

I. TECHNICAL STATEMENTSOF CASUALTY BRANCHES

1 RELEVANT PREMIUMS, NET OF DISPOSALSIN REINSURANCE
a)  Grossaccountable premiums
b)  (-) Premiumsdisposed of in reinsurance
¢) Changein grosstotal of premiums fund
d) Changein premiums fund borne by reinsurers
3 OTHER TECHNICAL INCOME, NET OF DISPOSALS IN REINSURANCE
4 CHARGES FOR CLAIMS, NET OF RECOVERIES AND DISPOSALSIN
' REINSURANCE
a) Amountspad
aad) Gross amount 8 (15)
bb) (-) Quotas borne by reinsurers 9 5
cc) Changein recoveries net of quotas borne by reinsurers 10

c¢) Changein claimsfund
aad) Gross amount 12 )

bb) (-) Quotas borne by reinsurers 13 2

CHANGE IN OTHER TECHNICAL RESERVES, NET OF DISPOSALSIN
REINSURANCE
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a) Acquisition commissions

b)  Other acquisition costs

¢) Changein commissions and other acquisition costs to be amortized

d) Collection commissions

e)  Other administrative costs

f)  (-) Commissions and investments in earnings received from reinsurers

8. OTHER TECHNICAL CHARGES, NET OF DISPOSALS IN REINSURANCE

9 CHANGE IN EQUALIZATION RESERVES

INCOME OF THE TECHNICAL STATEMENTS OF CASUALTY BRANCHES
(CAPTION 111. 1)

(*) Thecaptionsreporting an "X" are not impacted by the introduction of IAS 32/39 and IFRS 4; therefore such data are disclosed in the relative sections
of the consolidated explanatory notes in the 31 December 2004 column of the 2005 financial statements.
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I nsurance business contributions—statement of income 2004—technical statements of life branches(*)

II. TECHNICAL STATMENTSOF LIFE BRANCHES

1 ANNUAL PREMIUMS, NET OF DISPOSALS IN REINSURANCE

3

b)

Gross accountable premiums

(-) Premiums disposed of in reinsurance

2 (+) QUOTASOF INVESTMENTS TRANSFERRED FROM THE

NON-TECHNICAL STATEMENTS (Caption I11.5)

3, INCOME AND UNREALIZED CAPITAL GAINSRELATED TO
INVESTMENTS IN FAVOR OF THE INSURED
WHO BEAR THE RISK AND ARISING ON PENSION FUND
MANAGEMENT

4 OTHER TECHNICAL INCOME, NET OF DISPOSALS IN REINSURANCE

5, CHARGES FOR CLAIMS, NET OF DISPOSALS IN REINSURANCE

)

b)

Amounts paid
aa) Grossamount

bb) (-) Quotas borne by reinsurers
Change in reserve for amounts to be paid

aa) Gross amount

bb) (-) Quotas borne by reinsurers

43 (2.702)
44 0

46 (14)

.................................................................. 470
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b)

©

bb) (-) Quotas borne by reinsurers

Other

aad) Gross amount

bb) (-) Quotas borne by reinsurers

Technical reserves for investment risks to be borne by the insured and
deriving from

pension funds
ad) Gross amount

bb) (-) Quotas borne by reinsurers

MONEY REFUND OFFERS AND INVESTMENTS IN EARNINGS, NET OF
DISPOSALSIN REINSURANCE

COSTS:

)

b)

©)

d)

S

f)

Acquisition commissions

Other acquisition costs

Change in commissions and other acquisition costs to be amortized

Collection commissions

Other administrative costs

(-) Commissions and investments in earnings received from reinsurers

EQUITY AND FINANCIAL CHARGES AND UNREALIZED CAPITAL
LOSSES RELATED TO INVESTMENTS IN FAVOR OF THE INSURED WHO
BEAR THE RISK AND ARISING ON PENSION FUND MANAGEMENT
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(*) Thecaptionsreporting an " X" are not impacted by the introduction of IAS 32/39 and |FRS 4; therefore such data are disclosed in the relative sections
of the consolidated explanatory notes in the 31 December 2004 column of the 2005 financial statements.
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I nsurance business contributions—statement of income 2004—non-technical statements(*)

OVI1IvOd k8N

1. NON-TECHNICAL STATEMENTS

1 INCOME OF THE TECHNICAL STATEMENTS FOR CASUALTY BRANCHES
" (CAPTION . 10)

ETAVAYANI-E |
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5 INCOME OF THE TECHNICAL STATEMENTS FOR LIFE BRANCHES
" (CAPTIONII. 13)

3, INCOME FROM INVESTMENTS:

a) Incomefrom sharesand quotas

aa) Quotasof annual income on equity investments evaluated using the 81
equity method o

.................................................................................................................................................................................................................................................... og2

=g =

............................................................................................................................................................................................................................................ 2z
bb) Other 82 4 ZISIN) 83
L L %E&‘ ..........

b)  Income from other investments: 35 Z2

ad) Land and buildings 84 3 5§§

=58

08T
bb) Other investments 85 596 2 5 86
c) Recoveriesof adjustmentsto investments - 87
""""IIIiiIiIiiIiiIiiIiiIIIiiIiiIiiIiiIiiIiiIiIIIIIII%?EIIIII
d) Profits from realization of investments © 88
.................................................... %

4 EQUITY AND FINANCIAL CHARGES:

a) Investment management charges and passive interest 90

b)  Adjustmentsto investments 91




10.

11.

12.

13.

14.

15.

OTHER INCOME

OTHER CHARGES

INCOME FROM ORDINARY ASSETS

EXTRAORDINARY INCOME

EXTRAORDINARY CHARGES

INCOME FROM EXTRAORDINARY ASSETS

PRE-TAX PROFIT

INCOME TAX FOR THE YEAR

CONSOLIDATED INCOME

PROFIT (LOSS) ATTRIBUTABLE TO MINORITY INTERESTS
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of the consolidated explanatory notes in the 31 December 2004 column of the 2005 financial statements.
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Yearly premiums, net of reinsurance transfers—Casualty Branch (Caption 1)

Casualty Branch 12/31/2004
(€/mil)
Injury, Sickness 27
Land vehicles —
Fire and other property damage 2
General responsibility 1
Credit and security —
Pecuniary losses 3
Legal protection —
Assistence 1
34
Premiums transferred in reinsurance, net of premium fund (14)
Total 20
Yearly premiums, net of reinsurance transfers—Life Branch (Caption 1)
Life Branches 12/31/2004
(€/mil)
Branch | 3,342
Branch 111 4,222
Branch V 978
Total 8,542
Expenses related to losses, net of recoveries and reinsurance transfers—Casualty Branch (Caption 4)
Casualty Branch 12/31/2004
(€/mil)
Injury, Sickness (11)
Land vehicles —
Fire and other property damage (D)
General responsibility (D)
Pecuniary |osses —
Legal protection —
Assistance —
(13)
L osses and reinsurers reserve 3
Total (10)
Expenses related to losses, net of reinsurance transfers—Life Branch (Caption 5)
Direct labor 12/31/2004
(€/mil)
Amounts paid (2,702)
—branch | (1,176)
—branch 111 (1,424)
—branch V (102)
Commission amountsto be paid (24)
—branch | (13)
—branch 111 —
—branch V (D)
Indirect labor —
Total (2,716)
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Proceeds from investments (Caption 3)

12/31/2004

(€/mil)
Proceeds from shares and quotas 4
Proceeds from other investments 599
Adjustments to equity investments 21
Proceeds from profits from realization of investments 133
Total 757
Capital and financial expenses (Caption 4) 12/31/2004

(€/mil)

Management expenses for investment and interest liabilities (56)
Adjustments to investments (8)
L osses on realization of investments a7)
Total (81)
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PART M—SUMMARY OF SIGNIFICANT DIFFERENCESBETWEEN EU GAAP, IFRS
ASPUBLISHED BY IASB AND U.S. GAAP

Asdescribed in Part A.1 "Genera Information" on page F-15, the Consolidated Financial Statements of the
SANPAOLO IMI Group have been prepared in accordance with International Financial Reporting Standards as adopted by
the European Commission for use in the European Union ("EU GAAP") that vary in certain respects from "IFRS as published
by IASB" and from generally accepted accounting principles in the United States of America ("U.S. GAAP'). SANPAOLO
IMI Group has applied EU GAAP from January 1, 2004, with the exception of the standards relating to financial instruments
and insurance contracts which are applied only from January 1, 2005. Therefore the impacts of adopting IAS 32, IAS 39 and
IFRS 4 are not included in the EU GAAP 2004 comparatives and financial instruments and insurance contracts are accounted
for under Italian GAAP. A description of the significant differences and their effects on net income and shareholders' equity
is set forth in the following sections. See also Part A—"Accounting Policies' on page F-15 for additional information on the
accounting principles that SANPAOLO IMI follows.

. SIGNIFICANT DIFFERENCES IN VALUATION AND INCOME RECOGNITION PRINCIPLES Section 1
UNDER EU GAAP AND IFRS AS PUBLISHED BY IASB

. SIGNIFICANT DIFFERENCES IN VALUATION AND INCOME RECOGNITION PRINCIPLES Section 2
UNDER EU GAAP AND U.S. GAAP

. NET INCOME AND SHAREHOLDERS EQUITY RECONCILIATION BETWEEN EU GAAP, Section 3
IFRSASPUBLISHED BY IASB AND U.S. GAAP

. SIGNIFICANT PRESENTATION DIFFERENCES BETWEEN EU GAAP AND U.S. GAAP Section 4

. CONSOLIDATED FINANCIAL STATEMENTS Section 5

Section 1—Significant differencesin valuation and income recognition principles under EU GAAP and IFRS as
published by IASB

SANPAOLO IMI Group applies EU GAAP asits basis of accounting. In comparison to |FRS as published by IASB, EU
GAAP dliminates certain restrictions concerning hedge accounting for portfolio hedges of core deposits. The impact on net
income and shareholders' equity of this difference is reconciled within Section 3 below.
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Section 2—Significant differencesin valuation and income recognition principlesunder EU GAAP and U.S. GAAP

Theimpact on net income and shareholders' equity of each of these differencesis reconciled within Section 3 below.

EU GAAP U.S. GAAP

(a) Business Combinations

Goodwill
From January 1, 2004 goodwill recognized in the EU GAAP  From January 1, 2002 goodwill is no longer amortized but
balance sheet is not amortized but tested annually for reviewed at least annually for impairment.
impairment. As permitted by IFRS 1 the Group did not
retroactively apply IFRS 3. Accordingly the previous Goodwill relating to business combinations accounted under
accounting treatment under Italian GAAP was carried the pooling of interest method under Italian GAAP were
forward as of January 1, 2004. accounted using the purchase method under U.S. GAAP.

Purchase Price Allocation

Prior to January 1, 2004 the Group used the pooling of Using the purchase method under U.S. GAAP resultsin the
interest method that requires the assets and liabilities of the allocation of the purchase price to the assets and liabilities of
merged entity to remain at cost. the acquired company. These fair value adjustments are

amortized over their individual useful economic lives.
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EU GAAP

U.S. GAAP

(b) Investmentsin Debt, Equity Securities and Own Bonds (2004)

Debt and equity securities held for investment or trading
purposes are accounted for as follows:

. Investment debt securities are stated at amortized cost
less any write-down for permanent diminution in
value; the original value of the investment isreinstated
if the reason for write-downs ceases to apply.

. Marketable debt securities and equity securities held
for trading purposes and all other securities held
without a particular identifiable purpose are classified
astrading
securities. These securities are recorded at market
value, with the related unrealized gains and losses
recognized in the statement of income.

Debt and equity securities held for sale in the Group's
insurance portfolios are recorded at the lower of cost or
market value, with any related losses recognized in the
statement of income.

Permanent investments in companies where the Group owns
less than 20% of the voting shares are stated at cost, less any
write-down for permanent diminution in value. The origina
value of the investment is reinstated if the reason for
write-downs ceases to apply.

Holding of own bonds are classified and accounted for
similar to third party debt securities.

Debt and marketable equity securities are classified
according to management's intent within one of the
following categories:

e Held to maturity securities are measured at amortized
cost less any other than temporary impairment.
Reversals of impairments are not permitted.

e Trading securities are held at fair value with unrealized
gains or losses recognized in the statement of income.

* Availablefor sale securities are held at fair value, with
unrealized gains recorded as a net amount directly to a
separate component of equity until they are realized, at
which time the gain or lossis reclassified to the
statement of income. Any "other than temporary"
impairment is taken to the statement of income.
Reversals of impairments are not permitted.

Investments in debt and marketable equity securities held
within the Group's insurance portfolios would be classified
and recorded based on management's intent described
above.

Non-marketable equity investments of 20% or less are
accounted for under the cost method, reduced through
write-downs to reflect "other than temporary" impairments
in value. Reversals of impairments are not permitted.

Purchases of own bonds are treated as areduction of the
debt outstanding. Any difference between the cost of
repurchase and the carrying value of the liability is taken to
the statement of income. Any gain or lossonresaeis
treated as a premium or discount and amortized over the
remaining term of the bond.
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EU GAAP

U.S. GAAP

() Investmentsin Equity Securities (2005)

Non-marketable equity investments of 20% or less, with
reliable fair value, are accounted at fair value with
unrealized gains or losses recognized in a specific equity
reserve. Certain unlisted equity securities, whose fair value
cannot be reliably established or verified, are stated at cost,
as adjusted for any impairment losses verified.

Non-marketable equity investments of 20% or less are
accounted for under the cost method, reduced through
write-downs to reflect "other than temporary” impairments
in value. Reversals of impairments are not permitted.

(d) Fair Value Option (2005)

Certain financial instruments are designated as "at fair value
through profit and loss". These instruments are recognized at
fair value in the balance sheet with changesin fair value
recognized in the income statement.

Under U.S. GAAP these financial instruments are reported
as available for sale instruments with movementsin fair
value recognized in shareholders equity.

(e) Derivatives and Hedge Accounting (2004)

The accounting treatment for derivativesis dependent upon
whether the derivative is entered into and qualifiesasa
hedge of an asset, liability or firm commitment. Derivatives
not qualifying as hedges are recorded at fair value with
changesin fair value recognized in the statement of income.
Derivatives qualifying as a hedge are generally not reflected
in the financial statements until the corresponding impact of
the hedged transaction is recognized in the statement of
income. Embedded derivatives are separated from the
underlying host contract, but are held at cost.

US GAAP only permits hedge accounting to be applied if
certain criteria are met.

The Group has chosen not to adopt hedge accounting for all
derivatives held for non-trading purposes due to the
operational cost of meeting the documentation and
effectiveness requirements of SFAS133.

All derivative instruments (including certain derivative
instruments embedded in other contracts) are recorded in the
balance sheet as either an asset or liability measured at fair
value with changes in fair value recognized in the statement
of income.

(e) Derivatives and Hedge Accounting (2005)

Gains and losses arising from changes in fair value of a
derivative are recognized as they arise in profit or loss unless
the derivative is the hedging instrument in a qualifying
hedge. The Group entersinto two types of hedge
relationship:

* hedges of changesin the fair value of arecognised asset or
liability or firm commitment (fair value hedges); and

* hedges of the variability in cash flows from a recognised
asset or liability or aforecast transaction (cash flow hedges).

U.S. GAAP principles are similar to EU GAAP. There are
however differences in their detailed application.

The Group has chosen not to adopt hedge accounting for all
derivatives held for non-trading purposes due to the
operational cost of meeting the documentation and
effectiveness requirements of SFAS133.

All derivative instruments (including certain derivative
instruments embedded in other contracts) are recorded in the
balance sheet as either an asset or liability measured at fair
value with changesin fair value recognized in the statement
of income.

F-217




EU GAAP

U.S. GAAP

(f) Treasury Shares (2004)

Treasury shares purchased by the Parent are recognized on
the bal ance sheet as assets and carried at acquisition cost,

Treasury shares are classified as treasury stock and shown as
a deduction from stockholders' equity at cost.

while those purchased by subsidiaries are a so recognized on

the balance sheet as assets, but carried at fair value with

unrealized gains and | osses taken in the statement of income.

Gains and losses on sales are recorded through earnings.

(g) Property Revaluation and Depreciation

Properties are recorded in the financial statements at original

cost, adjusted in some circumstances for the application of
specific monetary revaluation required by Italian law. As
permitted by IFRS 1, valuation as at January 1, 2004, after

Revaluations of property are not permitted.

the measurement at fair value of the land, isits deemed cost.

Depreciation is charged on properties based on the revalued

amount.

Depreciation is charged on all properties based on historical
cost.

(h) Employee Benefits

Pension Costs

EU GAAP requires pension liabilities to be assessed based
on current actuarial assumptions and methods and pension
assets to be measured at fair value. The net pension surplus
or deficit, representing the difference between plan assets
and liabilities, is recognized on the balance sheet. The
Group aso electsto record all the actuarial gains on losses
on the pension surplus or deficit in the year they occur
within the Statement of Recognized Income and Expenses.

U.S. GAAP requires a similar method of actuarial valuation
for pension liabilities and measurement of plan assets at fair
value. Where the accumulated benefit obligations (the value
of benefits accrued based on employee service up to the
balance sheet date) exceeds the value of plan assets, the
Group recognizes and additional minimum pension liability
equal to this excess, aslong asthe excessis greater than any
accrual aready established for unfunded pension costs.

U.S. GAAP does not permit recognition of all actuarial
gains and losses in a performance statement other than the
primary income statement. Under U.S. the Group electsto
use the corridor method, whereby actuarial gains and losses
outside a certain range are recognized in the income
statement, in equal amounts over the remaining service lives
of current employees. The range is equal to 10% of the
greater of plan assets and plan liabilities. The remaining
additional minimum pension liability is recognized directly
in Other Comprehensive Income.
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EU GAAP

U.S. GAAP

Employee Termination Indemnity

Employee termination indemnity relates to the Group's
employees in its Italian operations. In accordance with
Italian Severance Pay Statutes, the Group is registered to
record an indemnity liability for severance of employment.
Under EU GAAP this benefit is treated as a defined benefit
plan and is accounted based on actuarial calculations.

Fair value of the liability is calculated as the present value of
the vested benefit to which the employeeis entitled but
based on the employee's expected date of separation or
retirement.

Actuarial gains and losses arising on changes to the
underlying assumptions that are incorporated into the
calculation of defined the benefit plans are accounted for in a
specific equity reserve.

Under U.S. GAAP in accordance with EITF 88-1 the Group
elected to record the empl oyee termination indemnity at
current value of the vested benefits to which the employeeis
entitled if the employee separates immediately.

The movementsin the provision less any payment is
recognized within the statement of income.

Stock Option Plans

Under EU GAAP stock-based compensation cost in
measured at the grant date based on the value of the award
and is recognized as expense over the vesting period. The
Group, as permitted by IFRS 1 amended, has elected not to
apply IFRS 2 " Share based payment" to stock options
assigned before November 7, 2002 and to assignments after
that date if they had already matured at January 2, 2005.

In 2004, the Group adopted the fair value recognition
provisions of SFAS 123(R) using the modified prospective
application. Under the fair value recognition provisions of
SFAS 123(R), stock-based compensation cost is measured at
the grant date based on the value of the award and is
recognized as expense over the vesting period. In connection
with the use of the modified prospective application,
compensation expense recognized in 2004 equals the
expense for the year that would have been recognized had
the fair value recognition provisions of SFAS 123(R) been
applied to all awards granted.

(i) Employee Termination Costs and Other Provisions

Under EU GAAP certain restructuring costs relating to
voluntary employee termination are recognized when a
restructuring plan has been announced.

Provisions are recorded when there is a probable present
obligation to transfer economic benefits as aresult of past
events. The amount recognised as a provision is the best
estimate of the expenditure required to settle the present
obligation at the balance sheet date. The anticipated cash
flows are discounted using a discount rate that reflects
current market assessments of the time value of money and
those risks specific to the liability if the effect is material.

Employee termination cost is recognized when the employee
iseligible for the termination benefit and has accepted the
termination offer.

Similar to EU GAAP, except that a provision isonly
discounted when the timing of the cash flows isfixed.
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EU GAAP U.S. GAAP
(i) Deferred Acquisition Costs and Actuarial Reserves

Lifeinsurance products that are not classified as insurance Under U.S. GAAP, life insurance products are accounted
contracts are accounted for under IAS 39 and acquisition depending on the nature of the underlying product and the
costs expensed as incurred. Products with sufficient level of insurance risk. This give rise to measurement and
insurance risk to be classified asinsurance contracts are classification differences. Acquisition costs for new
accounted for under IFRS 4 and acquisition costs for new contracts are deferred and amortized over the useful life of
contracts are deferred and amortized over the useful life of the contracts.

the contracts.

(k) Deferred Taxes on Equity Reserves

Deferred taxes are not cal culated on equity reserves Deferred taxes are calculated on equity reserves generated
generated by either domestic and foreign group companies by domestic group companies regarding unremitted earnings
regarding unremitted earnings or revaluation of assetsif and revaluation of assets irrespective of whether they will be
those reserves will not be distributed. distributed. During 2003 a new tax law in Italy allowsthe

Group to prepare consolidated tax returns, as aresult the
Group will not calculate deferred taxes on unremitted
earnings generated after December 31, 2002.

() Investmentsin Associates

As permitted by IFRS 1 the Group did not retroactively Goodwill relating to business combinations prior to January
apply IFRS 3, accordingly the previous accounting treatment 1, 2004 accounted under the pooling of interest method
under Italian GAAP was carried forward as of January 1, under Italian GAAP was accounted using the purchase
2004. As aresult part of the goodwill on acquisitions of method under U.S. GAAP.

investments in associates as part of business combinations
recorded using the pooling of interest method prior to
January 1, 2004 were charged directly to shareholders

equity.

From January 1, 2004 goodwill recognized in the IFRS From January 1, 2002 goodwill is no longer amortized but
balance sheet is not amortized but tested annually for reviewed at least annually for impairment. The differencein
impairment. the carrying amount of the investments as at January 1, 2004

resulted in differences in impairment charges.

Recent accounting developments
Applicable developmentsin EU GAAP

IFRS 7 ("Financial Instruments Disclosures") and an amendment to IAS 1 (" Presentation of Financial Statements') on
capital disclosures were issued by the IASB in August 2005 for application in accounting periods beginning on or after 1st
January 2007 and have been adopted by the European Commission.

IFRS 7 "Financial Instruments: Disclosures replaces IAS 30 "Disclosuresin the Financial Statements of Banks and
Similar Financial Ingtitutions" and the disclosure provisionsin IAS 32 "Financial Instruments: Disclosure and Presentation”.
IFRS 7 requires disclosure of the significance of financial instruments for an entity's financial position and performance and
of qualitative and
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guantitative information about exposure to risks arising from financial instruments. The standard is effective for annual
periods beginning on or after 1 January 2007. Earlier application is encouraged.

Amendment "Capital Disclosures' to IAS 1 "Presentation of Financial Statements" requires disclosures about an entity's
capital and the way it is managed. This amendment is a so effective for annual periods beginning on or after 1 January 2007.
Earlier application is encouraged.

The IASB has also issued three amendmentsto IAS 39 "Financial Instruments; Recognition and Measurement”. The
first, "Cash Flow Hedge Accounting of Forecast Intragroup Transactions', published in April 2005, amends IAS 39 to permit
the foreign currency risk of ahighly probable forecast intragroup transaction to qualify as a hedged item in consolidated
financial statements. The amendment is effective for annual periods beginning on or after 1 January 2006.

The second, "The Fair Value Option”, published in June 2005, places conditions on the option in IAS 39 to designate on
initial recognition afinancial asset or financial liability as at fair value through profit or loss. The amendment is effective for
annual periods beginning on or after 1 January 2006. Earlier application is encouraged. The Group has adopted this
amendment from 1 January 2005.

Thethird, "Financial Guarantee Contracts', published in August 2005, amends |AS 39 and IFRS 4 "Insurance
Contracts. The amendments define afinancial guarantee contract. They require such contracts to be recorded initially at fair
value and subsequently at higher of the provision determined in accordance with |AS 37 "Provisions, Contingent Liabilities
and Contingent Assets' and the amount initially recognized less amortization. The amendments are effective for annual
periods beginning on or after 1 January 2006.

In December 2005, the IASB issued amendmentsto IAS 21 "The Effects of Changesin Foreign Exchange Rates' to
clarify that amonetary item can form part of the net investment in overseas operations regardless of the currency in which it
is denominated and that the net investment in aforeign operation can include aloan from afellow subsidiary. The
amendments are effective immediately but have not been endorsed by the EU. The Group is reviewing IFRS 7 and the
amendmentsto IAS 1 and IAS 21 and those to |AS 39 that it has not implemented, to determine their effect on its financial
reporting and will be adopted by the Group for reporting in 2007. Consideration will be given early in 2006 to the
implications, if any, of the following IFRIC interpretations issued during 2005 which first apply to accounting periods
beginning on or after 1st January 2006:

. Interpretation 4—Determining whether an arrangement contains a lease

. Interpretation 5—Rights to Interests arising from Decommissioning, Restoration and Environmental
Rehabilitation Funds

. Interpretation 6—Liabilities arising from Participating in a Specific Market—Waste Electrical and Electronic
Equipment

. Interpretation 7—Applying the Restatement Approach under IAS 29 Financial Reporting in Hyperinflationary
Economies, first applies to accounting periods beginning on or after 1st March 2006. While thisis unlikely to
have any implications for the Group, if necessary, it will be applied from 1st January 2007.

Applicable developmentsin US GAAP
S-AS 153: Exchanges of non-monetary assets

The FASB issued SFAS 153 Exchanges of Non-monetary Assets, an amendment of APB Opinion No. 29in
December 2004. SFAS 153 provides for ageneral exemption from fair value measurement for exchanges of non monetary
assets that do not have commercial substance. The statement is effective for fiscal years beginning after June 15, 2005.
Sanpaolo IMI will adopt the statement from January 1, 2006. The adoption is not expected to have a material impact on the

Group's financial position or results of operations.
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SFAS 154: Accounting changes and corrections of errors

SFAS 154 was issued in May 2005 and is effective for accounting changes and corrections of errors made in fiscal years
beginning after December 15, 2005. SFAS 154 provides guidance on the accounting changes (voluntary and those required
by the issuance of an accounting pronouncement) and error corrections. APB Opinion No.20 previously required that most
voluntary changes in accounting principles be recognized by including in net income in the period of change, the cumulative
effect of changing to a new accounting principle. SFAS 154 establishes, unless impracticable, retrospective application of the
direct effects of the change as the required method for reporting change in accounting principlesin the absence of explicit
transition requirements specific to the newly adopted accounting principle. The correction of an error in previously issued
financial statements is not an accounting change athough the reporting of an error correction involves adjustments to
previously issued financial statements similar to those reporting an accounting change. Sanpaolo IMI will adopt the statement
from January 1, 2006. This statement will become applicable to the Group if it either hasto correct an error or changein
accounting principle.

SFAS 155: Accounting for Certain Hybrid Financial Instruments

In February 2006, the FASB issued SFAS No. 155, "Accounting for Certain Hybrid Financia Instruments® (SFAS 155),
an amendment to SFAS 140 and SFAS 133. SFAS 155 permits election to measure any hybrid financial instrument at fair
value (with changesin fair value recognized in earnings) if the hybrid instruments contains an embedded derivative that
would otherwise be required to be bifurcated and accounted for separately under SFAS 133. The election to measure the
hybrid instrument at fair value is made on an instrument-by-instrument basisand isirreversible.

The statement will be effective for al instruments acquired, issued, or subject to a remeasurement event occurring after
the beginning of fiscal yearsthat begin after September 15, 2006, with earlier adoption permitted as at the beginning of the
Group's 2006 fiscal year. Sanpaolo IMI is assessing the impact of this change in accounting in its consolidated financial
Statements.

S-AS 156: Accounting for Servicing of Financial Assets

In March 2006, the FASB issued SFAS No. 156 Accounting for Servicing of Financial Assets. SFAS 156 amends FASB
Statement No. 140, Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, with
respect to the accounting for separately recognized servicing assets and servicing liabilities. The statement requires entities to
initially recognize servicing rights at fair value and subsequently measure them either at fair value or amortized cost.
Subsequently, entities may elect to measure separately recognized servicing assets and liabilities using the current
amortization method or at fair value, with changes in value recognized in current period earnings. The fair value election is
irrevocable and must be applied on a class-by-class basis. Sanpaolo IMI is evaluating the potential impact of the fair value
election, but otherwise plans to adopt the initial recognition provisions and the statement's other requirements as of January 1,
2006.

FSP FAS 115-1 and FAS 124-1 The Meaning of Other-Than-Temporary Impairment and Its Application to Certain
Investments

This FSP was issued in November 2005, nullifies the guidance in EITF 03-1 The Meaning of Other-Than Temporary
Impairment and Its Application to Certain Investments and addresses the determination as to when an investment is
considered impaired, whether the impairment is other than temporary, and the measurement of any impairment loss. An
investment is deemed impaired if the fair value of the investment is less than cost. Thisimpairment is either temporary or
other than temporary but not permanent. If the impairment is other than temporary, an impairment loss equal to the difference
between the investment's cost and fair value is recognised. The fair value becomes the new cost base and is not adjusted for
any recoveriesin value. This FSPis applicable to the first reporting period beginning after 15 December 2005. Sanpaolo IMI
will adopt this FSP from January 1, 2006. Adoption of this FSP is not expected to have a material impact on Sanpaolo IMI'S
US GAAP financial statements.
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Section 3—Net Income and Shar eholders Equity reconciliation between EU GAAP, IFRS as published by IASB and
U.S. GAAP

Thefollowing is a summary of the most significant adjustments to consolidated net income and to consolidated
shareholders' equity which would be required if U.S. GAAP had been applied to the accompanying Consolidated Financial
Statements.

Profit attributable to equity holder s of the Parent

Year ended
December 31,

2005 2004

(millions of €)

Profit attributable to equity holder s of the Parent under EU 1,983 1,447
GAAP
Section 1) Macrohedge of Core Deposits (35) —

Profit attributableto equity holders of the Parent under IFRSas 1,948 1,447
published by |ASB

a) Business Combinations (336) (441)
b) Investmentsin Debt, Equity Securities and Own Bonds — (299)
¢) Investmentsin Equity Securities (32) —
d) Fair Value Option (24) —
€) Derivatives and Hedge Accounting (251) (419)
f) Treasury Shares — (58)
0) Property Revaluation and Depreciation 13 50
h) Employee Benefits (5) 5
i) Employee Termination Costs and Other Provision (18) (29)
i) Deferred Acquisition Costs and Actuarial Reserves 39 40
1) Investmentsin Associates (16) (106)
Deferred Tax effect on US GAAP adjustments 274 369
Minority interests effect on US GAAP adjustements — —
Profit attributable to equity holders of the Parent under US 1,592 559
GAAP
Basic Earnings/L oss Per Share (in Euro) 0.85 0.31
Diluted Earnings/L oss Per Share (in Euro) 0.85 0.30
Compr ehensive income:
Profit attributable to equity holders of the Parent under US 1,592 559
GAAP
Gross change in unrealized gain/loss on available for sale securities 419 364
Reclassification adjustments (for realized gains/losses on sal es of (248) (28)
available for sale securities previously included in comprehensive
income)

Change in foreign currency trand ation adjustments — —

Amortization of cash flow hedge reclassified as earnings/costs (FAS 7 4
133)

Cumulative effect of change in accounting principle, net of related tax — —
effect

Minimum liabilities (pension plans) (46) (8)
Deferred tax on other comprehensive income 19 (101)
Other comprehensiveincome 151 231
Compr ehensive income 1,743 790
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Shareholders' equity attributable to equity holders of the Parent

At December 31,

2005 2004
(millions of €)
Shareholders' equity attributable to equity holders of the 13,483 12,308
Parent under EU GAAP
Section 1) Macrohedge of Core Deposits (35) —
Shareholders equity attributable to equity holders of the 13448 12,308
Parent under IFRS as published by |ASB
a) Business Combinations 5,170 5,506
b) Investmentsin Debt, Equity Securities and Own Bonds — 865
¢) Investmentsin Equity Securities (330) —
e) Derivatives and Hedge Accounting 3 (466)
f) Treasury Shares — (77)
g) Property Revaluation and Depreciation (775) (786)
h) Employee Benefits 222 (25)
i) Employee Termination Costs and Other Provisions (48) (37)
j) Deferred Acquisition Costs and Actuarial Reserves 95 (515)
k) Deferred Tax on Equity Reserves (430) (430)
1) Investmentsin Associates 68 84
Deferred Tax effect on US GAAP adjustments (537) (577)
Minority interests effect on U.S. GAAP adjustments (56) 26
Shareholders equity attributable to equity holders of the 16,824 15,876

Parent under U.S. GAAP

Section 4—Significant presentation differ ences between EU GAAP and U.S. GAAP

In addition to the differences in valuation and income recognition principles disclosed in Section 1 and Section 2, other
differences exist between EU GAAP and U.S. GAAP relating to the presentation of financial statements. These are only
presentation difference and do not result in additional differences between EU GAAP and U.S. GAAP figures.

Thefollowing is a summary of the significant classification differences between U.S. GAAP formats—as set forth in
Regulation S-X of the Securities and Exchange Commission of the United States of America—and the formats required by
the Italian Regulation (Bank of Italy Circular 262 of December 22, 2005). Furthermore, in Section 5 are reported the balance
sheet and the statement of income in accordance with the format required by US GAAP. However, these statements are
prepared on the basis of the financial information included in the Italian financial statements prepared in accordance with EU
GAAP; hence before the US GAAP adjustments indicated in the table reported in Section 3.

Balance Sheet
Assets

(A) Theitem "Cash and due from banks" is presented for Italian purpose under the caption " 10 Cash and cash
equivaents'.
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(B)

(©)

(D)

(E)

(F)

(©)

(H)

(1)

Q)

(K)

(L)

Liabilities

(A)

(B)

(©

"20 Financia assets held for trading" and "80 Hedging derivatives' are reported under caption "Trading account
asset" inthe U.S. statement of income. Under EU GAAP such amounts are under separate captions.

Amounts under caption "30 Financial assets designated at fair value”, for the portion related to the assets
underlying insurance policies where the total risk isretained by the insured, are presented under "Assurance
assets attributable to policyholders'. The residual amount, related to debt securities with embedded derivatives,
isreported under "Trading account assets'.

"50 Held to maturity investments" is reported under caption "Investment securities' for U.S. GAAP format
purposes.

"40 Available for sale financial assets' isreported under caption "Investment securities' in the U.S. format
balance sheet, except for the portion related to non-marketabl e equity securitiesthat is classified under caption
"Investmentsin affiliated companies’

100 Investments in associates and companies subject to joint control” is reported under caption "Investment in
affiliated company"” for U.S. GAAP format purposes.

Theitem "Interest-bearing deposits in other banks' is presented for Italian purposes under the caption "60 Loans
to banks' for the portion related to the interest-bearing deposit due from banks.

Theitems"Federa funds sold and securities purchased under resale agreements or similar arrangements' to
banks and other customers are presented for Italian purposes in captions "60 L oans to banks' and "70 Loansto
customers', respectively.

Amounts under caption "60 Loans to banks', for the portion related to the medium and long term loan due from
banks, and "70 Loans to customers', except those indicated in (G) and (H), are presented under "L oans, net of
allowance loan losses' in the U.S. GAAP balance sheet.

Amounts under "110 Insurance reserves attributable to the reassures' are reported in caption "Assurance assets
attributable to policyholders’ for U.S. GAAP format purpose.

Amounts under "120 Tangible fixed assets" are shown under "Premises and equipment"” in the U.S. balance
sheet.

The following captions of the asset side of the EU GAAP balance sheet are presented under " Other assets”
according to U.S. GAAP format: "130 Intangibles assets (including goodwill)", "140 Tax assets’, "150 Non
current assets and disposal groups classifies as held for sale" and "160 Other assets".

" Securities sold under repurchase agreements’ to banks and other customers are presented for Italian purposesin
captions "10 Due to banks" and "20 Due to customers’, respectively.

Deposits to banks, customers and deposits in security form are presented for EU GAAP purposes respectively
under captions "10 Due to banks", "20 Due to customers’ and "30 Securities issued" while according to U.S.
GAAP they are included under the separate caption "Deposits”.

" Short-term borrowings" presented under caption "30 Securitiesissued” are reported in a separate caption in the
U.S. GAAP balance sheet. They consist primarily of commercial paper.
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(D)

(E)

(F)

(©)

(H)

(1)

Amounts under captions " 10 Due to banks', "20 Due to customers" and "30 Securities issued", with maturity
greater than one year are presented under the caption "Long term debt" in U.S. GAAP balance shest.

The following captions of the Italian balance sheet are presented under "Other liabilities' according to U.S.
GAAP format: "80 Tax liabilities', "100 Other liabilities', "110 Provision for employee termination
indemnities" and "120 Provisions for risks and charges'.

U.S. GAAP balance shest caption "Other interest bearing liabilities" is reported for EU GAAP purposes under
"20 Due to customers' (for the amounts not reported under U.S. captions previously described), 40 Financial
liabilities held for trading", "60 Hedging derivatives', "70 Changesin fair value of liabilitiesin hedged
portfolio”, "90 Liahilitiesinclude in disposal groups classified as held for sale”, and for the amounts related to
certain structured securities issued by Banca IMI with characteristics similar to insurance policies under 50

Financial liabilities designated at fair value trough profit and loss".

"Insurance reserves' are presented for Italian purposesin caption "130 Technical reserves' and under "50
Financial liabilities designated at fair value through profit or loss' for the portion related to the amounts
collected by the Group's Insurance companies trough the issuing of mainly financial policies against investments
where the risks are borne wholly by the subscribers.

"210 Minority interest" is presented in caption "Minority interest in consolidated subsidiaries' and the amount
under "190 Capital" is presented under caption "Capital stock".

Captions "140 Valuation reserves', "170 Reserves', "180 Share premium reserve", "200 Own shares' are
presented under caption "Other stockholders equity” under U.S. GAAP.

Statements of |ncome

(A)

(B)

(©

(D)

(B)

(F)

"Interest earnings on deposits and loans to credit institutions', "Interest income on loans and leases to non-credit
institutions', "Interest on investment securities’, "Trading account interest" and "Net effect of off-balance sheet
instruments (if positive)" are reported under caption "10 Interest income and similar revenues’ in the Italian
statement of income. Under U.S. GAAP such amounts are under separate captions.

The captions of U.S. statements of income "Interest expense on borrowings from credit ingtitutions”, "Interest
expense on borrowings from non-credit ingtitutions”, "Interest expense on securities and commercia paper" and
"Net effect of off-balance sheet instruments (if negative)" are presented under caption "20 Interest expenses and
similar charges’ according to EU GAAP.

"Net write-offs and provision for loan losses" are shown for Italian purposes under "130 &) Impairment
losses/write-backs to loans”.

The caption "70 Dividends and other revenues" in the Italian statements of income is reported in caption
"Dividends' under U.S. GAAP.

"Commission and fees from fiduciary activities', "Commissions, brokers fees and markups on securities
underwriting and other securities activities' and "Fees for other customer services' shown as separate captions
under U.S. GAAP are classified for EU GAAP purpose in caption "40 Commission income'.

The caption "50 Commission expense" in the Italian statements of incomeis reported in caption "Other expense”
under U.S. GAAP.
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(G) Thefollowing captionsin the Italian statement of income are presented in caption "Profit or loss on transactions
in securitiesin dealer trading account” under U.S. GAAP: "80 Profits (losses) on financial trading activities',
"90 Fair value adjustments from hedge accounting" and "110 Profits (losses) on financial assets and liabilities
designated at fair value".

(H) Theamounts shown in caption "Income or lossin affiliated, other companies and investments securities' under
U.S. GAAP are presented in "100 b) Profit (loss) from sale or repurchase of available for sal€", "240 Profits
(losses) on investments in associates and companies subject to joint control” and "310 Profits (losses) from
discontinued operation".

1)  Theamount shown in caption "Premiums earned (net)" under U.S. GAAP format is reported under caption " 150
Net insurance premiums" in the Italian statement of income.

(J "Other income related to insurance business' and "Other expenses related to insurance business' are reported
under caption "160 Balance of other income (charges) arising on insurance activities' in the Italian statement of
income. Under U.S. GAAP such amounts are under separate captions.

(K) The caption "Goodwill impairment” in U.S. GAAP statements of income is reported in caption "260 |mpairment
of goodwill".

(L) "Amortization of intangibles" are presented under caption "210 Net adjustments to intangible assets' in Italian
statements of income.

(M) "Salaries and employee benefits' are presented under caption "180 Administrative costs—a) personnel” in
Italian statement of income. In the caption "Net occupancy expenses of premises’ under U.S. GAAP are
presented net costs of leasehold premises (e.g. rentals payable, costs of routine maintenance). They are shown
under the caption in Italian statements of income: 180 Administrative costs—b) other".

(N) Inthe caption "Net cost operation of premises and equipment expenses' under US GAAP are presented net costs
of owned premises and equipment and |easehold equipment. They are recorded in different caption under Italian
statement of income: "200 Net adjustments to tangible assets', "180 Administrative costs—b) other" and "270
Profit (losses) on disposal of investments".

(O) "Income tax expense" is presented in the caption "290 Income taxes for the period" according to EU GAAP
format.

(P) "Minority interest in income of consolidated subsidiaries' is shown in caption "330 Profit (loss) for the period
attributable to minority interests”.

(Q) Theremaining amounts—not reported in the above illustrated items—are shown in "Other income" and "Other
expenses' in the U.S. statement of income.
Section 5—Consolidated Financial Statements

The following consolidated balance sheets and statements of income show the impact of applying U.S. GAAP
presentation requirements to amounts determined under EU GAAP. The following tables do not reflect the U.S. GAAP
adjustmentsindicated in table in Section 3 of Part M.
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Consolidated Balance Sheet

ASSETS

Cash and due from banks

I nterest-bearing depositsin other banks

Federal funds sold and securities purchased under resale agreements or
similar arrangements

Trading account assets

Investment securities

Loans, net of allowance for loan losses

Premises and equipment

Investmentsin affiliated companies

Other assets

Assurance assets attributable to policyholders and other assets related to
insurance business

Total Assets

LIABILITIESAND SHAREHOLDERS EQUITY
Deposits

Short-term borrowings

Securities sold under repurchase agreement

Other interest bearing liabilities

Other lighilities

Long-term debt

Insurance reserves

Total Liabilities
Minority interest in consolidated subsidiaries

Other shareholders' equity
Capital stock

Total Liabilitiesand Shareholders Equity
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At December 31,

2005

2004

(millions of €)

1,107 1,523
3,030 9,180
14,027 15,383
25,723 26,248
31,424 16,319
151,286 122,670
2,177 5,598
1,934 3,713
10,711 29,223
21,839 22,849
263,258 252,706
102,080 78,122
6,299 7,643
17,373 20,177
17,354 6,615
14,316 22,755
47,689 66,055
44,431 38,857
249,542 240,224
233 282
8,244 6,982
5,239 5,218
13,716 12,482
263,258 252,706




Consolidated Statement of income

Interest income:

Interest earning deposits and loans to credit institutions
Interest income on loans and |eases to non-credit institutions
Interest income on investment securities

Trading account interest

Total interest income

Interest expense:

Interest expense on borrowings from credit institutions
Interest expense on borrowings from non-credit institutions
Interest expense on securities and commercial paper

Total interest expense

Net effect of off-balance sheet investments

Net interest income

Net write-offs and provision for loan losses

Net interest income after provision for loan losses

Non interest income:

Dividends

Commissions and fees from fiduciary activities

Commissiong/brokers fees/mark-ups securities underwriting and other
securities activities

Fees from other customer services

Profit or loss on transactions in securities in dealer trading account
Equity in (loss) earnings of unconsolidated subsidiaries and associated
companies

Income (loss) in affiliated, other companies and investments securities
Other income

Premiums earned (net)

Other income related to insurance business

Total non interest income

Non interest expense:

Salaries and employee benefits

Net occupancy expenses of premises
Goodwill impairment

Net cost operation of premises and eguipment
Amortization of intangibles

Other expenses

Other expenses related to insurance business
Total non interest expense

Interest before income tax expense

Income tax expense

Net income before minority interest
Minority interest in income of consolidated subsidiaries

Net income after minority interest
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Year Ended
December, 31

2005

2004

(millions of €)

613 471
5999 5815
877 640
635 837
8,124 7,763
(912)  (731)
(1,236)  (959)
(1,638) (1,642)
(3,786) (3,332)
111 (220)
4449 4211
(437)  (508)
4012 3703
100 82
1,467 1,575
356 433
2123 2,172
694 330
— 50
381 254
474 506
3,599 —
17 202
9211 5544
(2,819) (2,836)
(210)  (221)
(1) (97)
(242)  (312)
(198)  (195)
(2,253) (2,771)
(4512)  (559)
(10,235)  (6,991)
2988 2,256
(948)  (754)
2040 1,502
(57) (55)
1,983 1,447




Attachments

ATTACHMENTSTO THE CONSOLIDATED EXPLANATORY NOTES
INFORMATION ON TRANSITION TO INTERNATIONAL ACCOUNTING STANDARDS

RECONCILIATION STATEMENT OF SHAREHOLDERS EQUITY AND NET PROFIT
FOR THE YEAR OF THE PARENT COMPANY AND OF CONSOLIDATED
SHAREHOLDERS EQUITY AND NET PROFIT FOR THE YEAR

LIST OF EQUITY INVESTMENTS GREATER THAN 10% OF CAPITAL
IN UNLISTED COMPANIES AND LIMITED LIABILITY COMPANIES
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INFORMATION ON TRANSITION TO THE INTERNATIONAL ACCOUNTING STANDARDS

Introduction

The SANPAOLO IMI Group implemented first-time adoption of the international accounting standards in preparing its
consolidated half year report as of June 30, 2005, in accordance with the optional provisions of art. 81 of the Issuers
Regulations adopted by Consob Decision no. 11971 of May 14, 1999 and subsequent modifications and integrations.

In addition, on November 15, 2005, the European Commission approved, with Regulation no. 1864, the updatesto "IAS
39—Financia instruments: recognition and measurement”, "IAS 32—Financial instruments: disclosure in the financial
statements and in the additional information" and "IFRS 1—First-time adoption of the International Financial Reporting
Standards’, issued by the IASB in June and related to use of the so-called fair value option. The regulation expressly outlined
the circumstances under which the subject valuation option may be used, specifying the circumstances and reasons that justify
application.

Following the af orementioned amendments to the accounting standards in force, it became necessary to review the
consolidated | AS/IFRS accounting balances as of January 1, 2005 and, consequently, adjust the amounts regarding the
reconciliation, at that date, from the Italian accounting standards to the international accounting standards. These data have
already been published together with the 2005 half year report, in which the possibility of carrying out such a change was
specifically mentioned.

Very briefly, these adjustments resulted in the following:

»  reclassification of a part of financial assets designated as at fair value, with subsequent rearrangement of the
securities portfolio in favor of those available-for-sale (839 million euro) and minimum impact (1 million euro),
purely for redistribution purposes, in the offsetting entry to shareholders' equity reserves,

e recognition, in accordance with the fair value option, of amounts previously subjected to a different accounting
treatment. In particular, the effect of the said adjustments resulted in the partial reallocation of bond issues and
amounts due to customersin favor of financial liabilities recorded as at fair value (2,136 million euro) and
financial dealing liabilities (2,318 million euro), in addition to recognition, once again under a separate caption,
of items otherwise calculated to offset liabilities (27 million euro).

This attachment to the annual report provides information regarding the transition to the IAS/IFRS as required by IFRS 1
"First-time adoption of the International Financial Reporting Standards”, integrating the contents of the reconciliation
statements following the above-mentioned regul atory update.

The information on the transition is provided according to the scheme set out below:

Accounting principles for transition to the IASIFRS.  Describes the accounting policies applied for adoption of the new
accounting standards, as well as any exemptions and exceptions to the general transition rule used by the Group for first-time
adoption of the IAS/IFRS.

Reconciliation statements and notes.  Provides the relative reconciliation statements of shareholders' equity as of
January 1, 2004, December 31, 2004 and January 1, 2005, as well as of the statement of income for the 2004 financial year
(so-called summary reconciliations). The reconciliations of the financial position as of December 31, 2004 and January 1,
2005 and of the economic results for 2004 are also provided on aline-by-line basis, following the financial statement layouts
(so-called analytical reconciliation), for a better understanding of the comparatives included in the 2005 financial statements.
Finally, the reconciliation statements are accompanied by explanatory notes.
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Net interest margin. The difference pertains to the notional financial charges relating to social security liabilities and
funds, which are recognized at their net present value under IAS/IFRS. The discounting of the aggregate matured liabilities,
both relating to employees and potential liabilities for other risks and charges, require the recognition in the income statement
of the interest expenses from adjustments in the value of the corresponding funds on a year-by-year basis.

Personnel costs.  The negative effect is due to the net provisionsto the TFR personnel fund. In fact, IFRS prescribe a
different treatment for the determination of and timing of the maturity of liabilities relating to obligations towards employees.
The provisions are determined on the basis of the existing population but with reference to the probable working life
expectancy whereas the corresponding liability should be subject to discounting. On the other hand, the national accounting
standards (Italian GAAP) which were in force before the IFRS, required a provision only for the matured obligations up to
the recording date, measured at nominal value.

Value adjustments on tangible assets. Relate to the reversal of amortizations accounted for on an Italian GAAP basis,
on goodwill existing in 2004 which is no longer recognized under IFRS. In this regard, for the purposes of IFRS, goodwill
forms part of intangible assets with an indefinite useful life and is no longer subject to the systematic amortization but hasto
be subjected to periodical impairment tests, at least annually.

Return oninvestments. Also related to the reversal of amortizations accounted for in 2004 on goodwill pertaining to
companies consolidated using the Net Equity method. In this case, the same explanation provided for the value adjustment on
tangible assets applies.

Transition to the |AS/IFRS accounting standards

The general accounting principle set out in IFRS 1 for first-time adoption of IAS/IFRS provides for the restatement of all
balance sheet balances at the date of transition, such date being January 1, 2004, by applying international accounting
standards used for the preparation of the first IAS-compliant financial statements retrospectively, asif they had always been
inforce.

The adjustments deriving from the retrospective application of international accounting standards at the date of transition
are charged directly to shareholders equity.

As an exception to the above, IFRS 1 allows the date of transition for first-time adoption of IAS 32 and 39 (financia
instruments) and of |FRS 4 (insurance contracts) to be set at January 1, 2005. The Group has chosen this option: therefore, in
the prior year financia statements, the captions relating to financial instruments and insurance contracts reflect the accounting
principlesin force before the new rules, taking into account however, the effect of extending the line by line consolidation to
include subsidiaries which were previously excluded (the so-called mix model). IFRS 1 also provides some exemptions to the
retrospective application of international accounting principles.

Thefollowingisalist of exemptions that the SANPAOLO IMI Group availed itself of in the first time adoption of
IAYIFRS.

e Business combinations: the SANPAOLO IMI Group did not apply IFRS 3 retrospectively to business
combinations that occurred before January 1, 2004. Therefore, on transition to IASIFRS, the goodwill included
in thefinancial statements is based on amounts recorded on the basis of the accounting rules previously in force.

e Restatement of the book value of tangible assets to fair value instead of cost: the SANPAOLO IMI Group has
opted to state, at the transition date of January 1, 2004, tangible assets at historical cost as adjusted by past
revaluations made on the basis of special laws. Land and works of art, on the other hand, have been recorded at
fair value as their deemed cost, based on an appraisal made by an independent expert.
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»  Employee benefits: for the purpose of valuing termination indemnities and other defined-benefit funds, the
Group has chosen not to apply the so-called "corridor method" retrospectively, as provided by IAS 19
"Employee benefits', since, under certain conditions (see Explanatory Notes—Part A "Accounting
policies'—section 11) it is not necessary to recognize part of the actuarial gains and losses. Therefore the
actuarial gains and losses for periods prior to January 1, 2004 have been wholly recognized on transition.

e Allocation of financial instruments booked in prior years: for the purposes of classification, the date of purchase
of financial instruments designated at fair value or available for sale is deemed to be the date of transitionto IAS
39 (January 1, 2005).

e Share based payments. the Group has elected not to apply IFRS 2 " Share based payment” to stock options
assigned before November 7, 2002 and to assignments after that date if they had already matured at January 1,
2005.

Reconciliation statements and notes

The explanatory notes are provided with the reconciliation statements, at the relevant dates, between the consolidated
results prepared on the basis of Italian accounting principles (known as Italian GAAP) and those restated applying
international accounting standards, with the exception of IAS 32 and 39 and |FRS 4 for dates prior to January 1, 2005.
Additional reconciliation statements provided are those relating to shareholders' equity as of January 1, 2004, December 31,
2004 and January 1, 2005, together with the statement of income for 2004 fiscal year.

In order to allow a better understanding of the method of restating comparative results included in the financial
statements, reconciliation statements are also provided for the individual captions of the balance sheet as of December 31,
2004 and January 1, 2005 and of the statement of income for 2004.

Following the introduction of the new international accounting standards or in the event of modificationsto or different
interpretation of the principles already applied, the values carried in the reconciliation statements may change before the 2005
consolidated financial statements are published.

The reconciliation of shareholders' equity as of January 1, 2004, December 31, 2004 and January 1, 2005 and of the
statement of income as of December 31, 2004 are subject to audit by an independent auditors in accordance with the
provisions of Consob Communication n. 5025723 dated April 15, 2005.
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Tablel Summary reconciliation of consolidated shareholders equity accordingto IFRS 1

Effect of
January 1, December 31, January1, adopting the January 1,
2004 2004 2005 Fair Value 2005
(*) (*) (**) Optlon (***) (****)
(€/mil)

Consolidated shareholders equity according to Italian
GAAP 11,266 11,980 11,980 11,980
—Group 10,995 11,804 11,804 11,804
—minority interests 271 176 176 176
20. Investments held for trading n.a n.a 317 317
30. Financial assets evaluated at fair value n.a n.a 76 (2) 75
40. Available for sale investments n.a n.a 932 1 933
60. Loans to banks n.a n.a 2 2
70. Loansto customers n.a n.a 794 794
80. Hedging derivatives (positive value) n.a n.a 747 747
100. Equity investments — 19 19 19
120. Tangible assets 475 471 471 471
130. Intangible assets 10 111 111 111
140./ 80. Tax assets/liabilities (227) (248) (86) (86)
160./100. Other assetg/liabilities 31 56 (607) (607)
10. Due from banks n.a n.a 3) 3)
30. Securities issued n.a n.a (1,035) (1,035)
40. Financial liabilities held for trading n.a n.a (406) (406)
60. Hedging derivatives (negative value) n.a n.a (783) (783)
70. Vaue adjustment of financial liabilities n.a n.a (18) (18)

subject to macrohedging
110. Provisions for employee termination 17 4 4 4

indemnities
120. Provisions for risks and charges 180 135 51 51
130. Technical reserves n.a n.a (389) (389)
210. Changes in the area of 59 62 62 62

consolidation—Muinority interest
Total adjustmentsfor IAS/IFRS 545 610 259 — 259
Consolidated shareholders equity according to
IAS/IFRS 11,811 12,590 12,239 12,239
—Group 11,435 12,308 12,035 12,035
—minority interests 376 282 204 204

*) Excluding IAS 32 and 39 and IFRS 4.
(**)  Including IAS 32 and 39 and IFRS 4.
(***) Regulation 1864/2005 implemented prevailing IASB guidelines on Fair Value Optionsin the EU area.

(****) After adoption of Reg. 1864/2005 "Fair Value Option".
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Table2 Summary reconciliation of the consolidated net income according to | FRS 1(*)

Net income applying Italian GAAP
—pertaining to the Group

—minority interests

30. Net interest income

60. Net commissions

180 a )  Personnel costs

180 b )  Other administrative costs

190. Net provisions for risk and charges

200. Net adjustments to tangible assets

210. Net adjustments to intangible assets

220. Other operating charge/income

240. Profits (losses) on investments in associates and companies subject to joint control
270. Profits (losses) on disposal of investments

290. Income taxes for the period

330. Profits (loss) for the period attributable to minority interests

Total adjustmentsfor IAS/IFRS
Net income applying IASIFRS
—pertaining to the Group
—minority interests

2004
%)

(€/mil)

*) The amounts shown in the table do not reflect the overall effect on single income captions affected by the
reconciliation since they do not take into account the reclassifications between captions through the application of

new accounting standards and the extension of the area of consolidation.

(**)  Excluding IAS 32 and 39 and IFRS 4.
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Notesto thereconciliations

The "summary reconciliation statements" (Tables 1 and 2) show, for each caption of the new financial statements, the
effects of the change before taxation, which are shown altogether under a separate caption.

"Financial assets held for trading". The securities portfolio, separately identified according to Italian GAAP as
"dealing" and "investment", has been reclassified as of January 1, 2005 by the Parent Bank and its subsidiaries, to the
categories provided by IASB in line with prevailing management and operating guidelines and, in any case, with the
objectives of the Group. The Group has classified under "Dealing transactions' those securities held in its trading desk
portfolios which are generally traded very frequently or expected to be disposed of in the short term as well as derivatives
held for dealing. Furthermore, IAS 39 rules governing hedging transactions have led to the de-recognition of a significant
portion of hedging transactions previously carried out in the portfolio. The inclusion under "financial assets held for trading"
of derivatives which, at January 1, 2005, could not be classified as hedging transactions and their consequent valuation at fair
value, gave rise to awrite-up adjustment to assets of 455 million euro, of which 206 million euro refer to options that already
hedged optional components of structured deposits. To partially compensate the af orementioned adjustments to derivatives,
the total adjustment shown in the reconciliation statements includes the elimination of own shares of the Parent Bank
(61 million euro) and of individual subsidiaries (57 million euro), as well aslower amountsfor: (i) the adjustment to fair
value of securities previously valued at cogt; (ii) the effect of recalculating the fair value of dealing derivativesin order to
reflect the valuation models, taking into account the credit worthiness of the counterparties and other specifications provided
for by international accounting standards.

Financial assets designated as at fair value. The Banking Group has made limited use of the designation at fair value
(known as fair value option) for financial instruments, restricting it mainly to account for its portfolio of structured securities,
whereas it has been used extensively by itsinsurance subsidiaries in respect of securities to cover policies where the
investment risk is borne by the insured. Ideally, the exposure of the Group to such securitiesis compensated by offsetting the
policies against the relevant liabilities designated at fair value.

Available for sale financial assets. Upon first-time adoption of international accounting standards, those debt securities
which could not be classified under any other portfolio have been included under available for sale financial assets, together
with all equity investments that do not fall under the subsidiary, affiliated or joint-control category. Only where valuations
were not reliable—taking into account, among other things, the specific characteristics of the issuer, that is, the significant
spread in the ranges of value resulting from the application of the valuation models, or rather, the lack of information useful
to applying valuation models given the scarse importance of the shareholding—were securities still carried at cost. The most
significant investments still carried at cost are investmentsin Banca d'ltalia, Borsa Italiana, Hutchison 3G Italia and Credito
Sportivo. The positive adjustment refersto the fair value of securities already valued at cost, offset against a specific
valuation reserve included under shareholders equity. The valuation reserve relating to available for sale investments,
included under shareholders' equity, was not adjusted for taxation since, according to IAS/IFRS, investments maintain current
tax exemptions (participation exemption regime).

The balance sheet adjustment of 583 million euro refersin particular to the fair value adjustment made to debt securities
of the insurance sector, against high risk insurance policies. The relevant valuation reserve relating to available for sale
investments, included under shareholders' equity, is partially compensated by recording a val uation reserve but with opposite
sign, calculated on the insurance liabilities (mathematical reserves) according to the option given by IFRS 4, to take
advantage of "shadow accounting” for the portion of income due to policy underwriters.
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Held-to-maturity investments.  The investment portfolio has been recalculated due to stricter constraints being imposed
by the international accounting standards on "held-to-maturity investments', by reclassifying those securities that had been
previously classified as "available for sale investments'. No adjustments were made to those values already booked according
to Italian accounting principles.

Loansto banks. Only inter-bank placements are classified in this caption, with the exclusion therefore of debt
securities. The adjustment of two million euro refers to an adjustment to the value of hedged transactions.

Loansto customers. In addition to non-securitized loans to customers, the IAS/IFRS loan portfolio (loans and
receivables) also comprises unquoted securities arising from the restructuring of exposures or purchased upon subscription or
assignment of corporate customers. As regards the discounting of doubtful loans, the SANPAOLO IMI Group has adopted
the net present value criteria set by IAS/IFRS for doubtful loans since 1998, the year in which its shares were quoted on the
US market. Therefore, the value of equity at transition has been changed only in respect of the adjustment of hedged |oans
(+640 million euro) and the improvement of the application of "amortized cost" in accordance with IASIFRS. More
specificaly, as regards this last point, equity was reduced by 34 million euro (21 million net of its tax effect) due to an
adjustment to the value of non-interest bearing loans granted by GEST Line, the tax collection subsidiary company, to the
various entities on behalf of which it carries out its collection activity. The adjustment was made to take into account the
discounting at effective interest rates, compared to the expected average collection period. This adjustment reflects also the
167 million euro increase in loans due to the separate accounting of the commitment incorporated in the FIAT convertible
facility under derivative liabilities (dealing).

Hedging derivatives. This caption comprises derivatives which were aready classified as hedging instrumentsin the
financial statements prepared in accordance with Italian accounting principles and which, at January 1, 2005 could be
considered as such according to IFRS 1 transition rules. The adjustment to shareholders equity (+747 million euro) reflects
the adjustment to fair value of such derivatives and is substantially compensated by the adjustment to fair value of the
underlying hedged items.

Investments carried at net equity.  This caption includes both the valuation to net equity of investmentsin affiliated
companies and the positive differences in shareholders' equity which are carried under a separate caption in the financial
statements prepared according to Italian accounting principles. The 2004 adjustments relate to the write-back of the 2004
amortization charge on such differences since IFRS 3 does not provide for the systematic amortization of goodwill with effect
from January 1, 2004. The write-back of 2004 amortization has a positive effect on the economic result for 2004, due to the
increase in profit of companies carried at equity.

Tangible assets. Tangible assetsincluded in the financial statements prepared in accordance with Italian accounting
principles have been reclassified to this caption which, for the first time, includes al so leasehold property where the related
entry isincluded under financial liabilities. Theincrease in shareholders equity relates mainly to the fair value adjustment
(+366 million euro) of land in the real estate portfolio, made on the basis of appraisals carried out by independent experts.
Thisfair value represents the new book value that replaces cost. Works of art are also subject to adjustment to fair value
(+42 million euro) as areplacement of cost, again based on appraisals carried out by independent experts. Since they are
considered to be assets not subject to amortization, previous amortization charges (made on the basis of Italian accounting
principles) have been reversed (+19 million euro). In the statement of income, the higher "adjustments to the value of tangible
fixed assets' refer mainly to amortization of leasehold property, which previously had not been included.

Intangible assets.  This caption reflects the reversal of long-term charges and other intangible assets which, according
to IAS/IFRS, can no longer be capitalized. Furthermore, amortization of
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internally-devel oped software has been recal culated according to criteria approved under the IAS/IFRS principles.

In particular, this caption includes goodwill arising on the line by line consolidation and on the purchase of business
branches. Following the adoption of IASIFRS, goodwill is considered as an asset with an indefinite economic life and as
such it can no longer be systematically amortized (as required, on the contrary, by Italian accounting principles). Goodwill
must be reviewed annually for impairment (impairment test) and, if necessary, written down to reflect any "permanent lossin
value". The SANPAOLO IMI Group carried out an impairment test on goodwill recorded as of January 1, 2004 and
December 31, 2004 which revealed no losses in value compared to the amounts reported in the financial statements. As
already noted, no other adjustments were made to goodwill given that the Group decided not to adopt |FRS 3 to business
combinations retrospectively. The write-up adjustment made to the caption refers to the reversal of 2004 amortization charges
and reflects positively on the result for 2004, under the caption "adjustments to intangible assets’.

Tax assets and liabilities. The amounts shown relate to deferred taxation on taxable and deductible temporary
differences arisen by applying the international accounting standards to other balance sheet items.

Other assets and liabilities. This caption covers Group assets and liabilities not reported in other captions of the
financial statement. The more important adjustments refer to the reporting in assets of the deferrals of placement commission
expenses paid to companies outside the Group (129 million) for the placement of policiesissued by the insurance business,
and in liabilities of the corresponding deferrals of positive commissions collected by the underwriters on the issue of those
policies (380 million). These amounts will be reported in the statement of income on a straight line basis for the life of the
underlying products. Moreover, purchase commitments were subscribed for controlled investments to the sum of 83 million,
liahilities were eliminated for dividends attributable to the minority interests of subsidiaries (42 million euro at January 1,
2004 and at December 31, 2004/January 1, 2005) and already recorded in other liabilities in accordance with national
accounting standards, and deferred assets and liabilities were eliminated in relation to hedged derivatives closed in previous
years.

Dueto banks. This caption comprises all amounts due to banks at their "amortized cost". The adjustment of three
million euro refers to an adjustment to the value of hedge accounting positions.

Securitiesissued.  On the basis of Italian accounting principles, own securities issued and then repurchased on the
market for trading are considered as assets to be included in the financial statements. On the other hand, IAS/IFRS require
such securities to be cancelled on repurchase. In accordance with IAS 39, own debt securities have been cancelled against the
corresponding liability caption "Debt securities issued”; the excess value of the amount already recorded under assets over the
corresponding liability resulted in a negative adjustment to opening shareholders' equity, due to the higher carrying value of
the securities portfolio compared to the amortized value of the relevant collected amount.

Upon transition to IAS/IFRS, deposits of structured securities were recorded by retrospectively applying "split
accounting” whereby both the embedded derivative and the host contract are initially recorded separately at fair value, and at
alater stage, the derivative is recorded at fair value and the host contract at amortized cost as adjusted to take into account
any relevant hedges. The fair values (of embedded derivatives and of the host contracts) that areinitially recorded, unless
significantly different from their related market value, must be equal to the amounts collected. This accounting method,
provided for in the international accounting standards, resulted in allocating total issue costs and income over the life of the
product by recording the host contract at amortized cost and writing off any day-one profit recorded in the previous financial
statements prepared according to Italian accounting
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principles. The adjustment includes 234 million euro relating to the recording of the host contracts at amortized cost after
deducting the relevant derivatives and 525 million euro relating to the recording of hedges on deposits represented by
securities.

Financial liabilities held for trading. This caption comprises those dealing derivatives with a negative fair value. The
adjustment refers to the negative value of 766 million euro of derivatives previoudly classified as hedges and reclassified as
dealing at the date of transition as well asto the positive value of 359 million euro for options sold which were embedded in
the structured deposits and accounted for separately from the host contract (split accounting).

Hedging derivatives—iabilities. This caption comprises only derivatives with a negative fair value which were aready
qualified as hedges in the financial statements prepared in accordance with Italian accounting principles and which, at
January 1, 2005 could be considered as hedges according to IFRS 1 transition rules. The adjustment to equity (-783 million
euro) is basically compensated by the adjustment to fair value of the underlying hedged items.

Changesin fair value of liabilities in hedged portfolios. The adjustment refers to an adjustment to the value of
portfolios of financial liabilities exposed to interest rate risk to take into account the related hedges.

Provisions for employee termination indemnities. IAS/IFRS provide for a different accrual principle for liabilities
matured in respect of obligations to employees. Accruals are calculated on the basis of the existing workforce taking into
account the expected length of service, and the total liability matured must be subject to actuarial calculations. For IAS/IFRS
purposes the specific accounting treatment of the accrualsin accordance with Art. 2120 of the Civil Codeis still subject to
discussion by the accounting profession. In line with prevailing doctrine, the Group has chosen to evaluate the above liability
towards its workforce according to the provisions of |AS 19 "Employee benefits' as regards defined benefit pension funds.
Asaresult of the above decision, the commitment has been subject to valuation by an independent actuary. The accrual at
January 1, 2004 was made taking into account also all prior year actuarial losses and gains as permitted by the transition
provisions.

The Group has chosen to accrue all such losses and gains by adopting the so-called "corridor accounting”. The 2004
statement of income benefited from the positive effect of lower accruals recorded in personnel costs.

Provisionsand reserves. provisions and reserves include provisions for employees specifically required by IAS 19
"Employee benefits' and, especially, accruals for commitments to make good the technical deficit in the defined benefit
pension funds.

Asregards the latter, estimates already made by an independent actuary for the purposes of the financial statements
prepared in accordance with Italian accounting principles, have been adjusted to take into consideration the "projected unit
credit method" and other requirements set out in the af orementioned international accounting principle. With regard to
potential liabilities other than those linked to aworking relationship, the IAS/IFRS provide that they be recorded at the
present value payable when due; this differs from Italian accounting principles which provide for the full accrual of the
potential liability. Therefore the relevant accruals have been reduced to take into account the cost of money by discounting
the expected future cash outflows. Lastly, those provisions which did not satisfy the stricter requirements of IAS 37 in respect
of accruals have been wholly eliminated. In accordance with international accounting standards, the statement of income for
the 2004 financial year has been adjusted by a charge for interest payable cal culated on the amounts accrued.
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Technical reserves. In brief, Italian accounting principles for insurance products provide that:

the amounts collected for the issue of insurance products must be recorded directly in the statement of income as
"insurance premiums";

in respect of these premiums, insurance companies accrue the expected amounts payable to theinsured in
appropriate "technical reserves';

in the statement of income, the difference between the premiums recorded under income and the accruals to
reserves recorded under costs represent the margin earned by insurance companies in the statement of income.

On the other hand, IAS/IFRS distinguish products mostly on the basis of their economic content, which can be financial
or insurance related. In thisway, products issued by insurance companies must be entered either as financia or insurance
instruments, depending on the type of risks associated with them.

The products characterized mostly by insurance risks follow IFRS 4 rules, which basically refer to the accounting
principles; on the other hand, products of afinancial nature are accounted for in accordance with IAS 39 "financial
instruments”.

Therefore, technical reserves relating to products which also under IAS/IFRS provisions are classified as insurance
products, have been accounted for in accordance with Italian accounting principles and, in accordance with IAS 39, adjusted
to take into account the different valuation of the relevant investments made. In particular, the Group has chosen to avail itself
of "shadow accounting", whereby insurance liabilities are adjusted by way of an entry to a valuation reserve under
shareholders equity which mirrors the recording of the related available for sale investments. It should be noted that the
reserves for policies with asignificant financial content have been reclassified as financial liabilities.

Changes in the area of consolidation—minority interests.  Under international accounting standards, all subsidiaries are
consolidated on aline by line basis, and therefore, in the specific case of the SANPAOLO IMI Group, aso the entire
insurance sector, which was previously included in the consolidated accounts using the equity method. This change has not
affected the Group shareholders' equity in any way; however, the inclusion of investments consolidated on a proportional
basis or carried at equity in the consolidation area of the consolidated financial statements prepared on aline by line basis, in
accordance with Italian accounting principles, has affected minority interest. The greater amount shown refers mainly to the
line by line consolidation of Banca Koper which was previously consolidated using the proportional method.
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RECONCILIATION STATEMENT OF INDIVIDUAL SHAREHOLDERS EQUITY AND NET PROFIT FOR THE
YEAR AND CONSOLIDATED SHAREHOLDERS EQUITY AND NET PROFIT FOR THE YEAR 2005

PARENT COMPANY FINANCIAL STATEMENTS
Balance from subsidiaries consolidated by the line-by-line
method
Consolidation adjustments:
—book value of investments consolidated by the line-by-line
method
—dividends of consolidated companies
—elimination of goodwill arising on consolidation
—reversal of profits from disposal of available for sale equities
—evaluation of investments carried at equity
—minority interests
—elimination of write-downs of investments evaluated at
equity
—reversal of disposals of infra-group branches
—tax benefits arising on the merger of Banco Napoli
—debts to minority interests
—securities placement and infra-group policy
—other adjustments
CONSOLIDATED FINANCIAL STATEMENTS

F-241

Capital
Net and
profit reserves Total
(€/mil)
1,165 9,730 10,895
2,048 17,005 19,053
—  (15390)  (15,390)
(1,113) 1,113 =
— (914) (914)
(55) 55 =
56 (39) 17
(57) (176) (233)
— 108 108
(32) — (32)
— 226 226
- (151) (151)
(26) (98) (124)
(3) 31 28
1,983 11,500 13,483




PROSPECTUS OF SHARES OWNED ASAT 31 DECEMBER 2005 GREATER THAN 10% OF CAPITAL
REPRESENTED BY SHARESWITH VOTING RIGHTSIN UNLISTED COMPANIES OR FROM SHARESIN
LIMITED LIABILITY COMPANIES (PURSUANT TO ART. 126 OF CONSOB DECISION NO. 11971 OF 14 MAY
1999)(1)

Share

Name Investor %
Agricoladel Varano Sr.l. Cassadi Risparmio Padova e Rovigo 26.58
Alilaguna Sr.l. Cassadi Risparmio Venezia 80.00
Amalnternational S.p.A. FIN. OPI 14.97

Associazione Nazionale per I'Enciclopedia della

BancaedellaBorsa Sanpaolo IMI 1211
Banca Fideuram 0.35
12.46
Bancad'ltalia Sanpaolo IMI 8.33
Cassadi Risparmio Bologna 6.20
Cassadi Risparmio Padova e Rovigo 1.20
Cassadi Risparmio Venezia 0.88
Friulcassa 0.62
17.23
Banco del Desarrollo SA. Sanpaolo IMI 15.71
Banque Espirito Santo et de la Venetie SA. Sanpaolo IMI 18.00
Banque Galliere SA. (inlig.) Cassadi Risparmio Bologna 17.50
Beato Edoardo Materiali Ferrosi Sir.l. Cassadi Risparmio Padova e Rovigo 50.00
Cassadi Risparmio Venezia 50.00
100.00
Biessefin Sp.A. (inlig.) Sanpaolo IMI 36.10
Bipielle Riscossioni S.p.A. Sanpaolo IMI 11.20
Borsaltaliana S.p.A. BancaIMI 7.94
Sanpaolo IMI 5.37
Sanpaolo Bank 0.43
13.74
Calitri Denim Industries S.p.A. (bankrupt) Isveimer (inlig.) 14.29
Celeasing Sir.l. Sanpaolo IMI 100.00
Cen.Ser. Centro Servizi Sp.A. Cassadi Risparmio Padova e Rovigo 11.60
Centradia Limited (inlig.) Centradia Goup (inlig.) 100.00
Centradia Services Ltd (in lig.) Centradia Goup (in lig.) 100.00
Centrale dei Bilanci Sir.l. Sanpaolo IMI 12.60
Centro Agroalimentare di Napoli Scpa Sanpaolo IMI 12.56
Centro Factoring S.p.A. Sanpaolo IMI 10.81
Centro Leasing S.p.A. Sanpaolo IMI 12.33
Cimos International d.d. Banka K oper 13.55
Dorado — Cigs Sir.l. Cassadi Risparmio Bologna 25.00
Dulevo S.p.A. (bankrupt) Sanpaolo IMI 16.29
ElvetiaEdile Sr.l. Sanpaolo IMI 100.00
Emporium Sir.l. Cassadi Risparmio Padova e Rovigo 51.27
Equipe Investments S.p.A. Cassadi Risparmio Padova e Rovigo 100.00
Esatto S.p.A. GEST Line 16.33
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Share

Name Investor %
Esped Spedizioni Sir.l. Cassadi Risparmio Padova e Rovigo 29.80
Evoluzione 94 S.p.A. Sanpaolo IMI 5.99
Cassadi Risparmio Bologna 2.55
Friulcassa 197
10.51
Fides S.p.A. (bankrupt) Isveimer (inlig.) 20.00
Fin.Ser. S.p.A. Cassadi Risparmio Padova e Rovigo 15.00
Fin. Tess. Sp.A. Cassadi Risparmio Padova e Rovigo 98.00
Fonti di Gaverina Sanpaolo IMI 60.64
Gerard H Polderman Sr.l. Cassadi Risparmio Padova e Rovigo 100.00
GiragliaImmobiliare S.p.A. Sanpaolo IMI 17.15
Guiness Peat Aviation ATR Ltd Sanpaolo IMI Bank Ireland 12.50
| Guardi Sr.l. Cassadi Risparmio Venezia 56.00
IAM Piaggio Sp.A. (inlig.) Sanpaolo IMI 9.68
Banca Fideuram 3.74
13.42
Idra Partecipazioni S.p.A. (inlig.) Ldv Holding 11.56
Immobiliare dell'l sola Cattaneo S.p.A. Sanpaolo IMI 48.57
Immobiliare Femar S.p.A. Cassadi Risparmio Padova e Rovigo 38.57
Immobiliare Peonia Rosa Sir.l. Sanpaolo IMI 57.00
Immobiliare Santa Caterina Sir.l. Sanpaolo Banco di Napoli 100.00
Impianti Sr.l. (inlig.) Sanpaolo IMI 14.16
InkuitaliaS.p.A. Friulcassa 65.00
Integrated Shipping Company Sanpaolo IMI 100.00
Istituto per il Credito Sportivo Sanpaolo IMI 10.81
Isveimer Sp.A. (inlig.) Sanpaolo IMI 65.22
Banca Popolare dell'Adriatico 0.17
65.39
ItticaUgento S.p.A. Sanpaolo Banco di Napoli 26.96
IXIS Asset Management Group S.A. Sanpaolo IMI 12.00
Kall Kwik ItaliaS.p.A. (inlig.) Sanpaolo Leasint 15.00
Kish Receivables Co. Tobuk 20.83
LaCompagnia Finanziaria S.p.A. Sanpaolo IMI 12.09
Leiballi Carni S.p.A. Cassa di Risparmio Padova e Rovigo 33.33
Marche Capital S.p.A. Banca Popolare dell'Adriatico 11.99
Mirano Costruzioni Sr.l. Cassa di Risparmio Venezia 100.00
Pdp Box Doccia S.p.A. Cassa di Risparmio Padova e Rovigo 80.00
Pila2000 S.p.A. Cassadi Risparmio Padova e Rovigo 37.19
Praxis Calcolo S.p.A. Ldv Holding 14.52
Sanpaolo IMI Private Equity 0.29
14.81
Primorske Novice d.o.o. Banka Koper 17.12
Print S.r.l. Banca Popolare dell'Adriatico 100.00
Razvojni Center Mal. Gospod. D.o.0. Banka K oper 19.53
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Name Investor %
Sago SpA. (2 Sanpaolo IMI 26.67
Sl Holding S.p.A. Sanpaolo IMI 11.16
SitebaSp.A. Sanpaolo IMI 10.45
Soa Nordest S.p.A. Cassa di Risparmio Padova e Rovigo 15.00
Societa Capua Group Imbottigliamento Bevande
Gassate Sp.A. Sanpaolo Banco di Napoli 80.19
SSB — Societa per i Servizi Bancari Sp.A. Sanpaolo IMI 15.54
Banca Fideuram 0.02
15.56
StoaS.c.p.a Sanpaolo