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Chairman’s
letter

Dear Shareholder,

Last year, 2014, was far from negative for the world economy, especially thanks to good US growth
and fair results in several emerging areas. For much of the year the European contribution to this scenario
was very limited, chiefly due to difficulties persisting in the Euro area, which achieved very modest eco-
nomic growth rates. What is more, the rapid fluctuations in the current account deficits of the more
fragile Member States from 2013 onwards led to serious imbalances in terms of internal competitiveness.
This meant that most of the so-called “periphery” countries achieved lower-than-average economic per-
formances and, in ltaly’s case, its economic performance was negative.

Starting from the end of autumn 2014, the macroeconomic fundamentals of the Euro area underwent a
very positive trend inversion. The fall of energy prices and of other raw materials, the launch or announce-
ment of unconventional monetary policies of a highly expansionary nature, the connected fall of nominal
interest rates and the depreciation of the Euro against the world’s main currencies (especially the US Dol-
lar) all created favourable conditions for economic recovery in the area. At the beginning of 2015 these
conditions were strengthened thanks to the launch, by the European Central Bank, of Quantitative easing
2 (that is, QE based on the purchase of Government bonds in secondary markets) and thanks to the
Communication, on the part of the European Commission, of greater “flexibility” in applying some crucial
European rules and regulations. This opened up, especially for Italy, possibilities of economic growth
which seem confirmed by early results in 2015.

Clearly, to exploit such growth opportunities, the European Economic and Monetary Union, and es-
pecially Italy, will have to relaunch aggregate demand in the short term, and implement reforms in the
medium-long term to bolster their competitiveness, especially in the Single Market. It is also clear
that, in economic terms, the ideal bridge linking short- and medium-term horizons consists in re-
launching public and private investment. For some time now, ltaly has reduced the weight of both
types of investment in relation to GDP. The recent, lengthy recession which hit our economy — with
brief interruptions — from 2008 to 2014 led to a real collapse of this component of aggregate demand.
The Ferrovie dello Stato Italiane (FS) Group may play a decisive role in the recovery of investment
growth in Italy.

In the financial year 2014 the FS Group achieved positive and growing earnings before interest, taxes,
depreciation and amortization (EBITDA); and it recorded a good performance in its gross profit, up 80
million euros (+3.9%) in line with the objectives expressed in its 2014-2017 Business Plan. Net profits,
about 303 million euros, decreased both against the previous year (-34.1%) and with respect to the Busi-
ness Plan. One of the reasons for this result may be attributed to the adverse impact on the balance
sheet of normative and regulatory measures which were concentrated at the end of the year and resulted
in changes to the assumptions which underpinned the 2014-2017 Business Plan and the relevant budget
forecasts for 2014.

FERROVIE DELLO STATO ITALIANE GROUP



Operating results and the above normative changes are extensively described in the 2014 annual fi-
nancial statement. As regards the latter changes, suffice it to recall the decision, taken by the State
under the approval of Law no. 190 of 23 December 2014 (Law of Stability 2015), not to renew the
Freight Service Contract despite the presence of a “market failure”. It was this decision which also af-
fected the FS 2014 balance sheet, in that it became necessary to devalue the assets by over 185
million euros in the context of Trenitalia SpA’'s “Cargo” Business Unit. What is more, the immediate
coming into effect of regulatory measures concerning tolls for the use of rail infrastructure (the reduction
of the High Speed toll), introduced by Resolution no. 70 (Art. 6.5.3) of 31 October 2014 of the Transport
Regulatory Authority (ART), has weighed negatively on the infrastructure company (RFI SpA) even if it
has reduced the costs of Trenitalia SpA.

We are aware that such normative and regulatory developments are destined to have consequences
on the organisation and assets of FS also in the future. In drawing attention to the impact of such
changes on the Group’s profits in 2014 it is worth stressing an aspect of crucial importance: FS is
keen both to reach, in the shortest time possible, the definition of a stable regulatory and policy regime,
and to meet rigorous objective criteria in determining public payments for various universal services
and for the investments required. As regards the limits of competence for those who contribute — in
cooperation with the other members of the Board — to running the Group, | would like to stress that a
stable regulatory regime and transparent and rigorous criteria in determining public payments can only
favour the growth and establishment of FS as a supporting structure for Italy’s productive apparatus.
Further, this scenario and these criteria are essential components of competition “in the market” and
“for the market” which, in turn, is a crucial condition for enhancing the Group’s value and allowing suc-
cessful privatisation.

A

Chairman’s letter

2014 Directors’ report Group highlights

2014 Consolidated financial statements

2014 Separate financial statements
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Chairman’s letter

| refer to competition and the privatisation process in order to highlight the fact that 2015 is a fundamen-

tally important year for the FS Group. The new market scenarios, which will take their cue from the inno-

vations of European legislation (the so-called “Recast” Directive) and from the activity of the Italian ART,
and the possible stock market listing and partial privatisation, which will concern the FS Group, represent

a major challenge. This challenge lends impetus towards a re-organisation of the holding company and

— above all - its subsidiaries, which will be based on setting up sound business models for the various

spheres of activity of the Group’s companies in the context of a detailed 2015-2018 Business Plan.

The objective, which is appropriate to an ambitious company like ours, is to achieve at least three

results:

e carry forward the efficiency and effectiveness of passenger services, using the excellence of the High
Speed service as a benchmark for the quality of long-distance traditional services and that of local
public transport;

e carry out the planned reorganisation of freight transport, with a view to providing more robust services
and thereby contribute to strengthen the logistics of the national economic system and rationalise a
sector which has substantial environmental impact;

e improve profitability through management of the various activities of the Group, so as to ensure returns
on capital invested by the State and by future private owners, albeit in the presence of the above reg-
ulatory changes.

Group highlights

In conclusion, | would like to stress that the three objectives listed above are based on striking a balance
between the Group’s private interests and the national public interest which is part and parcel of FS ac-
tivities and which must remain so, albeit in a market fully open to competition and with partly privatised
companies. The FS Group represents one of the fundamental infrastructures for society and the economy
in ltaly. From its activity it has to achieve a level of profitability such that the Group itself may be assured
of a pre-eminent position among the country’s largest firms, creating — at the same time — development
opportunities for the company and for its employees, and positive “externalities” for other national and
European firms, and for all those working and living in Italy.

2014 Directors’ report

The Chairman

2014 Consolidated financial statements

2014 Separate financial statements



Group
» highlights

Disclaimer

This document and, in particular, the part titled Outlook for the Group and FS SpA contains forward-
looking statements based on current expectations and projections of future events. By their very nature,
these statements present inherent risks and uncertainties. They refer to events and depend on circum-
stances that might, or might not, occur or arise in the future and, as such, cannot be considered reliable.
Actual results could materially differ from the data in these statements following myriad factors, including
the volatility and decline of capital and financial markets, another European sovereign debt crisis, changes
in raw material prices, changes in macroeconomic conditions and economic growth and other changes
in business conditions, changes in legislation and the institutional context (both in Italy and abroad), dif-
ficulties in carrying out production and providing services, including restrictions to the use of the infra-
structural railway network, the use of plants and supplies and many other risks and uncertainties, most
of which are beyond the Group’s control.

10 FERROVIE DELLO STATO ITALIANE GROUP
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The following performance indicators are frequently used in this report: @
5
<
=)
Gross operating profit This is an indicator of the performance of operations and reflects the Group’s core i
business only. It is calculated as the difference between revenue and operating costs. 5
O]
Operating profit This is an indicator of the performance of operations and is calculated as the alge-
braic sum of gross operating profit and amortisation and depreciation, impairment
losses (reversals of impairment losses) and provisions.
Net operating This is the sum of inventories, construction contracts, current and non-current trade
working capital receivables and current and non-current trade payables.
]
Other assets, net These consist of receivables and advances from the Ministry of the Economy and Fi- &
nance for grants, deferred tax assets, other current and non-current assets and other 5
current and non-current liabilities. §
(&}
o
Working capital this is the algebraic sum of net operating working capital and other assets, net. a
-
Net non-current assets  These consist of property, plant and equipment, investment property, intangible as- Y

sets and equity investments.

Other provisions These comprise post-employment benefits and other employee benefits, the tax pro-
vision, the bilateral fund for income assistance, the provision for litigation with em-
ployees and third parties, the provision for other sundry risks and deferred tax
liabilities.

Net assets held for sale These consist of assets whose carrying amount will be recovered principally through
a sale transaction rather than through continuing use.

Net invested capital (NIC) This is the algebraic sum of working capital, net non-current assets, other provisions
and net assets held for sale.

Net financial debt (NFD) This financial indicator consists of bonds, current and non-current bank loans and
borrowings, the current portion of non-current bank loans and borrowings, current
and non-current loans and borrowings from other financial backers, cash and cash
equivalents and current and non-current financial assets.

2014 Consolidated financial statements

Equity This is a financial statements indicator calculated as the algebraic sum of share cap-
ital, reserves, retained earnings (losses carried forward), current and non-current de-
rivative liabilities and the profit/(loss) for the year.

2014 Separate financial statements
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The following terms are frequently used in relation to the Group’s operations:

Computer-based
interlocking system

ARIS

ATC

HS/HC

Average load

Government

programme contract

Public service contracts

Main line

ERA

ERTMS

ETCS

GSM-R

Plant

Load factor

Hub

Doubling

Management system for control and signalling and station safety.

All-relay interlocking system. This centralised device has one single button to control
routes and routing and automatically shunts each individual body affected by the route.

Automatic train control. This system automatically controls the train’s speed. It is
the technological and functional development of the automatic train protection (ATP).

High speed/High capacity. This is the system of lines and means specifically devel-
oped for high speed transport and the consequent high capacity transport.

(pkm/tkm). This ratio expresses the number of passenger-km per train-km, i.e., how
many people a train can transport on average.

This is a long-term contract between the Ministry of Infrastructure and Transport and
Rete Ferroviaria Italiana SpA (“RFI”) defining investment projects and other terms and
conditions, such as network maintenance, to encourage the development of the rail-
way system.

These are contracts between the Ministry of Infrastructure and Transport/Ministry of
the Economy and Finance and Trenitalia SpA whereby the former reimburses the lat-
ter for the cost of public passenger transport services that could not otherwise suf-
ficiently self-fund.

This is a railway line that is particularly important in terms of traffic volumes and the
transport role it plays, as it joins major network centres or hubs.

European Railway Agency. This is the EU agency establishing the mandatory re-
quirements for European railways and builders in the form of technical interoperability
specifications applicable to the European railway system. The ERA sets common
safety targets, along with the related methods and common safety indicators, in com-
pliance with Directive 2004/49/EC, as amended.

European Rail Traffic Management System. This is the system that integrates the
various railway networks in the EU from a functional and operational standpoint and
provides for the European Train Control System.

European Train Control System. This is the overall network of the various national
automatic train control (ATC) systems. ATC systems consist traditional and innovative
signalling systems and can be based on continuous signal repetition (CSR) or con-
tinuous digital signal repetition (CDSR).

Global System for Mobile Communication. This is the European standard for public
digital mobile telephony system with a transmission speed of 9.6 Kbps.

this is a railway company’s production unit with a fixed location and identifiable area
of jurisdiction on the railway network. It may belong to either the infrastructure oper-
ator or the transport companies.

(pkm/seat-km). This indicator measures capacity, i.e., the level of saturation of the
commercial offer: how much one seat is occupied, e.g., on a Rome-Milan train with
intermediate stops (a passenger getting off at Florence only occupies the seat 50%
of the distance compared to a passenger travelling to the terminal stop in Milan).

This is a conventional term to define a railway area that generally coincides with major
metropolitan destinations presenting highly dense and relatively complex medium-
size to large stations and other railway plants that are interconnected by various lines,
creating a continuation of the main routes into the same hub and other lines, built to
manage various traffic flows and alternative routes, or service loops.

The transformation of a single track to a double track.

FERROVIE DELLO STATO ITALIANE GROUP



Chairman’s letter

Group highlights

Terminal This is intermodal transport infrastructure for the transfer of large load units between
carriers, with or without warehouses of modest size.

2014 Directors’ report

CCS/large network CTC Command and control system/Large network CTC system. This system regulates
traffic on the main lines and hubs, outperforming traditional centralised traffic control
systems. The CCS has a processing system in a central location where the functions,
organisation and related technology for the centralisation of command and control
activities.

TSCS Train speed control system. This is the first functional stage of the ATC system for
constant control over train speed, making it possible to activate the emergency
brakes if the train exceeds the maximum speed allowed on the line or if it proceeds
past stop signals.

Combined transport Intermodal transport mainly carried out by rail, river or sea, whereas the initial and
terminal journeys are by road. Combined transport uses specific carriages and coded
lines for the sections by rail.

2014 Consolidated financial statements

Intermodal transport This is transport using two or more modes of transport (road, rail, sea or river) with
the transfer of load units from one mode to another without breaking up the load,
i.e., using a roadway vehicle or intermodal transport unit (containers, mobile boxes
and semitrailers).

Train-km Number of train events per kilometre travelled (tkm)

Passenger-km Number of passengers multiplied by km (pkm)

2014 Separate financial statements



» The future relies
on a great history

The first Italian Ferrovie
electric train is built: dello Stato
the ETR 200, paving becomes
the way for high a company

speed transport. limited by shares.

The Azienda Unitaria delle
Ferrovie dello Stato

is established on 1 July 1905,
based on the unification

of stations and a consistent
style of carriages.

The railway system

is designed and built

in accordance with one,
unified national criterion.

1905 1927 1936

The first electric tilting train
is built: the ETR 401,

more commonly known as
the Pendolino.

Designed by Ferrovie dello
Stato and Fiat Ferroviaria
to reach speeds of up to
250km/h, the Pendolino

is a milestone in the path
towards ltaly’s HS rails.

=
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Together with the Napoli
Mergellina station,

the direct Rome-Naples
line is inaugurated,

the first designed

to reach high speeds.

On the direct Rome-
Florence line,

the ETR X 500 reaches
speeds of 317km/h,
setting Ferrovie

dello Stato’s official
record.

The ETR Y 400 breaks
the record soon after
when it hits

321km/h.

The ETR 300 arrives

on the Rome-Milan line,

and is immediately renamed

the Settebello, after its

seven carriages.

Its innovative shape is emblematic
of the Reconstruction

period and Italian design.

FERROVIE DELLO STATO ITALIANE GROUP



The Bologna-Florence line,
almost entirely in tunnels,
and the Novara-Milan lines
are opened.

The HS line from

Turin to Salerno

is completed.

These lines add 1,000 km
of HS rail to the country,
changing ltalians’

way of life and how

Chairman’s letter

The new HS Rome-Naples they get around.

line is completed,

and is the first to adopt Frecciarossa 1000,

the innovative ERTMS/ETCS. the ultra high speed train
Engineers arrive ’ : of the future,

from around the world, is rolled out.

including Japan, the US,
Russia and China,

to study the Italian

system, which boasts safe,
quiet railway transport

at 300km/h.

Group highlights
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2014 Directors’ report
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The Ferrovie dello Stato
Group opens the HS line
connecting Milan

and Bologna.

The works include

an extraordinary suspension
bridge over the Po River.
Trains running

2014 Consolidated financial statements

on the new line set FS SpA acquires the Group, which then expands to include
a new record for Italian Deutschland, now known as Netinera, Germany’s third
speed: 362km/h. largest operator in the passenger transport service sector.

The Company

is divided into business
segments, which

will lead to the creation
of the Ferrovie

dello Stato Group

in the new millennium.

2014 Separate financial statements
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»» MAIN RESULTS AND FINANCIAL DATA .,

2014 2013 Change % 5

<

2

Revenue 8,390 8,329 61 0.7 i

3

Operating costs (6,276) (6,296) 20 0.3 (%
Gross operating profit 2,113 2,033 80 3.9
Operating profit 659 822 (163) (19.8)
Profit for the year 303 460 (157) (34.1)

millions of Euros g_

[0}

2

[e]

k3]

o

5

31.12.2014 31.12.2013 Change % 3

8
Net invested capital (NIC) 43,715 43,077 638 1.5
Equity (E) 37,497 37,342 155 0.4

Net financial debt (NFD) 6,218 5,735 483 8.4 =

£

NFD/E 0.17 0.15 0.01 8.0 £

Investments of the year 4,261 3,895 366 9.4 g

j

[5

Cash flows generated by (used in) operations (815) 353 (668) (189.2) £

°

g

S

millions of Euros g

o

<

]

@
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»» MAIN PERFORMANCE INDICATORS £

2014 2013 7

s

2

Gross operating profit/Revenue 25.18% 24.41% _g

ROS (operating profit/Revenue) 7.85% 9.87% %

©

Personnel expense/Revenue (46.69)% (46.94)% (%

=

o
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Corporate
governance

Introduction

This section of the Directors’ report provides
a description of the corporate governance
policies that Ferrovie dello Stato Italiane
Group (“FS ltaliane Group”) follows and
which the Parent, Ferrovie dello Stato Italiane
SpA (“FS SpA”), has defined. Furthermore,
this section meets the specific disclosure re-
quirements of article 123 bis of Legislative
decree no. 58/1998 - Consolidated finance
act (Report on corporate governance and
ownership structure) with respect to the in-
formation required by paragraph 2.b2.

In addition, this section includes the informa-
tion required by the directive of the Ministry
of the Economy and Finance of 24 June
2013 “regarding the adoption of the criteria
and methods for the appointment of mem-
bers of the Board of Directors and the remu-
neration policies for senior managers of
companies directly or indirectly controlled by
the Ministry of the Economy and Finance”
with specific respect to the request ad-
dressed to issuers of financial instruments
listed on regulated markets to illustrate and
justify the remuneration policies in place for
Directors with special powers in the Report
on corporate governance and in the financial
statements, based on the recommendations
of the Treasury Department.

2. Ferrovie dello Stato Italiane SpA has not issued shares traded on regulated markets or multi-lateral trading systems.
Accordingly, it exercises its right under article 123-bis.5 to not publish the information required by article 123.1/2, ex-
cept that required by article 123.2.b.

20 FERROVIE DELLO STATO ITALIANE GROUP



The Group and its values

The Ferrovie dello Stato Italiane Group’s structure is based on a corporate process that has led to the

current multi-company Group with a Parent, FS SpA, whose business purpose is to:

¢ build and manage railway transport infrastructure;

e carry out cargo and passenger transport activities, mainly by rail, including the promotion, implemen-
tation and management of initiatives and services in the field of transport;

e directly or indirectly carry out any other activity that is instrumental, complementary or connected to
the above, expressly including customer services and activities aimed at enhancing the value of its as-
sets used in the performance of the activities covered by its by-laws.

The Parent heads operating companies in various sectors along the chain and other service companies

and companies supporting Group functions. The companies have their own corporate characteristics

and independently manage operations to achieve business targets. In particular, the FS Italiane Group is
organised with the segregation of transport activities from railway transport network construction and
management activities, in accordance with EU directives on market deregulation.

In this context, the Parent, FS SpA, which is wholly owned by the Government through the sole Share-

holder, the Ministry of the Economy and Finance, steers and coordinates the operating companies’ busi-

ness policies and strategies. It also ensures corporate governance processes through various

“Departments” (the Parent has set up central departments) to define strategic guidelines and encourage

the sharing of decisions. FS SpA, with a structure that encompasses both corporate activities and in-

dustrial and financial activities, prepares, coordinates and controls the construction and consolidation
process with its operating companies and the FS Italiane Group’s business plan, governs and monitors
infragroup transactions and manages relationships with all Government bodies (central Government,

Ministries, Regions and the public authorities in general).

The corporate governance structure of FS SpA and its main subsidiaries is organised according to the

traditional system in which the Shareholder appoints a Board of Directors (responsible for management)

and a Board of Statutory Auditors (responsible for controls).

In accordance with the by-laws, the Board of Directors delegates some of its duties to the CEO, while

retaining exclusive responsibility for decisions in other areas. The Board of Directors may also delegate

certain responsibilities to the Chairman of the board with the Shareholder’s prior approval, where such
responsibilities can be delegated under law.

At 31 December 2014, FS SpA's share capital amounted to €38,790,425,485.00 and was fully paid up.

Chairman’s letter

Group highlights

2014 Directors’ report

The Code of conduct

The Code of conduct is a “charter of fundamental rights and responsibilities” whereby the FS Italiane
Group establishes and clarifies its ethical and social responsibilities and commitments to all internal and
external stakeholders.

The Code of conduct is approved by the Group companies’ Boards of Directors and applies to their cor-
porate officers, managers, employees, freelancers, business partners, suppliers and all other parties in-
volved in transactions with the FS ltaliane Group.

The code defines general principles (e.g., the strategic value of human resources, product and service
quality, minimum cost quality for the public, impartiality, etc.), in addition to specific rules and standards
in terms of conduct.

The Code prohibits the Directors of each company (who are, in any case, subject to the requirements of
article 2391 of the ltalian Civil Code) and all FS Italiane Group personnel from making decisions or carrying
out actions in the performance of their duties that contrast with the company’s interests or are inconsistent
with their responsibilities. Any situations in violation of this rule must be reported to supervisors or the
Ethics Committee (see the section on Other committees).

2014 Consolidated financial statements

2014 Separate financial statements
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The code of conduct has been widely published on the FS Italiane Group’s intranet and internet sites
and is referenced in all contracts signed by the Group companies.
FS SpA's corporate governance structure at the reporting date is illustrated below.

SHAREHOLDERS’ MEETING
BOARD OF STATUTORY Chairwoman
LILLG U T AUDITORS Alessandra pAL VERME

Chairman
Marcello MessoRI

CEO
Michele Mario ELIA

Standing Statutory Auditors
Tiziano ONESTI
Claudia CATTANI

Directors
Vittorio BELINGARDI GLUSONI
Daniela CARoSI10
Giuliano FRosINI

Alternate Statutory Auditors
Paolo CASTALDI
Cinzia SIMEONE

Maria Gioia GHEZzI

Simonetta GioRDANI

Federico LovADINA
Wanda TERNAU

REMUNERATION
AND APPOINTMENT
COMMITTEE

Chairwoman
Simonetta GioRDANI

INDIPENDENT
AUDITORS

KPMG SpA

Daniela GAROSIO
Giuliano FrRosINI

Secretary of the BoD AUDIT, RISK CONTROL
Giuseppina MARIANI AND CORPORATE
GOVERNANCE COMMITTEE

Chairwoman
Wanda TERNAU

Court of Auditors'
Magistrate appointed to audit
the financial reporting
Ernesto BASILE

Alternate Court of Auditors'
Magistrate
Mauro OLIVIERO

Vittorio BELINGARDI CLUSONI
Maria Gioia GHEZzI
Federico LovADINA

231 LAW SUPERVISORY

BOARD Manager in charge of the
Chairman company's accounting International

Carlo PIERGALLINI documents preparation and Istitutional Affairs Giuseppina BAFFI

- Roberto MANNOZzZI
Tiziano ONESTI Corporate Affairs Giuseppina MARIANI
Antonino LANZA

CENTRAL MANAGERS

Administration,
Financial Statements and Taxes Roberto MANNO0ZZI

Internal Audit Stefano CROCIATA

External Communicationsand
the Media Orazio CARABINI

Finance,Controlling and Assets Luigi LEncI
Legal Affairs Elisabetta ScosceRIA
Safety Franco FIumMARA
HR and Organization Stefano SAvino

Strategies, Planning and Systems Barbara MoRGANTE

22 FERROVIE DELLO STATO ITALIANE GROUP



FS SpA’'s Board of Directors

Composition and appointment

Pursuant to article 10 of the by-laws, as amended by FS SpA’'s Shareholder during the extraordinary
meeting held on 29 May 2014, the Board of Directors (also referred to as the “BoD”) consists of a mini-
mum of three to a maximum of nine members appointed by the Shareholder.

In any event, the composition of the Board of Directors must be such that it ensures a balanced proportion
of men and women, in accordance with the applicable regulations and the terms provided for thereby.
In accordance with a specific clause in the by-laws and regulations for state-owned companies, in order
to accept directorship of FS SpA, candidates must meet specific professionalism and honourableness
criteria. In 2013, these requirements were made more stringent, in line with the provisions of the directive
of the Ministry of the Economy and Finance of 24 June 2013 “regarding the adoption of the criteria and
methods for the appointment of members of the Board of Directors and the remuneration policies for
senior managers of companies directly or indirectly controlled by the Ministry of the Economy and Fi-
nance”. Furthermore, the by-laws, as amended in the light of such directive, set forth specific reasons
for ineligibility and forfeiture of office.

FS SpA's by-laws establish that Directors assigned, on an ongoing basis, the BoD’s operating duties,
pursuant to article 2381.2 of the Italian Civil Code may not serve as Directors on the boards of more than
two other companies limited by shares (their offices held in subsidiaries or associates are not considered);
whereas Directors who have not been assigned such operating duties can serve as Directors on the
boards of not more than five other companies limited by shares.

On 29 May 2014, as the board no longer consisted of the majority of the Directors appointed by the
Shareholder on 9 August 2013 (and, accordingly, all BoD members were considered to have stepped
down: Lamberto Cardia [Chairman], Mauro Moretti [CEQ], Antimo Prosperi, Mauro Coletta and Maria
Teresa Di Matteo), in line with the aforementioned directive of the Ministry of the Economy and Finance
of 24 June 2013, the Shareholder appointed the following members of the BoD — with a three-year term
of office and, in any case, until the approval of the Shareholder’s meeting called to approve the financial
statements as at and for the year ending 31 December 2016 — Marcello Messori (Chairman), Michele
Mario Elia, Vittorio Belingardi Clusoni, Daniela Carosio, Giuliano Frosini, Gioia Maria Ghezzi, Simonetta
Giordani, Federico Lovadina and Wanda Ternau.

During the meeting held on 30 May 2014, the new Board of Directors appointed Michele Mario Elia
as CEO.

Chairman’s letter

Group highlights

2014 Directors’ report

Duties and roles

As noted earlier, FS SpA’'s management body consists of nine Directors operating as a board in the form
of the Board of Directors appointed — pursuant to article 12 of the by-laws and in line with the regulations
under article 2380-bis of the Italian Civil Code —to carry out all operations necessary to achieve the busi-
Ness purpose.

The Chairman calls the meetings of FS SpA’'s BoD and presides over them. The BoD normally meets
once a month and, in any case, whenever the Chairman or CEO believe a meeting is necessary or when-
ever the majority of its members or the Board of Statutory Auditors present a justified written request.
The Board met 15 times in 2014,

With specific respect to the 2013/2015 mandate (which ended, as mentioned earlier, on 29 May 2014),
during its meeting on 29 August 2013, FS SpA's BoD retained exclusive responsibility for economic and
strategic decisions, including, inter alia: approval of the business plan, annual budget, non-recurring
transactions, purchases/sales of companies and equity investments and financing agreements. Further-
more, the BoD retained exclusive power for the appointment, upon the CEO’s justified and documented
proposal, of the main subsidiaries’ Boards of Directors and Boards of Statutory Auditors (RFI SpA, Tre-
nitalia SpA, ltalferr SpA and Ferservizi SpA) and the identification of general criteria on which basis the
CEOQO chooses the members of the FS Italiane Group companies’ corporate bodies (independence, pro-
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fessionalism and managerial skill requirements). During the same meeting, FS SpA's BoD confirmed,

within the limits of article 2381 of the Italian Civil Code (concerning those matters that the BoD cannot

delegate), the CEO’s powers. Considering the Shareholder’s instructions, the BoD also assigned the

Chairman specific responsibilities for the institutional reports and communications, the coordination of

internal audit activities and statutory activities.

With respect to the 2014/2016 mandate, after the meetings held on 30 May, 24 July and 4 November

2014, and considering the Chairman’s waiver of the responsibilities (except for those relating to internal

control) and duties assigned by the Shareholder on 29 May 2014 (the Shareholder acknowledged his waiver

on 29 October 2014, asking the BoD to assign such responsibilities and duties to the CEQ), FS SpA's BoD:

e retained exclusive responsibility for economic and strategic decisions such as defining — upon the
CEO'’s proposal — the company’s and the Group’s strategic guidelines; approving the company’s and
the Group’s annual and long-term business plans, which the CEO prepares; resolutions, upon the
CEQ's proposal, regarding financing agreements, non-recurring transactions (including those performed
by the direct investees) and the purchase/sale of companies and equity investments. Furthermore, the
BoD has also confirmed its exclusive responsibility for the appointment, upon the CEQ’s justified and
documented proposal, of the main subsidiaries’ Boards of Directors and Boards of Statutory Auditors
(RFI SpA, Trenitalia SpA, Italferr SpA and Ferservizi SpA); in accordance with the by-laws, FS SpA's
BoD is also responsible for resolving on certain aspects otherwise reserved for the extraordinary Share-
holder's meeting (such as mergers and partial demergers of companies that are at least 90% owned
by FS SpA to the latter, the opening and closing of branches and updating the by-laws to reflect new
legislation), without prejudice to the Shareholder’s power to resolve on these matters (see article 2365
of the Italian Civil Code and article 12.2 of the by-laws); finally, in accordance with the provisions of ar-
ticle 2410 of the Italian Civil Code, FS SpA's BoD is also responsible for resolving on the issue of bonds;

e gave the Chairman, in accordance with the limits of article 2381 of the Italian Civil Code and pursuant
to article 12.3 of the by-laws, specific responsibility for coordinating internal control activities;

e gave the CEO all Company administration powers — with the exception of those assigned to the Chair-
man as indicated above and the powers that the BoD has retained exclusively for itself (in addition to
those that cannot be delegated under law) — and responsibility for steering and coordinating any and
all initiatives for the Group’s development, including privatisation initiatives; in accordance with the by-
laws (art. 12), the CEO also ensures that the organisational and accounting system is consistent with
the nature and size of the company and reports to the BoD and to the Board of Statutory Auditors at
least once every three months on the general performance of operations and outlook and on Com-
pany’s and its subsidiaries’ most significant transactions in terms of size or characteristics.

The Chairman and CEO have separate powers of representation of FS SpA pursuant to article 13 of the

by-laws.

On 17 July 2014, the Board of Directors — also for the purposes for establishing the committees, see —

approved the independence assessment criteria for non-executive Directors and declared that the Di-

rectors Vittorio Belingardi Clusoni, Giuliano Frosini, Gioia Maria Ghezzi, Simonetta Giordani, Federico Lo-

vadina and Wanda Ternau met independence requirements.

Committees

FS SpA limits the establishment of advisory and proposing committees within the BoD to those that are

necessary. With specific respect to the 2013/2015 mandate which ended, as mentioned earlier, on 29

May 2014), during its meeting on 29 August 2013, FS SpA’s BoD deviated from the widespread general

practice among listed companies and set up a Remuneration Committee within the Board, consisting of

two non-executive Directors and the Central Director of Human Resources and Organisation, with a

structure that ensures the necessary preliminary and technical support. Following the renewal of the BoD

by the Shareholder’s resolution of 29 May 2014 (2014/2016 mandate), FS SpA's new BoD (during its
meeting on 24 July 2014) resolved to establish the following committees:

e the Audit, Risk Control and Corporate Governance Committee (comprised of the following Directors:
Wanda Ternau [Chairwoman], Vittorio Belingardi Clusoni, Maria Gioia Ghezzi and Federico Lovadina),
responsible for supporting, by presenting proposals and providing advisory activities, the BoD’s internal
control and risk management assessments, the company’s and the Group’s corporate governance
and social responsibility;
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e the Remuneration Committee, later renamed the Remuneration and Appointment Committee (com-
prised of the following Directors: Simonetta Giordani [Chairwoman], Daniela Carosio and Giuliano
Frosini), responsible for presenting proposals and providing advisory activities to the BoD with respect
to, inter alia, the remuneration, pursuant to article 2389.3 of the Italian Civil Code, of the CEO and
Chairman (should the latter be assigned operating duties), any “co-options” and periodic checks that
the Directors of FS SpA meet independence and honourableness requirements and are still eligible to
hold their office.

The members of these committees receive additional fees equal to 30% of the fees determined by the

Shareholder for Directors, in accordance with article 10.5 of the by-laws.

Directors’ fees

Upon the proposal of the Remuneration and Appointment Committee (originally named the Remuneration
Committee when it was established in 2013) and having heard the opinion of the Board of Statutory Au-
ditors, the BoD determines the amount of the fees pursuant to article 2389.3 of the Italian Civil Code
that the Chairman and CEO will receive (including fees due for their position as director), in line with the
fee and remuneration rules for state-owned companies and the results of analyses and comparisons
with the practices of third party companies of a comparable size and complexity. The Chairman’s and
CEQ’s remuneration include a fixed fee and a variable fee linked to the achievement of annual objectives
and specific targets defined by the BoD upon the Remuneration and Appointment Committee’s proposal.
The approved fees for FS SpA’'s Chairman and the CEO for their duties on the BoD of the FS ltaliane
Group companies are paid to FS SpA directly.

Finally, the by-laws prohibit the payment of amounts to the Directors and Statutory Auditors for their par-
ticipation in meetings and limit the amount of fees that can be paid to members of the advisory and pro-
posing committees that are set up within the Board, where necessary.

With respect to the 2013/2015 three-year mandate (which ended on 29 May 2014): (i) the Shareholder
established the Directors’ fees during the meeting of 9 August 2013; (i) the Shareholder established
the fees of the BoD’s Chairman and CEO during the meetings of 25 September and 19 December 2013,
respectively, applying the 25% reduction provided for by Decree law no. 69/2013, converted into Law
no. 98 of 9 August 2013.
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The approved fees for the Directors who are employees of the Ministry of the Economy and Finance and
the Ministry of Infrastructure and Transport, in office until 29 May 2014, were transferred to the relevant
public administration.

With respect to the 2014/2016 three-year mandate: (i) the Shareholder established the Directors’ and
BoD Chairman’s fees during the meeting of 29 May 2014; at the same meeting, the Shareholder also
established the maximum total fee (including the fee for the Shareholder’s meeting) that can be paid
to the Chairman, pursuant to article 2389.3 of the Italian Civil Code if he is assigned duties; (i) upon
the Remuneration and Appointment Committee’s proposal, during the BoD meeting of 24 October
2014, the Board resolved that such maximum fee would be divided into an annual fixed fee and a vari-
able fee linked to the achievement of annual objective and specific targets defined by the BoD upon
the Remuneration and Appointment Committee’s proposal; (iii) at the same meeting of 24 October
2014, the BoD also determined the amount of the CEQ’s fee (including the fee for the office of director)
pursuant to article 2389.3 of the Italian Civil Code for duties both as director and manager, each of
which providing for fixed remuneration and variable remuneration; as for the Chairman, the variable
amounts linked to the achievement of annual objective and specific targets defined by the BoD upon
the Remuneration and Appointment Committee’s proposal; the total remuneration established for the
CEO is lower than that received by the previous CEO, without prejudice to the responsibilities of the
office, to contain costs.
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Criteria and methods for the appointment of BoD members of FS SpA’s direct
and indirect subsidiaries

As described above, on 24 June 2013, the Ministry of the Economy and Finance issued a directive to
the Treasury Department “regarding the adoption of the criteria and methods for the appointment of
members of the Board of Directors and the remuneration policies for senior managers of companies con-
trolled by the Ministry of the Economy and Finance”.

In accordance with this directive, during the meeting of 12 September 2013, FS SpA's BoD drafted certain
general criteria for the selection of candidates for the positions of director, chairman and CEO within its
subsidiaries.

The Board also decided that criteria similar to those drafted for the selection of candidates for the sub-
sidiaries’ management bodies should be applied, insofar as possible, to the selection of candidates for
the position of statutory auditor, naturally considering the different particular expertise required.

Chairman’s letter

Other committees

In terms of its internal organisational profile, FS SpA's CEO has set up other committees to steer and
support his activities. Their members are appointed on a pro tempore basis from the Company depart-
ments.

The Ethics Committee, which carries out advisory activities and sets guidelines within the framework of
the principles and rules of the FS Italiane Group’s code of conduct, was set up by Group measure no.
50/AD of 30 January 2006 and is responsible for facilitating the integration of the ethical criteria imple-
mented in relationships with the various stakeholders in decision-making processes, monitoring that the
Directors and employees act in compliance with the established rules of conduct, audit the company
procedures in the light of the code of conduct and update it on an ongoing basis.

The Investment Committee, which was set up with Group measure no. 89/AD on 8 February 2007
and subsequently changed with Group measures no. 120/AD of 10 November 2008 and no. 186/AD
of 24 December 2014 for the strategic oversight of the investment/divestment process, advises the
CEO, offering guidance on investments and divestments and directly the FS Italiane Group’s planning
process, providing fairness opinions (strategic and financial) on initiatives (except for those included in
the GPC - Investments) and is responsible for validating material investments and divestments. In ad-
dition, it monitors the plan’s development and proposes any corrective action to be taken in the imple-
mentation of the plan. With specific reference to FS SpA, the committee approves the list of programmes
and investment/divestment projects that affect the Group and tracks the development of the investment
and divestment plan.

The Group’s Information and IT System Security Committee, established with Group measure no.
168/AD of 25 November 2013, is an infragroup advisory body that monitors information and IT system
initiatives, in accordance with Group measure no. 167/AD of 25 November 2013. In particular, the com-
mittee steers the FS Italiane Group’s information security strategies, formulates proposals to Group com-
panies for the mapping of critical business processes in terms of emerging risks inherent to the use and
management of information resources, monitors IT projects and assesses and approves proposals con-
cerning the regulation of information and IT system security evaluations and certification.

The SoD (Segregation of Duties) Committee, which was established with Group measure no. 184/AD
of 22 December 2014 and was updated with Group measure no. 188/AD of 23 January 2015, carries
out advisory activities and provides guidance on the segregation of duties. FS SpA's SoD Committee is
responsible for defining, validating and overseeing the Group’s SoD risk matrix. In addition, this committee
is responsible for analysing and monitoring the implementation of the appropriate remediation actions to
take in the management/resolution of SoD risks that are detected throughout many Group companies’
staff processes.

FS ltaliane Group’s Equal Opportunities Committee is a bilateral, joint body established pursuant to
article 1.3.C) of the national labour agreement for redundancy in the railway sector and article 3 of the
FS Group’s employment contract of 20 July 2012. The purpose of this committee is to promote initiatives
and positive ways in which to offer women workers organisational conditions and a distribution of duties
that are more favourable, with a view to facilitating the achievement of a work/family balance. It consists

of a national committee and 15 local committees.
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The internal control
and risk management system

28

Internal audit

The main Group companies have internal audit functions reporting to the Chairman of their BoD?®.
For companies that do not have (or do not yet have) their own internal audit departments, the Par-
ent’s Central Audit Department provides this service.

If an Audit Committee has been set up, the internal audit department reports to it as well, as defined by
the relevant company’s internal procedures.

Internal Group auditing at Group level is independent and objective, provides assurance and serves an
advisory purpose, helping the organisation to pursue its targets legally, morally and sustainably.

The professional and systematic audit approach generates added value as it is aimed at assessing and
improving control, risk management and corporate governance processes.

The Group’s internal audit departments assess the adequacy of internal control systems (ICS) in relation
to company objectives pursued on the basis of three pillars:

e effective, efficient operations;

e protecting company assets;

e compliance with laws, regulations (both inside and outside the company) and contracts.

The Central Internal Audit Department provides the subsidiaries’ internal audit departments with planning
guidelines, defines the Group’s internal audit guidelines, policies and methodologies and promotes the
consistency of ICS assessments, the infragroup reach of expertise and professional updates.

This department carries out activities throughout all Group companies, including those with their own in-
ternal audit departments. It reports to the holding company’s management on internal audit plans and
results throughout the Group and is exclusively and centrally responsible for investigations into suspected
fraud.

It also provides FS SpA's supervisory body and the subsidiaries without their own internal audit depart-
ment with operational technical support in the performance of the duties and functions assigned to them
(e.g., checks that the organisational models are adequate and compliant, drafting of meeting minutes,
document filing, examination of information flows from management, examination of reports from any
source and reporting to the company officers).

The subsidiaries’ internal audit departments provide a similar operational service to their supervisory bodies.

Risk management

The “Group’s risk management model” was first formalised with Group measure no. 169/AD of 21 Jan-
uary 2014 and defines the steps, method and roles in the assessment and management of risks.

The risk management process provides for the mapping of processes and related targets, the identifica-
tion and assessment of risks and related controls and the proposal of any improvement action to contain
risks. The Group adopts the Control Risk Self Assessment (CRSA) risk management method, which ac-
tively involves the process owners and their close colleagues who carry out activities.

The process owners are the risk owners: they identify the events related to the risk areas and classify
them in the categories defined in the risk glossary, check that procedures, provisions and all other internal
organisational aspects adequately mitigate the risks and limit their impact. They also propose or prepare,
if these measures are inadequate, effective correction and improvement action to contain risks.

The department contact and Risk Officer support the process owners in their activities. With Group meas-
ure no. 178/AD of 6 October 2014, the model provided for the appointment of a Risk Officer for the main
Group companies, reporting directly to the CEO.

3. Fercredit’s internal audit department reports to the company’s Board of Directors.
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In line with this measure, with the related organisational communications, FS ltaliane, RFI SpA, Trenitalia
SpA, Ferservizi SpA and ltalferr SpA created the position of Risk Officer responsible for, in particular,
managing and coordinating, on a periodic basis, the risk management process, collaborating with
process owners in the identification of mitigation plans and monitoring their implementation.

With organisational measure no. 116/AD FS of 22 January 2015, the Group model was strengthened
with the creation of the risk management structure, reporting directly to the CEO of FS SpA. The struc-
ture’s mission is to ensure the implementation of an integrated enterprise risk management model to
support the optimisation of controls to improve company and Group performance.

Supervisory bodies and organisational, management and
control models pursuant to Legislative decree no. 231/2001

All FS Italiane Group companies (except for a few small and newly established companies) have adopted
crime prevention systems in accordance with Legislative decree no. 231/2001, referred to as organisa-
tional, management and control models, and they have appointed supervisory bodies to evaluate — over
time — that these models are adequate and compliant.

The supervisory bodies are set up as boards*.

These bodies are chaired by professionals who are not part of the Group and who have demonstrated
experience and expertise in this field, while at least one of the other two members of the supervisory
bodies is a manager in the company’s internal audit department, or in the Parent’s.

The third member of the supervisory bodies whose members were appointed after July 2014 is either
from outside the Group with legal expertise or is a member of the Board of Statutory Auditors.

In order to maximise the independence of these bodies, their members may neither hold similar positions
in subsidiaries or parents nor, in any case, carry out transactions with them. Furthermore, the term of
office of members of the bodies does not coincide with that of the same company’s Board of Directors.
The supervisory bodies provide classroom and online training on the content of Legislative decree no.
231/2001 and the companies’ organisational models.

The Central Internal Audit Department organises annual training sessions for all of the Group’s internal
auditors, which covers the key aspects of legislation concerning administrative liability arising from crimes.
The purpose of this training is to develop the internal auditors’ awareness in operating activities so they
can detect specific crime risks.

4. Bodies consisting of one person from outside the Group have been appointed in the “small” companies (in accor-
dance with Confindustria guidelines for the creation of organisational, management and control models).
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Independent Auditors

The engagement for the legally-required audit of the financial statements of the Parent and its subsidiaries
has been assigned to KPMG SpA from 2014. In accordance with the special applicable provisions of
Legislative decree no. 39/10 (article 16 and subsequent articles), after FS SpA’s took on the status of a
public interest entity following the 2013 issue of the listed bond, the term of the engagement for the
legally-required audit is nine years (2014-2022).

The Manager in charge of the company’s accounting
documents preparation of FS SpA

Since 2007, upon the specific request of the Ministry of the Economy and Finance and in order to adopt
corporate governance systems that are increasingly in line with those of listed companies, the Parent
created the position of Manager in charge of the company’s accounting documents preparation pursuant
to Law no. 262 of 28 December 2005 “Provisions to protect asset management and regulate financial
markets” for companies listed on financial markets.
Accordingly, on 27 April 2007, FS SpA’s Shareholder amended the by-laws with the introduction of article
16 “Manager in charge of the company’s accounting documents preparation”.
Considering the FS Italiane Group’s organisational and operational complexity, due to the number of operators
and processes involved, and to strengthen and improve the efficiency of the application of this legislation,
FS SpA's BoD has encouraged the appointment of managers in charge of financial reporting within its main
subsidiaries as well (RFlI SpA, Trenitalia SpA, Grandi Stazioni SpA, Centostazioni SpA, FS Logistica SpA
and Busitalia - Sita Nord Sr).
Following the issue of the aforementioned bond (July 2013), FS SpA's status changed to an issuer of
listed financial instruments, the position of Manager in charge of the company’s accounting documents
preparation is now legally required as the company now completely falls within the scope of application
of article 154-bis of the Consolidated finance act.
e Appointment
Pursuant to the aforementioned article 16 of the by-laws, with the prior mandatory approval of the Board
of Statutory Auditors, the BoD appoints the Manager in charge of the company’s accounting documents
preparation for a period at least as long as the same BoD'’s term of office and no more than six years.
The by-laws also require that the Manager in charge of the company’s accounting documents preparation
meet the honourableness requirements in place for Directors and that the person appointed be selected
according to professionalism and expertise criteria from managers with at least three years of overall ex-
perience in the administration area of an industrial company or consultancy or professional firm.
e Duties, powers and means
In accordance with the law, the Manager in charge of the company’s accounting documents prepara-
tion contributes to the definition of the internal control system with respect to financial reporting. To
this end, the manager prepares administrative and accounting procedures for the preparation of the
periodic accounting documents, certifying, along with the CEQ, in a specific report on the separate
and consolidated financial statements, that they are adequate and were effectively applied during the
reporting period.
In addition, the Manager in charge of the company’s accounting documents preparation must also certify
any disclosure to the market relating to the accounting data pursuant to article 154-bis.2. More specifi-
cally: “documents and communications that the company shares with the market relating to the com-
pany’s reports, including interim reports, must be accompanied by a written certification in which the
Manager in charge of the company’s accounting documents preparation certifies that they are consistent
with the accounting records, ledgers and accounting records”.
Pursuant to article 154-bis, the BoD sees that Manager in charge of the company’s accounting docu-
ments preparation has adequate powers and means to perform the assigned duties, and that these pro-
cedures are effectively complied with.
FS SpA’s current Manager in charge of the company’s accounting documents preparation is Roberto
Mannozzi, Director of the Parent’s Central Administration, Financial Statements and Tax Department, ap-
pointed by the BoD, upon the CEQ’s proposal and with the approval of the Board of Statutory Auditors,
on 20 June 2014. He will remain in office until the approval of the financial statements as at and for the
year ending 31 December 2016.
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Main characteristics of the risk management and internal

control systems in relation to the financial reporting process
pursuant to article 123-bis.2.b of the Consolidated finance act
(Report on corporate governance and the ownership structure)

The purpose of the internal control system over financial reporting is to provide reasonable certainty about

the reliability, accuracy and timeliness of financial reports, while also ensuring that the processes used to

produce such reports comply with International Financial Reporting Standards (IFRS).

For the Group, FS SpA's Manager in charge of the company’s accounting documents preparation has

overseen the adoption of a financial reporting control model that meets the provisions of article 154-bis

of the Consolidated finance act and is consistent with the relevant international standards (CoSO Report

“Internal Control — Integrated Framework” published by the “Committee of Sponsoring Organizations of

the Treadway Commission”).

As described earlier, this model provides for a Manager in charge of the company’s accounting docu-

ments preparation within the Parent and managers in charge of financial reporting in the main subsidiaries

as well.

FS SpA's Manager in charge of the company’s accounting documents preparation defines and monitors

the annual plan of activities for Group compliance with Law no. 262/2005 and submits the plan to the

Parent’s BoD for approval — and to the subsidiaries’ BoD for their approval of the sections relating to

them — issues guidelines for the preparation of control procedures and for monitoring that such proce-

dures are adequate and operational and issues statements. The companies’ managers in charge of fi-

nancial reporting implement and maintain the financial reporting control system, constantly exchanging

information with the Parent’s Manager in charge of the company’s accounting documents preparation.

The stages and roles in the financial reporting control process are described below.

The financial reporting control process consists of the following stages: identification of the scope of

companies/processes using the “scope 262”; formalisation of procedures with the identification of risk

management controls; evaluation of the structure and efficiency of controls; production of definitive reports

with an assessment of the system of internal controls over financial reporting.

The aim of defining the risk assessment scope is to identify companies, processes and activities that

could generate the risk of unintentional error and/or misstatements with a material impact on the financial

statements.

The companies that fall within the scope of the financial reporting control system are identified:

e on the basis of the various companies’ contribution to specific consolidated financial statements cap-
tions - Assets, Payables, Revenue from core business and Pre-tax profit (loss),

e in relation to qualitative considerations concerning the existence of processes that generate specific
risks that could compromise the reliability of the financial reports.

Within the scope of relevant companies (known as “scope 262”), significant processes are then identified

on the basis of an analysis of quantitative factors (processes that contribute to the financial statements

captions with amounts exceeding a specific percentage of the pre-tax profit or aggregate equity) and

qualitative factors.

A control system, described in the administrative/accounting procedures, is then defined for the

processes that fall within this scope.

The mapping of administrative/accounting procedures is carried out by the office of the Manager in

charge of the company’s accounting documents preparation or, if one has not been appointed, by the

company’s administration managers and their staff, in collaboration with the relevant process owners.

The administrative/accounting procedures govern administrative/accounting information, data and

records, describing the steps that must be followed in order to produce or register them in a logical and

chronological order, the control system and the methodologies to be followed.

Furthermore, the procedures identify “key controls”, which, if absent or inefficient, could create the risk

of material error or misstatement in the financial statements.

The administrative/accounting procedures may be group-wide, and if this is the case, they are issued by

FS SpA's Manager in charge of the company’s accounting documents preparation for the Parent, and

by the managers in charge of financial reporting or administration managers of the companies.

Before they are issued, corporate procedures are subject to quality assurance tests conducted by the

staff of the Parent’'s Manager in charge of the company’s accounting documents preparation to check

that they are consistent and compliant with Group standards.
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At the reporting date, the FS Italiane Group had issued over 320 administrative/accounting procedures.
They are sent to the main company departments/subsidiaries, senior management and all control bodies,
and are systematically published on the Group’s web site.

The controls indicated in the administrative/accounting procedures are continuously evaluated/monitored

to check, over time, that they are adequately designed and efficient. Checks that these controls are ef-

ficient, conducted periodically on the basis of audit standards and methodologies and with the coordi-
nation of the Parent’s Manager in charge of the company’s accounting documents preparation, consist
of the following steps:

1. preparation of a periodic plan of checks for the Group, identifying a schedule and appointed teams;

2. definition of testing procedures (test scripts);

3. performance of tests and formalisation of system results;

4. analysis and evaluation of the critical results that arose. The staff of the Parent’s Manager in charge of
the company’s accounting documents preparation also conduct quality assurance checks on the test
scripts to check that they comply with Group standards.

Teams of specialists consisting of resources from the staff of the managers in charge of financial reporting,
internal audit resources and Ferservizi SpA resources (with which the Parent has signed a specific service
agreement) carry out testing activities. Furthermore, the outcome of tests that the independent auditors
perform as part of the broader audit process is also considered. In addition, the adequacy and efficiency
of the procedure can be checked using self-assessments in which the control owners directly perform
the assessments (the control owners being those with direct responsibility for the procedure controls).
The necessary remediation steps - with the relevant structures - are taken to resolve weaknesses and/or
areas requiring improvement detected during tests and/or the mapping of procedures.
Specifically, the process for compliance with Law no. 262/2005 is carried out with the support of the
Group’s “specific” IT system which records, inter alia, procedures, control matrices, the test scripts, the
results of checks and the documentation supporting the controls conducted.
Once this process is completed, FS SpA's Manager in charge of the company’s accounting documents
preparation prepares a report on the activities performed and the adequacy and effective application of
the internal control system over financial reporting for the period, sends the report to the Board of Direc-
tors when the draft financial statements are approved and issues, in joint certifications with the CEQO, the
separate and consolidated financial certifications pursuant to article 154-bis. The content of the report
is in accordance with the format defined by Consob (the Italian commission for listed companies and the
stock exchange).

Similarly, the managers in charge of financial reporting, with joint signature with each company’s CEOs,

certify the financial statements and prepare their reports for the respective BoDs.
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The administration managers of the other companies that fall within “scope 262" (which have not ap-
pointed a Manager in charge of the company’s accounting documents preparation) in any case issue
similar certifications on the financial statements with joint signature of their CEOs for internal purposes.
In addition to the certifications described above, the Group’s model also provides for internal certifica-
tions — of the adequacy and functioning of the internal control system over the Group’s and the company’s
financial reporting control system — which are issued by the administration managers and CEOs of the
subsidiaries that do not fall within “scope 262", the managers of the Parent’s central departments and
outsourcers of administrative and IT services and all other services that affect financial reporting.

The information flow between the managers in charge of financial reporting and other control bodies are

described below.

e Supervisory body: each year, the Manager in charge of the company’s accounting documents prepa-
ration sends the supervisory body a report on the activities performed to issue certifications on the
separate and consolidated financial statements and, in the course of their activities, reports on any vi-
olations of the administrative/accounting procedures of interest to the supervisory body.

e Board of Statutory Auditors: the Manager in charge of the company’s accounting documents prepa-
ration is in constant contact with the Board of Statutory Auditors and, in particular, reports on specific
issues with the board’s explicit request.

¢ Independent Auditors: the Manager in charge of the company’s accounting documents preparation is
in constant contact with the independent auditors and collaborates in synergy with them to the extent
of their respective roles and responsibilities.

¢ Internal Audit Department: the Manager in charge of the company’s accounting documents preparation
uses, inter alia, seconded resources from the Internal Audit Departments for the purposes of conducting
sample checks on the efficiency of procedures. In addition, the Manager in charge of the company’s ac-
counting documents preparation and the Central Audit Department discuss issues of common interest.

Finally, to complete the Law no. 262/2005 compliance model and, more in general, in order to strengthen

the Group’s internal control system, the Group has implemented models for “SoD — Segregation of Duties”

and “ITGC - Information Technology General Controls”.

The aim of the SoD model is to implement operational controls on processes with specific, priority focus

on financial reporting processes, to ensure that responsibilities are well defined and assigned without

functional overlapping or operational assignments that concentrate critical activities on one single oper-
ator. The SoD model is also aimed at gaining a consistent and coherent view of the entire authorisation
system for the management of roles and users in the IT systems.

The aim of the ITGC model is to define internal controls over IT processes to ensure the continuous and

correct functioning of the business application systems that process the data used in financial reporting.

The ITGC model includes controls on the stages of development and maintenance of application systems,

the purchase of software, logical access security, etc.

The FS ltaliane Group’s controls over financial reporting are also extended through training activities, with

the periodic involvement of resources operating within the 262 process. The Parent’s Manager in charge

of the company’s accounting documents preparation organises these refresher courses on developments
in the system of internal controls over financial reporting.

Chairman’s letter

Group highlights

2014 Directors’ report

Planning and management control system

2014 Consolidated financial statements

In line with the strategic guidelines and objectives that the Board of Directors has defined:

¢ the planning and management control system supports the Group’s long-term planning process, the
operational implementation of strategies (budgeting process), the calculation of actual results and the
analysis of such results;

e The Central Strategies, Planning and Systems Department (CSPSD) defines the Group’s business and
market strategies and the related planning, monitoring and strategic control process.

More specifically, the CSPSD compiles the plan for the Parent and the FS Italiane Group — normally every

five years — by coordinating the development and consolidation of proposals/plans submitted by the in-

dividual structures/Group companies, for subsequent definition by the CEO, who monitors plan imple-

mentation.

The Central Finance, Control and Assets Department (CFCAD) defines the guidelines for the preparation

of the annual budget and management control process for the Group.
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In particular, the CFCAD prepares FS SpA’'s budget, supports subsidiaries in the preparation of their

budgets and consolidates the FS ltaliane Group’s budget, with the exception of investments, which fall

under the CSPSD’s scope of responsibility.

Management control activities cover nearly all aspects of FS SpA and Group operations, encompassing

various types of controls:

e strategic control, to check whether the strategies are implemented on the basis of guidelines arising
from the planning process and whether results reflect the expectations in the strategic plans;

¢ management control, to check whether short-term targets have been reached and, accordingly, mon-
itor the achieverment of budget targets;

e operational control, to monitor operations and the efficiency of processes.

Control activities — which are based on analysing differences between actual and budgeted figures at

the end of each month — make it possible to check, with specific focus at the end of each quarter, on

whether the actions that the structures/companies have taken are consistent with plans and to identify

the causes of any changes to take the appropriate corrective action and evaluate the performance of

those responsible as part of the management by objectives model.

Statutory Auditors

During the meeting of 9 August 2013 and in line with the directive of the Ministry of the Economy and Fi-
nance of 24 June 2013, FS SpA’s Shareholder appointed the Parent’s Board of Directors for three years
and, in any case, until the Shareholder’s meeting called to approve the financial statements as at and for
the year ending 31 December 2015. The Board of Statutory Auditors is comprised of three standing
Statutory Auditors: Alessandra dal Verme, Chairwoman; Tiziano Onesti and Claudia Cattani, standing
Statutory Auditors; and two alternates. The members were appointed in accordance with regulations on
maintaining a balance of genders.

Along with the Parent’s other corporate officers, the Statutory Auditors systematically monitor that the
corporate governance principles pursuant to the Italian Civil Code are applied, compliance with the law,
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the by-laws and the principles of correct administration, particularly with respect to the adequacy of the
organisational, administrative and accounting system adopted by FS SpA and that it functions.

When FS SpA was attributed the public interest entity status pursuant to article 16 of Legislative decree
no. 39/2010, the Parent’s Board of Statutory Auditors also became the “Internal Control and Audit Com-
mittee”, with, under article 19 of the same decree, responsibility for monitoring financial reporting, the ef-
ficiency of the internal control, internal audit and risk management systems, the legally-required audit
and the independence of the independent auditors, particularly with respect to the type of any non-audit
services they provide to the audited company.

The Board of Statutory Auditors meets at least once every three months. In 2014, FS SpA’'s Board
of Statutory Auditors met 25 times and the Statutory Auditors attended six Shareholder’s meetings
(29 April, 19 May, 27 May, 29 May [ordinary and extraordinary meetings], 29 October and 4 Novem-
ber 2014) and 15 BoD meetings.

Chairman’s letter

The Court of Auditors’ Magistrate appointed to audit FS SpA

The Court of Auditors’ Magistrate appointed to audit FS SpA, pursuant to article 12 of Law no. 259/195
attends the meetings of the BoD and the Board of Statutory Auditors.

On 12 February 2013, the Court of Auditors appointed Section President Ernesto Basile to audit the Par-
ent as Court of Auditors’ Magistrate. On 30 July 2013, the Court admitted Director Ciaramella’s request
to terminate his appointment as Alternate Auditor as of 1 January 2014. Mauro Oliviero is currently acting
as “Alternate Court of Auditors’ Magistrate”.

Group highlights

Related parties

FS SpA's Manager in charge of the company’s accounting documents preparation has issued group-
level administrative/accounting procedures to define the provisions concerning related party transactions
which must be disclosed in the financial statements. These procedures, along with the other administra-
tive/accounting procedures that were subsequently issued according to the Parent’s guidelines, also
clarify that all transactions with FS SpA's and its subsidiaries’ related parties must be carried out in ac-
cordance with criteria of substantial correctness from a financial and procedural standpoint. Furthermore,
all such transactions must always be regulated by regular contracts and such contracts must establish
the transfer pricing methods and explicitly evaluate the fairness of transfer prices with respect to market
prices for similar transactions, or, otherwise, they must explicitly state how the terms of the transaction
differ from market conditions (with justification for such difference); infragroup transactions must be carried
out on the basis of mutual cost effectiveness and the conditions applied must be defined considering
the common objective of creating value for the entire FS Italiane Group.

Each FS lItaliane Group company’s key managers, Directors, standing Statutory Auditors and external
members of the internal control bodies periodically state, through a representation system defined in formal
procedures, whether they have carried out transactions with the company for which they work and/or its
direct and indirect subsidiaries, and whether such transactions were performed on an arm’s length basis.

2014 Directors’ report

2014 Consolidated financial statements

The Shareholder’s meeting

FS SpA’s sole Shareholder is the Ministry of the Economy and Finance. In 2014, nine ordinary Share-
holder’s meetings were held (one was unattended [9 May 2014], four were postponed [15-19-20 and
27 May 2014] and four were held regularly [29 April, 29 May, 29 October and 4 November 2014]) and
one extraordinary Shareholder’s meeting was held (29 May 2014).
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»» MAIN OPERATING DATA

The Group’s
performance

2014 2013 Change %
Length of the railway network km 16,723 16,752 (29) 0.2)
Long-haul passengers train-km thousands 78,782 79,255 (473) (0.6)
Regional passengers train-km thousands 189,574 192,214 (2,640) (1.4)
Passenger-km by rail millions 42,471 41,718 753 1.8
Passenger-km by road millions 899 894 5 0.6
Tonne-km' millions 23,188 22,854 334 1.5
Employees? 69,115 69,425 (310) (0.4)

1. This figure includes traffic outsourced to other companies in the Group’s Cargo Division

2. Year-end total
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The Ferrovie dello Stato Italiane Group’s consolidated income statement is presented and discussed below.

>» CONSOLIDATED INCOME STATEMENT

2014 2013 Change %
Revenue 8,390 8,329 61 0.7
Revenue from sales and services 7,734 7,597 137 1.8
Other income 656 732 (76) (10.4)
Operating costs (6,276) (6,296) 20 0.3
Gross operating profit 2,113 2,033 80 3.9
Amortisation, depreciation, provisions
and impairment losses (1,455) (1,212) (243) (20.0)
Operating profit 659 822 (163) (19.8)
Net financial expense (111) (234) 123 52.6
Pre-tax profit 548 587 (39) (6.6)
Income taxes (245) (127) (118) 92.9)
Profit from continuing
operations 303 460 (157) (34.1)
Profit (loss) from assets held
for sale, net of taxes
Profit for the year 303 460 (157) (34.1)
Profit for the year attributable
to the owners of the Parent 292 459 (167) (36.4)
Profit for the year attributable
to non-controlling interests 11 1 10 >200

millions of Euros

2014 was characterised by significant changes in legislation with a considerable negative impact on the
Group’s performance of operations. Accordingly, the profit for the year came to €303 million, down by
€157 million (-34.1%) on the previous year.

Despite this decrease, the FS Italiane Group showed a strong performance in terms of operating profit,
up by €80 million (+3.9%) and in line with the targets set in the 2014-2017 business plan, while the profit
for the year reflects the negative economic effects due to factors completely unrelated to operations, as
a result of the aforementioned changes in legislation that occurred, in particular, at year end.
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Revenue total €8,390 million for the year, up by €61 million (+0.7%) on 2013 (€8,329 million).

Revenue from sales and services of €7,734 million shows an overall increase of €137 million (+1.8%).

This growth was due to greater revenue from transport services (€194 million, +3.2%) and other services

(€31 million, +13.4%), offset by lower revenue from infrastructure services (€88 million,-6.6%). The growth

in revenue from transport services is due to the rise in revenue from passenger transport (+€130 million),

revenue from freight transport (+€36 million) and revenue from the public service contract with the Regions
and the Government, totalling €28 million. More specifically:

e passenger transport shows varying results for the different services offered. Medium and long-haul
transport performed well, up by approximately 7% on 2013, mostly boosted by greater revenue from
the “Freccia” trains (accounting for over €113 million), mainly in connection with the strengthening of
the offer and the implementation of particularly effective marketing strategies; long-haul transport serv-
ice revenue relating to the “universal service” agreement, i.e., revenue from transport services based
on a specific public service contract with the Government, remained substantially in line with the pre-
vious year (+1.3%). The regional transport business grew by €5 million, €1 million of which domestically
and €4 million of which on the German market thanks to the performance of the Netinera Deutschland
group. Road transport was positively affected (€22 million) by the consolidation of Umbria Mobilita
Esercizio Srl and its subsidiary Savit Srl while international transport saw a decrease in the revenue re-
ported by Thello Sas (-€7 million, -19.4%);

e freight transport shows both a decrease in domestic revenue (which continues to be influenced by
the difficult economic situation on the Italian market, although there are considerable differences be-
tween the various sectors), contrasting with the international scenario, given greater flows to and from
Germany, Austria, Holland, Hungary and Poland. The following companies contributed to these in-
creases: of TX Logistik AG (+€11 million), Trenitalia SpA (+€10 million), the Netinera Deutschland group
(+€6 million), Trenitalia Logistics France Sas and FS Logistica SpA (roughly +€4 million each);

e revenue from the public service contract with the Regions and the Government saw a €53 million
increase in revenue from the Regions, while revenue from the public service contract with the Gov-
ernment decreased by €25 million. The growth in revenue from the Regions is mainly due to the
consolidation of Umbria Mobilita Esercizio Srl (+€49 million) and the Netinera Deutschland group
companies (+€7 million). In this segment, Trenitalia SpA reported a decrease of roughly €3 million,
due to reduced production, partially offset by the rise in considerations as a result of contractual in-
dexing mechanisms. On the other hand, revenue from the Government shows a decrease of some
€25 million with respect to services to special-status Regions (Sicily and Valle d’Aosta) and joint
services in the Triveneto region.

Lower revenue from infrastructure services was mainly due to the €75 million reduction in Government

grants, as a result of the lower funds earmarked in the Government Programme Contract for 2012-2014

services, which implements, over its term, the effects of an extensive revision of the maintenance models

applied to the Italian railway network, and the €17 million decrease in toll revenue, as the toll charge for
the most profitable lines, i.e., the HS (high speed) and HC (high capacity) lines, was reduced in accor-
dance with the provisions of Ministerial decree no. 330/2013 (reducing the HS toll charge by 15%) and
resolution no. 70/2014 of the Italian Transport Regulator’s (“ART”) (reducing the unit toll by 36%, from

€12.81/km to €8.2/km as of 6 November 2014).

The increase in other service revenue was mainly due to the growth in services provided to railway

companies and traffic-related services (€20 million), particularly in relation to the maintenance of rolling

stock for Trenord Srl (+€26 million). Revenue from contract work in progress also grew considerably,
by €14 million, mainly due to the many contracts that the Group’s engineering company, ltalferr SpA,
acquired abroad.

Other income of €656 million decreased by a total of €76 million (-10.4%). This change was due to both

a drop in revenue from real estate management (€31 million, -11.2%), as less land and fewer buildings

held for trading were sold in the year than in the previous year, and a €45 million decrease in other income

(-9.9%). In 20183, this caption included, in particular, the €49 million gain on the sale of an area at the

Roma Tiburtina station.
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Operating costs of the year amount to €6,276 million, down by €20 million (-0.3%) on 2013 (€6,296 mil-
lion). This decrease was due to the €8 million increase in personnel expense (+0.2%), which more than
offset the total drop of €28 million in other costs, net (-1.1%).

The most significant changes are described below:

personnel expense incurred for hired employees remained substantially the same as in the previous
year, mainly due to the constant reduction in the average number of employees (1,544 fewer employees
than in 2013), which offset the growth in costs due to the aforementioned increase in the consolidation
scope. On the other hand, increases were seen in personnel expense for temporary staff and interns
(+€8 million), meal vouchers and canteen costs (+€3 million) and training (+€5 million);

raw materials decreased considerably, down by €38 million (-4.1%). Within this caption, costs incurred
for electrical energy used for traction rose by roughly €19 million due to the Electricity and Gas Regu-
lator’s resolution no. 641/2013, which substantially cuts the tariff subsidies previously reserved for rail-
way companies, with a consequent rise in costs. In addition, the €54 million decrease in connection
with the turnover in land and buildings held for trading was due to lower sales in the year, down by
€19 million, and lower impairment losses, down by €35 million;

finally, internal work capitalised increased by €15 million (+1.5%), due to the growth in in-house work
to improve the network and maintenance that increased the value of rolling stock.

The improvement in the Group’s overall business performance pushed the gross operating profit for
2014 up by €80 million (+3.9%) on 2013 to €2,113 million.
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On the other hand, the operating profit decreased by €163 million (-19.8%) on the previous year to
€659 million. This decrease was due to the €30 million increase in amortisation and depreciation and
the €228 million growth in impairment losses, offset by the €15 million decrease in provisions. In par-
ticular, the €228 million increase in impairment losses includes the impairment of over €185 million
recognised on Trenitalia SpA’s cargo division CGU (following impairment testing), and the net impair-
ment losses of €566 million recognised by FS Logistica SpA on five real estate complexes, in addition
to the revaluation of another complex to adjust its carrying amount within the limits of the impairment
losses recognised in previous years. The impairment test performed on the Cargo CGU was necessary
after the Government, with the approval of Law no. 190/2014 (the “2015 Stability Act”), decided not
to renew the Cargo Service Contract with Trenitalia SpA, a completely unexpected decision that was
entirely out of keeping with the past.

Net financial expense amounts to €111 million, showing an improvement of €123 million on the previous
year (+52.6%). The change is mainly due to the €20 million increase in financial income, the €84 million
decrease in financial expense and the €19 million increase in the share of profits from equity-accounted
investees.

Income taxes amount to €245 million, showing an increase of €118 million (+92.9%), mainly due to the
release of the net balance of deferred tax assets and liabilities of €143 million as a result of the new leg-
islation introduced in article 1.20 of Law no. 190/2014 (the “2015 Stability Act”), that allows the full de-
ductibility of all personnel expense relating to employees hired under open-ended contracts for Irap
purposes. This measure made it highly unlikely that the deferred tax assets previously recognised by the
infrastructure operator will be recovered, as it completely eliminated the possibility of any future tax base
for RFI SpA.

Further on in this report, the section providing an analysis of the performance of the FS Group’s operating
segments also describes the Group’s performance in 2014 with specific reference to the segments that
make up its business.
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»» RECLASSIFIED STATEMENT OF FINANCIAL POSITION

31.12.2014 31.12.2013 Change
Assets
8
Net operating working capital 844 1,015 (171) °
Other assets, net (909) (1,210) 301 g
Working capital (65) (195) 130 E
P
O
Net non-current assets 46,785 46,503 282
Other provisions (3,008) (8,232) 224
Net assets held for sale 3 1 2
Net invested capital 43,715 43,077 638
[2]
<
o
Coverage <
2
N
Current net financial debt (181) (688) 507 %
Non-current net financial debt 6,399 6,423 (24) o
Net financial debt 6,218 5,735 483
Equity 37,497 37,342 155
Coverage 43,715 43,077 638 g
[0}
®
millions of Euros ]
k3]
o
=
-
o
(qV]

Net invested capital of €43,715 million rose by €638 million in the year due to the increase in working
capital (+€130 million), the increase in net non-current assets (+€282 million), the decrease in other pro-
visions (+€224 million) and the decrease in net assets held for sale (+€2 million).

Net operating working capital amounts to €844 million, down by €171 million as a result of:

e greater receivables arising from public service contracts with the Ministry of the Economy and Finance
(+€131 million) due to longer collection times for considerations;

lower receivables relating to the public service contract with Regions (-€248 million) due to the settle-
ment of considerations in the year and the reduction in production volumes;

greater non-current receivables (+€65 million) mainly due from Government authorities and other public
authorities for services previously provided to the Government commission handling the waste emer-
gency in the Campania region to manage solid urban waste in the region, as discussed further on in
this report;

greater inventories (+€44 million) mainly due to the increase in raw materials, consumables and supplies
(€18 million) following purchases of materials and production by the Officine Nazionali Armamento e
Apparecchiature Elettriche (national armaments and electrical device workshops) in Pontassieve and
Bologna, and greater receivables arising from construction contracts (€13 million for infrastructure and
€8 million design and engineering);

greater trade payables (-€133 million), particularly to ordinary supplies for investments of €114 million;
lower other trade receivables (-€30 million).
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Other assets, net increased by €301 million, mainly as a result of the combination of the following factors:

e greater receivables from the Ministry of the Economy and Finance, the Ministry of Infrastructures and
Transport and other bodies, particularly for grants related to assets to be used for infrastructural in-
vestments (+€904 million);

e net decrease in other receivables and payables (-€156 million);

e increase in the net VAT balance (+€127 million), mainly due to the VAT asset for 2014, offset by the tax
authorities’ refund of 2011 VAT;

e increase in advances on grants related to assets received by RFI SpA (-€441 million);

e decrease in deferred tax assets (-€148 million).

Net non-current assets increased by €282 million mainly due to the €4,261 million increase in in-

vestments in the year, partly offset by grants related to assets of €2,484 million, amortisation and de-

preciation of €1,153 million, impairment losses of €276 million, sales of €49 million and, finally, the

€28 million increase in equity investments, essentially following results for 2014, income from the

penalties that Cisalpino SA applied to Alstom SpA and the quota capital increases of Terminal Alp-

transit Srl and BBT SE.

Other provisions decreased by €224 million, due, in particular, to the utilisation of provisions in the year.

The utilisations mainly relate to the bilateral fund for income assistance, set up to cover the launch of the

Group’s production structure rationalisation projects (€165 million), the provision for litigation with per-

sonnel to cover expenses and contributions arising from disputes with personnel (€29 million) and the

provision for litigation with third parties (€29 million).

The Net financial debt of €6,218 million increased by €483 million on 31 December 2013, mainly due to

the following:

e reduction in the cash pooling balance (€125 million) that comprises the payments made by the Ministry

of the Economy and Finance during the year in relation to the Government Programme Contract and

the European Commission’s payments for other contributions to meet the Group’s operating require-

ments, essentially relating to RFI SpA;

decrease in other loan assets (€30 million);

decrease in the receivable from the Ministry of the Economy and Finance following the collection of

the annual portion of the fifteen-year grants (€438 million), offset by lower liabilities (-€175 million) with

the Cassa Depositi e Prestiti (Savings and Loans Bank);

decrease in bank and postal accounts and other cash and cash equivalents (€189 million) due to the

repayment of loans to the European Investment Bank and the Cassa Depositi e Prestiti and the increase

in bank overdrafts (€50 million);

e decrease in loans and borrowings from banks and other financial backers (-€169 million);

e decrease in bonds (-€5 million).

Equity rose from €37,342 million to €37,497 million, mainly due to the increase in the profit for the year

(€303 million), offset by the decrease in the reserve for unrealised gains and losses (-€136 million) and

losses carried forward (-€12 million) following Busitalia - Sita Nord Srl’s acquisition of another 30% interest

in Umbria Mobilita Esercizio Srl.
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>» RECONCILIATION AT 31.12.2014 AND 31.12.2013 BETWEEN PROFIT FOR THE YEAR AND EQUITY
IN THE SEPARATE FINANCIAL STATEMENTS OF FERROVIE DELLO STATO ITALIANE SPA
AND THE CONSOLIDATED FINANCIAL STATEMENTS

31.12.2014 31.12.2013
Equity Profit Equity Profit by
e fortheyear . fortheyear 5
o
C
Separate financial statements g
of Ferrovie dello Stato Italiane SpA 36,340 89 36,252 77 =
&
Profits (losses) of consolidated investees since acquisition,
net of dividends and impairment losses:
Portion of current and previous profits (losses) attributable
to the owners of the Parent 1,377 262 1,228 501
Elimination of impairment losses on equity investments 97 1 96 43
Reversal of dividends 4) (116) 4) (128) g
(@]
Total 1,470 147 1,320 416 =
(=]
2
Other consolidation adjustments: %
Equity accounting of investments G
in unconsolidated subsidiaries and associates 53 23 31 4
Reversal of infragroup profits (413) (17) (396) (30)
Reversal of taxes arising on tax consolidation 282 49 233 ()]
Other 4 1 7 )
Total (82) 56 (125) 32) S
[0]
Reserves for unrealised gains and losses (686) (557) g
Translation reserve 3 3 S
o
AN
Equity attributable to the owners
of the Parent 37,046 292 36,892 459
3
Equity attributable to non-controlling interests g
(excluding profit for the year)) 261 261 g
Profit attributable to non-controlling interests 11 11 1 1 §
[5
£
5
2
Equity attributable §
to non-controlling interests 272 11 262 1 g
8
=
o
Consolidated financial statements 37,318 303 37,154 460 A

millions of Euros
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The Group’s performance is analysed below with reference to each of the operating segments that make
up the FS Group business (Transport, Infrastructure, Real Estate Services and Other Services).

»» REVENUE 2014 »» REVENUE 2013

Transport ” 80.9% Transport» 79.1 %
Adjustmen@ -1 8.5% Adiustmenfs> '1 9.2%

and eliminations and eliminations

e 73.0% oner 73.1%
2013 W e 24.8%

201 4 = Real » 4-4% Estate Services
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Estate Services

Infrastructure» 30.1 %

»» OPERATING COSTS 2014 »» OPERATING COSTS 2013

Transport» 83.6% Trasport » 81 .7%
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and eliminations

er » 3.5ty Oggrsirce? 3.6%
2014 3 o 2013 & ) 25.4%

Real » 4.4% Estate Services

Estate Services

Infrastructure» 33.1 % Infrastructure» 34.6%
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»» GROSS PROFIT FOR THE YEAR 2014
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2014
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»» NET INVESTED CAPITAL
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»» GROSS PROFIT FOR THE YEAR 2013
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»

Transport

The FS ltaliane Group companies operating
in the transport of passengers and/or cargo
by rail, road or sea are part of the Transport
segment — the Group’s core segment. Treni-
talia SpA is, by far, the most important com-
pany in this segment, in which the Netinera
Deutschland group, the TX Logistik group
(both operating mainly in Germany), the FS
Logistica group, the Busitalia group and other smaller companies also operate.

More specifically, Trenitalia SpA mainly operates by rail, handling services for passenger and cargo trans-
port both domestically and internationally. The German group, Netinera Deutschland, also contributes to
the results of this segment, as it carries out transport activities by rail and road on the local and metro-
politan transport market in Germany, through approximately 40 investees. The companies that mainly
handle rail cargo transport are FS Logistica SpA and its investees at domestic level and the TX Logistik
group internationally (mainly operating in Germany, Austria, Switzerland and Denmark). The Transport
segment also includes road passenger transport, which is mainly handled by Busitalia - Sita Nord Srl,
Ataf Gestioni Srl and, since 2014, by Umbria Mobilita Esercizio Srl as well. Finally, the Transport segment
also includes companies like Serfer Srl, which provides operating and engineering services to railway
companies, Cemat SpA which handles combined, unaccompanied domestic and international transport,
SGT SpA, operating in the intermodal transport sector, and Bluferries Srl which transports people, vehicles
and goods by sea.

2014 2013 Change %
Revenue from sales and services 6,480 6,274 206 3.3
Other income 307 312 5) (1.6)
Revenue 6,787 6,586 201 3.1
Operating costs (5,248) (5,142) (106) 2.1
Gross operating profit 1,539 1,444 95 6.6
Operating profit 251 446 (195) (43.7)
Segment profit (attributable to the owners
of the Parent and non-controlling interests) 92 184 (92) (50.0)
Net invested capital 8,867 8,871 4) (0.0)

millions of Euros
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The Transport segment showed a Profit for 2014 of €92 million, down by the same amount (€92 million),
and therefore presenting a decrease of 50% on 2013.

»

2014 2013 Change %
Revenue from sales and services 6,480 6,274 206 3.3
Revenue from transport services 6,256 6,063 193 3.2
Market revenue 3,989 3,824 165 4.3
Revenue from public service contracts 2,267 2,239 28 1.3
Other service revenue 224 211 13 6.2
Other income 307 312 (5) (1.6)
Revenue 6,787 6,586 201 3.1

millions of Euros

Revenue generated in the Transport segment in 2014 amount to €6,787 million, up by €201 million on
2018 (+3.1%), substantially due to revenue from sales and services (+€206 million), which includes rev-
enue from transport services.

Indeed, Revenue from transport services, which includes both Market revenue (passengers and cargo)
and Revenue from public service contracts (with the Regions and the Government), rose from €6,063
million to €6,256 million. This €193 million increase (+3.2%) applies inconsistently to the various operating
segments of the Group companies active in this segment. The main factors that affected the changes
are listed below:

total revenue from long-haul passenger transport services increased by €104 million, with the “Freccia”
trains clearly posting the highest revenue, showing growth of over €113 million. This performance,
which is partly due to the strengthening of the HS offer on the Turin-Milan-Naples-Salerno route, is
above all the result of Trenitalia SpA's savvy launch of successful marketing campaigns and the con-
tinuance of considerable investments to improve the “Frecce” fleet. Internationally, revenue generated
by Thello Sas decreased by €7 million. Medium and long-haul transport revenue under the “universal
service” agreement did not show a material change in 2014 with respect to 2013 (+1.3%); in line with
the provisions of the long-haul public service contract, Trenitalia SpA has confirmed the service offer
model defined with the customer, the Ministry of Infrastructure and Transport;

regional transport revenue increased by €5 million, €4 million of which due to the sound performance
of the German Netinera group companies, mainly following the new contracts signed with the German
Regions, and €1 million due to Trenitalia SpA regional passenger division;

cargo transport revenue grew by roughly €36 million (+4.1%), performing well in nearly all business
areas. In particular, the German entities contributed significantly: TX Logistik AG (+€11 million) and the
Netinera Deutschland group companies (+€6 million). Trenitalia SpA’s cargo division showed growth of
over €8 million in revenue, with international traffic volumes up as domestic traffic volumes fell. In terms
of product areas, the most significant drops were concentrated in the transport of steel and chemical
products, while the transport of raw materials, consumables, imports of timber and grain and the au-
tomotive sector fared the best. Finally, FS Jit Italia Srl contributed positively to this segment, generating
€6 million;

road transport improved by €22 million, mainly benefitting from the inclusion of Umbria Mobilita Esercizio
Srl and Savit Srl in the consolidation scope;

lastly, sea transport saw a €2 million decline in Bluferries Srl’'s revenue.

s A
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Revenue from the public service contract with the Regions and the Government saw a €53 million in-
crease in revenue from the Regions, while revenue from the public service contract with the Government
decreased by €25 million. The growth in revenue from the Regions is mainly due to the consolidation of
Umbria Mobilita Esercizio Srl (+€49 million) and the Netinera Deutschland group companies (+€7 million).
In this segment, Trenitalia SpA reported a decrease of roughly €3 million, due to reduced production,
partially offset by the rise in considerations as a result of contractual indexing mechanisms. Most of the
public service contracts in place with the Regions expired on 31 December 2014. Negotiations are un-
derway and various understandings are being reached for the renewal of these agreements. In most
cases, bridge agreements are being negotiated in view of upcoming tenders, through which the Regions
have expressed their plans to sign new agreements. On the other hand, revenue from public service con-
tracts with the Government decreased by approximately €25 million. The public service contract with
the Ministry of Infrastructure and Transport for the special-statute Regions has not been renewed since
2009 and Trenitalia SpA is continuing to provide its services on the basis of instructions that the Ministry
provides from one year to the next. At the same time, the progressive transfer of responsibility to the
special-status Regions continues. Indeed, following the programme agreement dated 7 June 2012 be-
tween Sardinia and the relevant ministries, the transfer of financial resources from the Ministry of Infra-
structure and Transport to the Region was completed and negotiations began to directly award the
services to Trenitalia SpA. A similar procedure is underway with Sicily.
Other service revenue amounted to €224 million, up by €13 million (+6.2%) on 2013, mainly due to the
following:
e greater revenue from services to railway companies, particularly in connection with the maintenance
of rolling stock, performed by Trenitalia SpA on Trenord Srl’s behalf (+€27 million);
¢ |lower revenue from other transport-related services (-€9 million);
e lower revenue from contract work in progress (-€8 million).
Other income of €307 million decreased by €5 million on 2013 (-1.6%), mainly due to greater amounts
contributed by Umbria Mobilita Esercizio Srl (€6 million), greater income from sundry services (€6 million)
and lower ordinary profits and lower profits on sales of non-current assets by FS Logistica SpA (€9 million).
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2014 2013 Change %

Personnel expense 2,248 2,216 32 1.4
5
Other costs, net 3,000 2,926 74 25 5
Raw materials, consumables, supplies and goods 545 519 26 5.0 “%
Services 2,604 2,555 49 1.9 %
Use of third party assets 223 211 12 5.7 5
Other operating costs 88 84 4 4.8
Internal work capitalised (460) (443) (17) 3.8
Operating costs 5,248 5,142 106 2.1
[2]
millions of Euros =
=
=
2
N
o
3
o
Operating costs in the Transport segment amounted to €5,248 million in 2014, up by €106 million on o
20183 (+2.1%), due to the growth in both personnel expense and other costs, net.
Personnel expense of €2,248 million rose by €32 million (+1.4%), substantially due to the increase
recorded by the Netinera Deutschland group (+€8 million), Serfer Srl (+€6 million) and Umbria Mobilita
Esercizio Srl and Savit Srl (+€44 million and +€4 million, respectively), partly offset by the decrease recorded
by Trenitalia SpA (€31 million), mainly due to the decrease in the average number of employees. B
Other costs, net of €3,000 million increased by €74 million (+2.5%), mainly due to the increase in service ’Co;
costs and costs for raw materials, consumables, supplies and goods, partly offset by the increase in in- 2
ternal work capitalised. The main changes are analysed below: g
e under service costs, which are closely related to the increase in revenue from sales and services, the 3
most significant changes relate to maintenance, cleaning, services and contracted work (+€30 million), a)
cargo transport services (+€19 million) and other (+€16 million); showing a dissimilar trend, toll costs pa
(qV]

fell by €21 million, mainly due to the reduction in costs to access infrastructure following the decrease
in the unit toll applicable to HS railway sections implemented by ART resolution no. 70/2014, and due
to the decrease in the regional transport offer;

raw materials, consumables, supplies and goods saw a €20 million increase in the cost of electrical
energy for train traction, mainly related to Trenitalia SpA (over €18 million), resulting from the Electricity
and Gas Regulator’s resolution no. 641/2013, which substantially cuts the tariff subsidies previously
reserved for railway companies, with a consequent rise in costs;

internal work capitalised mainly related to materials, personnel expense and transport costs capitalised
for maintenance increasing the value of rolling stock.

The Gross operating profit in the Transport segment came to €1,539 million in 2014, up by €95 million
(+6.6%) on 2013.

The Operating profit amounted to €251 million, down by €195 million (-43.7%) on the previous year.
This decrease was due to the €36 million increase in amortisation and depreciation and the €243 million
growth in impairment losses, along with the €11 million increase in provisions. In particular, impairment
losses include the impairment of Trenitalia SpA's Cargo CGU (following impairment testing) of over €185
million and FS Logistica SpA’'s net impairment losses of €56 million on five real estate complexes, in ad-
dition to the revaluation of another complex to adjust its carrying amount to market value. With the ap-
proval of Law no. 190/2014 (the “2015 Stability Act”), the Government decided not to renew the Cargo
Service Contract with Trenitalia SpA, which reduced considerations for the Group’s main transport com-
pany by approximately €105 million, requiring a revision of the Cargo Division’s business plan in order to
check whether the amount of capital invested in this division is recoverable. In 2015, the elimination of
costs to use infrastructure in Southern Italy and ferry costs, which are calculated in proportion to train-
km generated by the railway companies, for transport services originating and/or terminating in Central

and Southern ltaly, will only partly offset the impact this development.
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Net financial expense of €80 million improved by €97 million (+54.8%) on the previous year. The change
is due to the €49 million increase in financial income, in addition to the €29 million decrease in financial
expense and the €19 million increase in the share of profits from equity-accounted investees.

Income taxes for this segment amounted to €79 million, down by €6 million (-8.1%).

Loans

October 2014: Amendment to the loan granted to Trenitalia SpA in 2005, for an initial amount
of €925 million and the related Parent guarantee from FS SpA

In August 2013, the European Investment Bank (“EIB”) announced the need to revise the terms of the
loan granted to Trenitalia SpA in 2005 for an initial amount of €925 million, secured by guarantees from
five Italian banks, which no longer meet the minimum rating requirements provided for by the loan agree-
ment. The EIB accepted the proposal that FS SpA submitted to replace only those guarantees issued
by banks presenting the highest level of credit stress with a direct guarantee from the Parent FS SpA, in
order to avoid the early settlement of the loan. This amendment was possible because of the investment
grade rating that FS SpA received in 2013. On 14 October 2014, FS SpA signed a commitment with EIB
to guarantee an initial maximum amount of €218,500,000.00 euro (the maximum amount at 31 December
2014 was €185,437,500.00 given the loan instalments that have been repaid in the meantime) over the
same term as the loan, i.e., until Trenitalia SpA has met all its obligations under the loan agreement, which
provides for settlement of the final balance on 30 April 2018. In line with the original provisions of the
loan agreement, this replacement also includes an amendment to the loan agreement: j) adjusting the
initially-agreed interest rate; /i) adjusting the minimum rating required by the guarantor banks and Ji) in-
cluding integrations to ensure that the EIB loan treatment is substantially in line with the terms and con-
ditions of FS SpA's EMTN Programme.
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Infrastructure

The main Group company operating in the Infrastructure segment is Rete Ferroviaria Italiana SpA (“RFI”)
which, as the national railway network operator, maintains, develops and uses it and the related safety
systems, in addition to managing research and development in the field of railway transport and ensuring
connections to Italy’s largest islands by sea. Moreover, RFI SpA manages assets that are not functional

to railway operations as owner.

To a lesser extent, ltalferr SpA, the Group’s engineering company, also contributes to the results of this
segment, along with other Group companies that handle infrastructure, such as Brenner BasisTunnel SE
(“BBT”), Tunnel Ferroviario del Brennero SpA (“TFB”) and Lyon Turin Ferroviaire SA (“LTF”), now known
as Tunnel Euralpin Lyon Turin (“TELT”). The core business of all these companies is the construction of

tunnels between ltaly and Austria and Italy and France.

»

2014 2013 Change %
Revenue from sales and services 2,218 2,320 (102) 4.4)
Other income 309 369 (60) (16.3)
Revenue 2,527 2,689 (162) (6.0)
Operating costs (2,079) (2,180) 101 (4.6)
Gross operating profit 448 509 (61) (12.0)
Operating profit 346 380 (34) (8.9)
Segment profit (attributable to the owners
of the Parent and non-controlling interests) 129 253 (124) (49.0)
Net invested capital 32,897 32,338 559 2.0

millions of Euros

The Infrastructure segment showed a Profit for 2014 of €129 million, down by €124 million (-49.0%) on

the previous year.
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2014 2013 Change %
Revenue from sales and services 2,218 2,320 (102) (4.4)
Revenue from infrastructure services 2,138 2,248 (110) (4.9)
Other service revenue 80 72 8 1.4
Other income 309 369 (60) (16.3)
Revenue 2,527 2,689 (162) (6.0)

millions of Euros

Revenue from sales and services consist of revenue from infrastructure services and traffic-related serv-

ices provided by RFI SpA (€2,178 million) and revenue for engineering services provided by ltalferr SpA

(€40 million). In particular, Revenue from infrastructure services fell by €110 million from €2,248 million

in 2013 to €2,138 million in 2014. Because RFI SpA is the railway network operator, its revenue trend is

closely related to and influenced by the legislative measures that regulate the sector. Specifically, the fol-
lowing changes were seen in the year:

e a €75 million reduction in Government grants as a result of the lower funds earmarked in the Govern-
ment Programme Contract for 2012-2014 services, which implements, over its term, the effects of an
extensive revision of the maintenance models applied to the Italian railway network;

® g €52 million decrease in toll revenue, mainly due to the reduction in the toll charge for the HS network
(-86% reduction in the unit toll from €12.81/km to €8.2/km as of 6 November 2014, approved by Min-
isterial decree no. 330 of 10 September 2013 and ART resolution no. 70 of 31 October 2014;

* a €17 million increase in revenue from the sale of electrical energy for traction due to the growth in the
purchase cost of the same energy and the implementation of the Electricity, Gas and Water Regulator’s
resolution no. 641 of 27 December 2013.

Other service revenue of €80 million in-
creased slightly (+€8 million), the net effect of
the decrease in revenue from traffic-related
services generated by RFI SpA (-€17 million)
and the increase in ltalferr SpA’'s revenue
from engineering services (+€25 million).

Other income almost entirely relates to RFI

SpA and fell from €369 million to €309 mil-

lion (-€60 million), mainly due to lower gains

(-42 million) than in 2013, when they were

recognised primarily on the sale of Roma

Tiburtina (€49 million) in the first half of the

year, the 2013 reduction in income following

the favourable outcome of ruling no.

4154/2012 (ordering Societa Autostrade per

I'ltalia SpA to pay the costs incurred to re-

claim polluted sites in the municipality of Ca-

soria), partly offset by greater revenue for
work on behalf of third parties (€6 million).
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2014 2013 Change %

Personnel expense 1,517 1,540 (23) (1.5)
8
Other costs, net 562 640 (78) (12.2) °
Raw materials, consumables, supplies and goods 419 416 3 0.7 “%
Services 552 632 (80) (12.7) %
Use of third party assets 44 47 3) (6.4) 5
Other operating costs 118 110 8 7.3
Internal work capitalised (571) (565) (6) 1.1
Operating costs 2,079 2,180 (101) (4,6)
[2]
millions of Euros =
=)
=
=)
N
Q
Personnel expense showed a total decrease of €23 million on 2013, mainly due to the reduction in RFI 5
SpA’s workforce following the rationalisation of the company’s organisational structure and its use of the o
extraordinary benefits under the bilateral fund for income assistance.
Other costs decreased by €78 million in the year, from €640 million in 2013 to €562 million in 2014;
this decrease was due to the general reduction of €80 million in service costs, the net effect of RFI
SpA’s decrease (-€93 million) and ltalferr SpA’s increase (+€13 million). RFI SpA’s decrease is mainly
due to the €111 million release of the provision for maintenance costs, as the reasons for the accrual B
no longer apply. This decrease was partly offset by the increase in the provision due to accruals and ’g
releases (€36 million), following greater accruals of €26 million mainly for civil court litigation and re- 2
duced accruals of €10 million. Italferr SpA's increase is a result of the increased outsourcing of engi- g
neering services for contracts acquired abroad (roughly €10 million) and the increases in IT service 3
costs and insurance premiums, amounting to €1 million each. a)
. . . . <
The Operating profit came to €346 million and was affected not only by the weaker profit from the core pa
(qV]

business (-€61 million), but by the €8 million decrease in amortisation and depreciation as well, due to
the cut in the HS/HC network rate affecting RFI SpA, mainly in connection with the growth in forecast
train/km volumes, and the increase in impairment losses (€5 million) due to higher impairment of property,
plant and equipment.

Net financial expense improved by €38 million from €81 million to €43 million. This change relates to
RFI SpA and is mainly the result of the €21 million decrease in financial income following lower interest
income from the Cociv consortium in relation to the third Giovi pass HS/HC railway section, but is also
due to lower accruals for the equity investment in Stretto di Messina SpA (€49 million) and the €27 million
decrease in other expense due to two arbitration proceedings in 2013, partly offset by greater financial
expense of €20 million on the loans agreed with the Parent for the issue of the Euro Medium Term Notes
in 2013.

Income taxes increased by €129 million, mainly in relation to RFI SpA, partly due to the €143 million de-
crease in deferred tax assets and liabilities — as a result of the new legislation introduced in article 1.20
of Law no. 190/2014 (the “2015 Stability Act”) — entailing the full deductibility of all personnel expense
relating to employees hired under open-ended contracts for Irap purposes. This measure has made it
highly unlikely that the deferred tax assets previously recognised by the infrastructure operator will be re-
covered. The increase in income taxes is also due to RFI SpA's €17.5 million decrease in the Irap tax
charge, mainly due to the decrease in gross production revenue and the rise in the tax-deductible de-
preciation pursuant to article 1.86/87 of Law no. 266 of 23 December 2005.
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Loans

November 2014: Exercise of the option to adjust the interest rate on the “EIB 4-4” loan

In November, with effect from 15 December 2014, the interest rate applied to the tranche of the “EIB 4-
4” loan agreement that the European Investment Bank (“EIB”) and Treno Alta Velocita SpA (“TAV”), now
known as Rete Ferroviaria ltaliana SpA, signed on 14 July 2000, was adjusted. The tranche subject to
the adjusted interest rate presented outstanding debt of €148 million and provided for repayment in in-
creasing half yearly instalments, with the final instalment due in December 2030. RFI SpA and the Parent,
as co-debtors, exercised the interest rate adjustment option in the original provisions of the loan agree-
ment, thereby modifying the interest rate structure; specifically, the original fixed rate of 5.43% applied
since disbursement was replaced, at the adjustment date, with a more favourable variable rate indexed
to the 3-month Euribor plus a spread that is capped at 0.15%. Given the current market conditions, this
adjustment should significantly reduce future interest on the “EIB 4-4” loan.

FERROVIE DELLO STATO ITALIANE GROUP



Real Estate
Services

Chairman’s letter

The main companies operating in the Real Estate Services segment are those that manage the main
railway stations (Grandi Stazioni group and Centostazioni SpA). In addition, this segment also includes
the FS ltaliane Group companies that develop real estate assets that are not functional to railway oper-
ations and handle the sale of land and buildings held for trading.

In particular, the Grandi Stazioni group manages and redevelops the 13 main Italian railway stations
(Roma Termini, Milano Centrale, Torino Porta Nuova, Firenze Santa Maria Novella, Bologna Centrale,
Napoli Centrale, Venezia Mestre and Santa Lucia, Verona Porta Nuova, Genova Piazza Principe, Genova
Brignole, Palermo Centrale and Bari Centrale), manages the Roma Tiburtina station and, through its sub-
sidiary Grandi Stazioni Republica Ceska Sro, manages the Central Prague and Marianské Lazne stations
in the Czech Republic.

On the other hand, Centostazioni SpA redevelops and oversees the optimal management of 103 station
complexes throughout Italy, leveraging their use as commercial centres by developing various business
opportunities within the stations.

The Real Estate Services segment also includes FS Sistemi Urbani Srl, which develops real estate assets
not functional to railway operations through the integrated management, real estate service development
and redevelopment of the areas that surround the stations and connect the adjacent cities with stations
and transport hub infrastructures.

Furthermore, the Parent FS SpA's real estate activities also contribute to the results of this segment, as
it provides support/consultancy services to the Group companies and handles the sale of the FS Group’s
land and buildings held for trading.

Finally, this segment includes companies like Self Srl, which manages the transport and dispatching of
electrical energy, and Metropark SpA, which studies, designs and builds car parks and manages the car
parks and depots for all types of private and public means of transport.

Group highlights

2014 Directors’ report

2014 Consolidated financial statements

2014 2013 Change %
Revenue from sales and services 15 16 1) 6.3)
Other income 357 385 (28) (7.3)
Revenue 372 401 (29) (7.2
Operating costs (274) (339) 65 (19.2)
2
Gross operating profit 98 62 36 58.1 E
g
Operating profit 58 2 56 >200 -
Segment profit (attributable to the owners £
of the Parent and non-controlling interests) 17 18 (1) (5.6) %
Net invested capital 1,977 1,996 (19) (1.0) ‘g
o
(aV)

millions of Euros
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The Real Estate Services segment showed a Profit for 2014 of €17 million, down only slightly (-€1 million)
on 2013, despite the worsening real estate market crisis.

»

2014 2013 Change %
Revenue from sales and services 15 16 (1) (6.3)
Revenue from the sale
of electrical energy for traction 7 8 (1) (12.5)
Other service revenue 8 8
Other income 357 385 (28) (7.3)
Revenue 372 401 (29) (7.2)

millions of Euros

Revenue amounted to €372 million, down by €29 million on 2013 (-7.2%), almost entirely as the result of the
drop in Other income from €385 million in 2013 to €357 million (-7.3%) in 2014. This decrease (€28 million)
is due to the decrease in revenue from leases reported by FS Sistemi Urbani Srl (€25.7 million) and Ferrovie
dello Stato Italiane SpA (€9.5 million), partly offset by the rise in revenue of Metropark SpA (€1.2 million),
the Grandi Stazioni group (€5.5 million), Centostazioni SpA (€0.4 million) and Self Srl (€0.1 million).

»

2014 2013 Change %

Personnel expense 33 32 1 3.1

Other costs, net 241 307 (66) (21.5)
Raw materials, consumables, supplies and goods 8 59 (51) (86.4)
Services 146 149 3 (2.0
Use of third party assets 62 63 1) (1.6)
Other operating costs 28 40 (12) (30.0)
Internal work capitalised (3) 4) 1 (25.0)
Operating costs 274 339 (65) (19.2)

millions of Euros

Operating costs amount to €274 million, down by €65 million on 2013 (-19.2%), substantially due to the
decrease in other costs, net.

Personnel expense of €33 million grew by €1 million (+3.1%), mainly following leaving incentives and
performance-based bonuses granted by the Grandi Stazioni group.

Other costs, net of €241 million show a €66 million decrease (-21.5%), mainly due to the €51 million re-
duction in costs for raw materials, consumables, supplies and goods (-86.4%) and the €12 million drop
in other operating costs (-30%).

Raw materials, consumables, supplies and goods decreased by €51 million; of this decrease, €37.9 million
relates to the change in the balance of the Parent FS SpA's land and buildings held for trading, while another
€13.1 million relates to FS Sistemi Urbani Srl, due to the lower cost of sales in 2014 compared to 2013.

FERROVIE DELLO STATO ITALIANE GROUP



Other operating costs decreased by €12 million and substantially relate to the Grandi Stazioni group.
In particular, this decrease reflects the improvement in litigation and disputes (-€10.4 million), which in
2013 included Grandi Stazioni SpA’s €7.7 million accrual for the litigation with former agents, which was
settled in 2014, generating prior year income equal to the refund of €2.7 million of the amount paid.
Furthermore, the Grandi Stazioni group shows a decrease of €1.3 million due to lower accruals for other
pending litigation.

Gross operating profit for 2014 is €98 million, up by €36 million on 2013 (+58.1%) due to the decrease
in operating costs (-19.2%), which was more than proportionate to the decrease in revenue (-7.2%).

In 2014, amortisation and depreciation in this segment grew by €2.5 million on 2013, while Net impair-
ment losses decreased by €23.5 million, mainly due to the lower impairment losses (€19.8 million), which
the Parent FS SpA recognised in 2014 on investment property.

The operating profit for this segment came to €58 million in 2014, showing a net improvement of
€56 million on 2013.

Net financial income increased by €14.9 million on the previous year. The Parent FS SpA accounts for
€14.5 million of this increase, due to higher interest income accrued on non-current loan assets with the
subsidiaries.

Income taxes decreased by €43.2 million on the previous year. This difference is mainly due to the Parent
FS SpA’s deferred tax income of €34.6 million, after it more accurately calculated the temporary differ-
ences that generated this deferred tax income in 2013, the increase in the Grandi Stazioni group’s pre-
tax profit (generating greater income taxes of €3.6 million) and FS Sistemi Urbani Srl (€5.9 million).

Chairman’s letter

Group highlights
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Other
Services

Ferrovie dello Stato Italiane SpA operates in the Other Services segment in its role as the Group’s holding
company, steering and coordinating the operating companies’ business policies and strategies. Ferservizi
SpA also operates in this segment, providing the Group’s main companies with services for the integrated
management of activities not directly related to railway operations. The other companies that operate in
this segment are: Fercredit SpA, which mainly develops the credit factoring and lease business on the
captive market and strives to expand the consumer credit business for Ferrovie dello Stato Italiane em-
ployees, and ltalcertifer SpA which carries out certification, validation and testing activities on transport
and infrastructure systems.

»

2014 2013 Change %
Revenue from sales and services 1 2 1) (50.0)
Other income 252 256 (4) (1.6)
Revenue 253 258 (5) (1.9)
Operating costs (222) (227) 5 (2.2)
Gross operating profit 31 31 0 0.0
Operating profit 5 6 (1) (16.7)
Segment profit (attributable to the owners
of the Parent and non-controlling interests) 68 58 10 17.2
Net invested capital 155 46 109 237.0

millions of Euros

Other Services showed a
Profit for 2014 of €68 million,
up by €10 million on the pre-
vious year (+17.2%).
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2014 2013 Change %
Revenue from sales and services 1 2 1) (50.0)
Other income 252 256 (4) (1.6)
Revenue 253 258 (5) (1.9)

millions of Euros

Revenue of €253 million decreased by €5 million (-1.9%) and almost exclusively consists of other income

of €252 million, which includes revenue from the non-core business.

In particular, other income consists of the following:

e revenue from real estate management generated by Ferservizi SpA in connection with the management
of spaces and offices for the Group, totalling €31.3 million and showing no material changes in the
year;

e revenue generated by Ferservizi SpA from facility management and administrative services to Group
companies, amounting to €135.4 million, down by €2.1 million;

e revenue generated by the Parent from recharging Group companies for services and consultancy pro-
vided under the service and consultancy agreement and for fee income from the use of trademarks,
totalling €69.5 million, down by €3.8 million;

e revenue generated by Italcertifer SpA from the completion of several contracts, amounting to €11.9 million,
up by €4 million;

e revenue generated by Fercredit SpA from the sale of its lease, factoring and consumer credit products,
amounting to €3.7 million, down by €0.5 million.

Revenue from sales and services of €1 million includes only the change in work in progress relating to

ltalcertifer SpA. This company, which carries out certification, valuation and testing activities on transport

and infrastructure systems in all industrial sectors, acquired a substantial amount of contracts in 2014

(900, compared to 400 in 2013), although these contracts were individually worth less, leading to a

smaller increase in work in progress than the increase seen in 2013.

W A
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»

2014 2013 Change %
Personnel expense 144 146 2) (1.4)
Other costs, net 78 81 3) (3.7)
Raw materials, consumables, supplies and goods 1 1) (100.0)
Services 59 63 4) 6.3)
Use of third party assets 6 6 0.0
Other operating costs 13 11 2 18.2
Operating costs 222 227 (5) (2.2)

millions of Euros
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Personnel expense of €144 million shows an overall decrease of €2 million (-1.4%) compared to the
previous year. This change is the result of the reduction in the average number of employees following
the gradual, ongoing reorganisation of production and labour at Group companies.

Other costs of €78 million decreased by €3 million (-3.7%) in the year. This change was due to a general

reduction in costs.

The Operating profit of €5 million was affected by a decrease in amortisation and depreciation (-€1 million),

mainly due to the effect of the Parent’s 2013 impairment losses, the increase in impairment losses

(+€3 million), mainly relating to the Parent and Fercredit SpA’'s lower accruals (-€1 million) to the ex-

traordinary section of the bilateral fund for income assistance.

Net financial income rose by €4 million from €28 million to €32 million. This change is mainly due to:

e €33 million increase in financial income, €29 million of which relates to interest income on non-current
loans that the Parent granted to subsidiaries and €4 million of which to the increase in loans to factoring
clients and the disbursement of new targeted loans by Fercredit SpA;

e €29 million increase in financial expense, mainly due to the rise in interest expense on the notes issued
as part of the Euro Medium Term Notes programme and interest expense on the loan from Eurofima
covering the purchase cost of rolling stock, offset by the decrease in interest expense on the non-cur-
rent loans from banks and other financial backers to the Parent.

The profit for the year is net of taxes of €31.3 million, which reflects the positive effects of the national tax

consolidation scheme among the Parent’s core operations.

Chairman’s letter
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Loans and borrowings

Update of the Base Prospectus for the Euro Medium Term Notes Programme

On 2 December 2014, the Central Bank of Ireland approved the update of the Base Prospectus for FS
SpA’s Euro Medium Term Notes (“EMTN”) Programme, which was listed on the Dublin stock exchange
in July 2013. The update mainly affected the sections “Description of the Issuer”, “Information incorpo-
rated by reference”, “Taxation” and “Risk Factor” in order to include the 2013 financial statements and
2014 half year report data in the prospectus and to include additional adjustments necessary following
developments in legislation and corporate events that in 2014 had a material impact on the FS Group’s
business. No changes were made to the section “Terms and Conditions of the Notes”. Furthermore, in
conjunction with the update, a new Programme Manual and a new Dealer Agreement were signed, to
encourage subscription by the three banks as new dealers for the programme. The updating of this doc-
umentation was necessary as FS SpA plans to issue additional notes.

2014 Directors’ report

S&P downgrade

On 12 December 2014, Standard & Poor’s downgraded FS SpA’s Long-Term Corporate Credit Rating
from ‘BBB’ to ‘BBB-'. It also revised the company’s outlook from negative to stable. Consequently, the
agency downgraded the rating of FS SpA's EMTN and the two notes issued as part of the programme
from ‘BBB-’ to ‘BBB’. This downgrading was the direct result of the same agency’s country downgrading
of Italy on 5 December 2014. FS SpA's rating is closely correlated to the country rating given the method-
ology used to rate government-related companies like FS SpA. On the other hand, FS SpA’s Stand Alone
Credit Profile (SACP) was not revised and remains ‘BBB’.

2014 Consolidated financial statements
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_Ferrovie dello Stato
ltaliane SpA’'s

performance

»» INCOME STATEMENT

2014 2013 Change %
Revenue 148 160 (12) (7.5)
Revenue from sales and services 142 152 (10) (6.6)
Other revenue 6 8 () (25.0)
Operating costs (142) (181) 39 21.5
Gross operating profit/(loss) 6 (21) 27 128.6
Amortisation and depreciation (22) (22)
Net impairment losses 6) (22) 16 72.7
Operating loss (22) (65) 43 66.2
Net financial income 115 109 6 5.5
Pre-tax profit 93 44 49 111.4
Income taxes 4) 32 (36) (112.5)
Profit for the year 89 76 13 17.1

millions of Euros
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The Profit for 2014 amounts to €89 million, showing an improvement of €13 million (+17.1%) on the pre-

vious year.

Gross operating profit rose by €27 million, from a gross operating loss of €21 million to a gross operating

profit of €6 million, the net result of the following factors:

e €12 million decrease in Revenue (€148 million in 2014, compared to €160 million in 2013), mainly due
to the effect of lower revenue from sales of land and buildings held for trading (-€9 million);

e €39 million decrease in Operating costs (€142 million in 2014, compared to €181 million in 2013),
mainly due to the fact that there were no impairment losses on land and buildings held for trading in
2014 (-€31 million), where impairment losses had been recognised in 2013 to align the carrying amount
of such assets to their market values, and to the reduction in sales in the year (-€6 million), in connection
with the lower revenue described in the previous point.

While the company reports another Operating loss of €22 million, this result has improved with respect
to the much more significant operating loss of €65 million for 2013 (+66.2%). The comparison of the op-
erating profit in the two years shows an improvement of €16 million, in addition to the increase seen in
the gross operating profit, entirely due to the greater impairment losses recognised in 2013 on investment
property following testing to check that carrying amounts were consistent with fair value, as described
above for buildings held for trading.

Net financial income improved by €6 million, mainly due to the combined effect of:

e on one hand, the decrease in dividends distributed by subsidiaries, totalling €12 million;

¢ on the other, the decrease following the impairment losses of €33 million recognised in 2013 on the

equity investment in FS Logistica SpA,;

lower financial income totalling €8 million, mainly due to the decrease in interest on the infragroup cur-

rent account, infragroup credit lines and postal and bank accounts and the write-off of interest when

the Shareholder loan was extinguished;

the €7 million exchange rate loss in relation to capital proceeds due to the investee Eurofima SA, ex-

pressed in Swiss francs.

Income taxes show a negative balance of €4 million; the €36 million difference compared to the previous

year is due to the effect of deferred tax income of €39 million for 2013 following the impairment losses

recognised that year, in particular.
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»» RECLASSIFIED STATEMENT OF FINANCIAL POSITION

31.12.2014 31.12.2013 Change
Assets
Net operating working capital 543 560 (17)
Other assets, net (173) (314) 141
Working capital 370 246 124
Property, plant and equipment 602 614 (12)
Equity investments 35,563 35,552 11
Net non-current assets 36,165 36,166 (1)
Post-employment benefits (14) (16) 2
Other provisions (515) (475) 40)
Post-employment benefits and other provisions (529) (491) (38)
Net invested capital 36,006 35,921 85
Coverage
Current net financial debt (334) (329) 5)
Non-current net financial position (debt) ) 2
Net financial debt (334) (331) 3)
Equity 36,340 36,252 88
Coverage 36,006 35,921 85

millions of Euros
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Net invested capital of €36,006 million increased by €85 million in the year due to the rise in Working
capital (€124 million), offset by the increase in Post-employment benefits and other provisions (€38 million)
and the decrease in Net non-current assets (€1 million).

Net operating working capital of €543 million decreased by €17 million in the year, mainly due to:

e the net decrease in trade receivables and payables (€13 million);

e the decrease in buildings and land held for trading (€4 million), mainly due to sales in the year.

Other assets, net decreased by €141 million, mainly due to the effect of the improvement in the net VAT

balance.

Net non-current assets came to €36,165 million, down by €1 million on 2013, mainly due to:

e the increase in the investment in Busitalia Sita Nord (€11 million);

e the decrease in property, plant and equipment (€12 million) mainly due to the combined effect of de-
preciation of the year (€22 million) and the capitalisation of investment projects relating to software
(€12 million).

The increase in Post-employment benefits and other provisions (€38 million) mainly reflects the net in-

crease in the tax provision for tax consolidation (€50 million), offset by the decrease in other sundry risks

(€4 million), the provision for deferred tax liabilities (€6 million), the provision for post-employment benefits

and other employee benefits (€2 million).

Net financial debt increased by €3 million, with net cash rising from 331 million at 31 December 2013

to €334 million at 31 December 2014; this change is due to the net effect of the improvement in the cur-

rent net financial position (€5 million) and the decrease in non-current net financial debt (€2 million).

Finally, Equity shows an €88 million increase, mainly due to the profit for the year.

A 4
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Macroeconomic
context

| In 2014, the general global macroeconomic
context showed a slow, unsteady trend. Faster
growth in certain countries offset the slowdown
h in others, limiting the reduction in the overall
} growth rate. After a gradual decline in the first
few months of the year, global economic activ-
ity resumed slow growth, mainly due to the
sound performance of the US economy, which
had already taken its first steps towards recov-
ery. On the other hand, emerging economies
remained weak, with growth rates down further
on the levels reached in recent years, although
they continue to provide a significant contribu-
tion to the world’s economic growth. Prome-
teia’s most recent estimates (January 2015)
show global GDP up by 3.1%, in line with the
previous year and below forecasts.
Among advanced economies, the US reported
that, after a decline in GDP growth in the first
half of 2014, mostly due to the adverse
weather conditions, the indicator began grow-
ing again, benefiting from accommodating
monetary policies, rallying consumption and in-
vestments in production and the sharp drop in
the unemployment rate. The average annual
growth rate of 2.5% shows that the US econ-
omy has grown at the highest rate since the
start of the crisis. In Japan, annual economic
growth of 0.2%, although positive, is below ex-
pectations. After getting off to an encouraging
start in the first few months of 2014, the eco-
nomic cycle slowed in the second half of the
year, as the fall in investments was only partially
offset by the modest recovery in spending.
Economic growth in emerging countries slowed marginally, presenting fragmented trends throughout the
various areas. The drop in raw material prices and high inflation hindered development in Latin American
countries, particularly Brazil. As the geopolitical situation deteriorated, sanctions and counter-sanctions
were imposed, further weakening the Russian economy, with significant repercussions on Eurozone
countries. Growth in emerging countries in Asia was mainly sustained by domestic demand and certain
Governments’ willingness to implement reforms, such as India. In China, GDP rose by 7.4%, one tenth
of a point less than the Government’s target. The Government is committed to, among other things,
charting a course for sustainable and balanced development through structural reforms based on ex-
panding public investments (high speed railways, motorways and metros) and domestic consumption,
rather than the traditional route of exports.
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»» INTERNATIONAL TRADE DATA

2014 2013
GDP (change on previous year)
World 3.1 3.1
Advanced countries
us 2.5 2.2
Japan 0.2 1.6
Eurozone 0.8 (0.4)
Emerging countries
China 7.4 7.7
India 5.8 4.7
Latin America 0.6 25
International trade 2.4 2.7
Oil (US$ per barrel)
Brent 994 108.6

Source: Prometeia forecast, January 2015

Despite the global economic recovery in the second half of the year, growth in international trade remained

weak at just +2.4%, lower than GDP growth.

After trading at high prices for a long period of time, in the second half of 2014, the price of oil fell more
swiftly and dramatically than other raw materials. This sudden fall was due to the continued growth in
the crude oil supply in Arab countries on one hand and the increase in US oil production by over 50%
(thanks to the use of innovative fracking techniques to release shale oil) on one hand and, on the other,
to the reduction in demand following the disappointing growth seen in Japan and the Eurozone and

China’s economic slowdown.

A
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»» EUROZONE ECONOMIC DATA

2014 2013
GDP (change on previous year)
Eurozone 0.8 (0.4)
Germany 1.4 0.2
France 0.4 0.4
Iltaly (0.4) (1.9)
Spain 1.4 (1.3
Inflation (HICP) (change on previous year)
Eurozone 0.4 1.3
Germany 0.8 1.6
France 0.6 1.0
Italy 0.2 1.2
Spain 0.2) 1.5
Domestic demand (change on previous year)
Eurozone 0.8 (0.9)
Germany 1.6 0.8
France 0.5 0.3
Italy (0.9 (2.9)
Spain 2.2 2.7)

Source: Prometeia forecast, January 2015

In the Eurozone, growth was extremely limited and discontinuous with large differences between the var-
ious countries, due to weak domestic demand, particularly weak investments, with consequences like
historically low inflation rates and high unemployment.

To counteract these trends and, especially, to mitigate the risks of falling into a spiral of deflation, the Eu-
ropean Central Bank (“ECB”) adopted a series of extraordinary measures in the year to stabilise European
financial markets and, where possible, encourage the flow of credit to the real economy, so as to fuel a
recovery in investments, consumption and exports.

Based on recent economic data, the Eurozone shows average annual GDP growth of 0.8%, with the
various members contributing much differently: Italy is in decline, while the peripheral countries, like Spain,
boast growth.

GDP growth in Germany is 1.4%, two tenths of a percentage point above the Government’s predictions.
Although it was affected by the Russian-Ukraine conflict more than expected, the German economy was
still able to benefit from strong domestic demand and the sound performance of exports. After getting
off to a vibrant start in the first half of the year (+0.8% in the first quarter) and experiencing a weak summer
(-0.1% in the second quarter), the German economy positively stabilised in the second half of 2014
(+0.1% in the third and fourth quarters).
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> ITALIAN ECONOMIC DATA

2014
I L. @ D
GDP (change on previous year) 0 (0.2) (0.1) 0 5
g
Domestic demand 0.3) (0.4) (0.3) 0 g
©
Spending by households 0.1 0.2 0.1 0.1 €
Spending by public administration g
and private not-for-profits 0.3) 0.1 (0.3) (0.3)
Gross fixed investments 1.1) (0.8) (1.0 0.5)
Construction (1.1) (1.1) (0.9) 0.7)
Other durable goods 1.1) (0.5) (1.1) 0.3)
Imports of goods and services (0.7) 0.9 (0.3) 0.9 E
2
Exports of goods and services 0.2 1.3 0.2 1.1 é’
Q
3
e
Source: Prometeia forecast, January 2015 [©)
As the Eurozone undergoes a modest recovery, economic activity in Italy remains flat, although it showed
some very hesitant positive signs near the end of the year, mainly in connection with the sharp drop in
the price of ail (which is progressively translating into production costs and, most recently, end prices for ’g
energy products), the depreciation of the Euro (with its much hoped-for positive effect on growth in ex- 2
ports) and expansive monetary policy. g
In 2014, this cyclical phase showed growth in GDP of around zero in the first and fourth quarters, dip- §
ping into the negatives in the second and third quarters, influenced by heightened geopolitical tension. a)
. . . . . . <
The year-on-year decrease in GDP was 0.4%, reflecting the negative contribution of domestic demand pa
(qV]

(-0.9%) exacerbated by the sharp fall in investments (-1.1%) and modest growth in foreign demand (ex-
ports +2.0%; imports +0.5%).

Industrial production declined by an annual average of 0.9%. The greatest decreases were seen in the
manufacturing of electric equipment and non-electrical domestic appliances, the supply of electrical en-
ergy, gas, steam and air. Vice versa, the products that grew the most were electronics and optics, elec-
tromedical devices, measurement devices and clocks, means of transport, textiles, clothing, leather and
accessories.

Consumer price growth rates hit minimum lows. On an annual basis, inflation approached zero (0.2%)
and although it reflected the sharp drop in raw material prices, it also reflected the unfavourable economic
context, with a general drop in prices at all stages.

The labour market continues to deteriorate, with the unemployment rate up to 12.8% at the end of 2014.
The unemployment rate among people aged 15 to 24 came to almost 43%. However, in the last few
months of the year, when a series of measures to support businesses and employees took effect, positive
signals were seen in all production sectors.
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Macroeconomic outlook for 2015

The dramatic changes seen in the first few months of 2015 increased the level of fragmentation charac-
terising the development of the global economic cycle, consisting of different growth rates and different
monetary policy stances throughout the various geographical areas. In this way, the items with the highest
impact can be seen in the drop in the price of oil, the depreciation of the Euro, the beginning of the ECB’s
quantitative easing and the uncertain international geopolitical situation.

According to Prometeia’s latest forecasts, global growth is expected to reach an annual average of 3.2%
of 2015, with industrialised countries increasing their contribution (from +1.7% in 2014 to +2.2% in 2015)
and emerging countries decreasing theirs more substantially (from +4.4% in 2014 to +4% in 2015).

>» INTERNATIONAL TRADE DATA

2015
GDP (change on previous year)
World 3.2
Advanced countries
us 3.0
Japan 1.0
Eurozone 1.4
Emerging countries
China 6.8
India 6.7
Latin America 1.1
International trade 4.9
Oil (US$ per barrel)
Brent 62.6

Source: Prometeia, March 2015

Among industrialised countries, the US recently registered macroeconomic fundamentals with a certain
solidity, bolstered by growth in spending and investments and the labour market’s progressive im-
provement, as the unemployment rate dropped to minimum levels since the start of the financial crisis.
The US context shows decidedly positive signs, leading to predictions of sound 2015 growth in GDP
(expected growth of 3%). In Japan, GDP showed faster growth at the end of 2014 and, together with
the improvement in economic indicators, could lead to annual average growth of 1% in 2015. On emerg-
ing markets, initial economic indications confirm the consistent data that has characterised them for a
year now. The healthy growth expected for Asia reflects dynamic growth in India (6.7%), while the rest of
Asia remains substantially steady and China slows. Asian GDP should grow by 6.8%. On the other hand,
growth forecasts are much more contained for Latin America (GDP growth of 1.1% in 2015) and Russia,
where economic activity is heavily affected by the conflict with Ukraine and the effects of the sudden
drop in the price of oil. Despite the modest recovery, international trade is expected to grow at around
4.9% in 2015 thanks to favourable raw material prices.
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The recovery is much more modest, but still positive overall in the Eurozone countries. However, they
will probably post negative inflation and high unemployment rates in 2015. Investments are expected
to drop in Germany, France and ltaly, while forecasts are positive for Spain, Portugal and Greece.
The ECB's expansive monetary policy leveraging quantitative easing (€1,140 billion allocated to purchase
treasury bonds), counter to the recent monetary restrictions in the US, have taken the Euro/US dollar
exchange rate down to below 1.10 in the first few months of the year, and the Euro expected to weaken
further by the end of the year. GDP growth in the Eurozone in 2015 should come to 1.4%, benefitting
from the aforementioned depreciation of the Euro, the low price of oil and the boost to expansive mon-
etary policy. Inflation in the Eurozone is expected to be negative in 2015 (-0.1%), and then rise sharply —
10 1.4% —in 2016.

In 2015, the Italian economy is expected to resume growth. The improvement should be modest and
will pick up gradually as the effects of the low price of oil, the depreciation of the Euro and monetary
policies begin to impact spending and investments. According to recent estimates by the Italian Gov-
ernment (the ltalian financial planning document, April 2015), after the decline in growth registered from
2012 to 2014, GDP should grow by 0.7% in 2015 and then resume its rise — in a range of 1.3% to
1.5% —in 2016.
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Customers

In the Market segment, 2014 saw the consolidation of the Passenger product offer in the highly com-
petitive HS market. The pricing policy for all products in this segment continued in line with the previous
year, offering passengers the longstanding fare structure: Standard, Economy and Super Economy, i.e.,
a combination of flexibility and discounts.

In addition to this range, Trenitalia SpA confirmed its special offers: Two for the price of one every Saturday
and on certain holidays; Children travel free, for families, allowing children under 15 years of age to travel
for free; and the CartaFRECCIA Special card for loyal customers, who can travel on Frecce trains with
a 50% discount off the Standard fare on Tuesdays, Wednesdays and Thursdays from 11 am to 2 pm.
In addition, the company has confirmed special same-day and same-weekend roundtrip fares.

Two new CartaFRECCIA sales offers were launched in the second half of the year for frequent travellers
with travel passes: CartaFRECCIA Young and CartaFRECCIA Senior, entailing discounts of 20% off the
Standard fare for domestic trains. CartaFRECCIA Young is the new card for loyal customers who are
under 26, while CartaFRECCIA Senior is for loyal customers who are over 60.

In 2014, campaigns were organised to incentivise purchases using e-vouchers: Happy Day on 6 January
for purchases on Trenitalia.com, the discount for Women’s Day, CartaFRECCIA birthday discounts and
Renew consent and the summer discount.

At the end of 2014, the company counted over 4 million CartaFRECCIA customers, and the CartaFRECCIA
offer was expanded to include exclusive benefits, like airfare in the rewards catalogue and the launch of
the new “Pass it on” programme.
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In 2014, in the wake of the
previous year’s positive results,
the sports marketing cam-
paigns were confirmed, with
the addition of Sassuolo to the
football teams that already
partner with Frecciarossa net-
work, bringing the total list to:
Juventus, Torino, Milan, Inter,
Bologna, Fiorentina, Roma,
Lazio and Napoli.

At year end, 97.2% of long
haul trains in the market
service segment arrived on
time or, in any case, O to 15
minutes late, compared to
96.0% in 2013. Customer
satisfaction data, based on
a third party survey, show
overall satisfaction with the
journey of 94.1%, up on the
findings of the previous year
(93.6%).

The following main develop-
ments in the sales offer were
introduced in 2014,

Chairman’s letter
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Frecciarossa
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The restyling of the new Bistro carriages continued, with the progressive replacement of the traditional
restaurant carriage on the entire Frecciarossa fleet. Featuring an innovative design, the new Bistro carriage
will enable the company to improve its service, thanks to the modern equipment and expanded space
to display food. The bar area has been completely updated and the restaurant area has been equipped
with business-class seating. Passengers in these seats can enjoy restaurant services on trains running
at lunch or dinner time, while on other trains, the seats are available by reservation. Around 80% of the
restaurant carriages have been restyled as part of this project and it is expected to be completed in the
first half of 2015.

The Group continued to consolidate Wi-Fi and 3G services and is developing the schedule of information
broadcast on screens in carriages, expanding content throughout the entire ETR500 fleet
(WhereRU/News/Info Travel/Entertainment and sales offers/agreements) and kicking off a new project to
fine-tune the way in which content is displayed on the screens (georeferencing, updates at given times
and customised update schedules for commercial journeys). The project is slated for completion in the
first half of 2015.

97.6% of Frecciarossa trains arrived on time or, in any case O to 15 minutes late, showing a slight de-
crease on the 98.2% of 2013. Customer satisfaction data, based on a third party survey, show overall
satisfaction with the journey of 96.1% at year end, in line with 2013.
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FRECCIARGENTO
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Frecciargento

Completing the outfitting of the ETR 600, ETR 610 and ETR 485 fleet with the necessary devices to pro-
vide multimedia services on board, the Frecciargento portal was launched, offering the same services
already provided on the Frecciarossa portal: free Wi-Fi, multimedia entertainment and travel updates.
Development continued on the schedule of information broadcast on screens on board ETR 600 and
ETR610 trains, in perfect keeping with Frecciarossa trains. The Frecciargento website is available on
touch screen monitor in the vestibules of ETR600 and 610 trains, describing the offer, product, fares and
services for Fre