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The Benelux's number one service
provider in parcels and mail

Our purpose is to deliver special moments to everyone. We are
the deliverers who know you and who are there for you when
you need them. Who deliver for everyone, to everyone. This
means that on an average weekday we deliver 800,000 parcels
and 7 million letters throughout the Netherlands. For our
customers we are the indispensible link between senders and
receivers, and the connection between the physical and their
digital world.

Large employer

For 220 years we have ensured that mail and parcel services are
reliable and accessible in the Netherlands. And with almost
38,000 employees, we are one of the largest employers in the
country. PostNL has the biggest logistics mail and parcel
network in the Benelux and we are active throughout the world
with our cross-border activities under the brand Spring.

More than delivering parcels and mail

PostNL is transforming from a traditional mail business into a
logistics service provider. Today, we are already doing much
more than only delivering mail and parcels. For example, we
help our business customers to be successful by providing
direct and online marketing support, automated order
processing or temperature-controlled medical transport. And
we develop services that make consumers' lives easier, such as
collecting parcels that consumers want to return, delivering
flowers and food, or delivering and fitting kitchens and white
goods.
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Customer focus

The consumer and our business customers are our starting
point in everything we do. We believe that it is vital to keep mail
accessible and reliable for everyone, everywhere, whether it is
delivering a bank statement or a Christmas card. The
unstoppable growth of e-commerce is an important driver in
our parcel delivery and logistic activities, where we make online
shopping easier. We connect with e-tailers through their
webshops and platforms, continuing to offer them a growing
range of delivery options. And we provide consumers with
greater control over when and where we deliver their parcels.
And PostNL is always nearby; whether it is through the PostNL
app, aretail location in the local neighbourhood or our
deliverers in every street, seven days a week.

A people company

We are a people company. We focus on creating a work
environment in which everyone can be themselves and believe
that diversity in background, mindset and abilities is crucial to
succeed as a company. We work to offer learning and
development opportunities for employees at all levels of the
organisation, and for all skill sets, ensuring that everyone can
work to reach their true potential. Only by working together can
we truly become the favourite deliverer.
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Driving transition

We are steadily realising our strategy to be the postal and
logistics solution provider in the Benelux. Our target of having
50 percent of revenues coming from e-commerce is within
reach, ahead of time. Our Parcels business progressed to the
next growth phase by investing in infrastructure, innovation
and an efficient, value-creating delivery model. We continued
to adapt the business model of our Mail operations, which will
help us save costs and further manage volume decline. We also
took several steps towards consolidation of mail networks in
the Netherlands. And by growing our presence and expanding
our retail network, we can ensure that we are always close to
our customers and consumers, creating one customer
experience across PostNL.

At the same time, we dealt with a number of challenges during
the year. Our customer satisfaction and employee engagement
in 2018 were not where we want or need them to be.
Sometimes for reasons within our control, and in those cases
we have started working on improvements. And sometimes
external circumstances, such as a tight labour market and the
regulatory environment, tested us. While these things will not
go away, we are confident that the steps we are taking will
create a platform for further growth and sustainable value.

Value for our shareholders

Value creation for our shareholders remains a key priority for
us. Our share price in 2018 did not develop as we had hoped,
which was disappointing. However, it is important to focus on
our long-term prospects for value creation. Next to the strategic
developments mentioned above, we have delivered an underly-
ing cash operating income at the top-end of our guidance for
the year. Our aim continues to be to offer shareholders a sust-
ainable, progressive dividend based on the performance of our
business. We are confident that we will continue to find the
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right balance between adjusting our mail operations in the
challenging Dutch postal market and expanding our footprint
as an e-commerce solutions provider, creating long-term value
for our shareholders and other stakeholders.

As a company in transformation, we believe that focus is key to
achieving our goal. In line with our strategy to be the postal and
logistics solution provider in the Benelux, we have decided to
divest Nexive, our mail and parcels business in Italy, and
Postcon, our mail business in Germany. We are making good
progress with the divestment process and we expect to make
further announcements before the summer.

Parcels: striking the right balance

Driven by strong volume growth, revenue at our Parcels busi-
ness increased by 19.8%. Price increases above inflation for all
customer categories were more than offset by a shift in custo-
mer mix, as large e-tailers gain market share and grow faster
than smaller players. Business performance improved on the
back of increasing volumes, leading to higher efficiency. At the
same time, we faced additional capacity costs, partly explained
by a tight labour and transport market and increasing IT costs
related to the ongoing development of our digital services.

During the year, we opened three new parcel sorting centres in
the Netherlands, which is the pace we plan to maintain in 2019.
We are very pleased with the development of our parcels
business in Belgium, where we plan to further expand our
parcel sorting and delivery capabilities.

We keep pace with e-commerce growth by expanding our
network, hiring more people and constantly innovating our
parcel collection, sorting and delivery models. In 2018, parcel
volumes increased by more than 20%. On an average day, we
now deliver over 800,000 parcels. On peak days, such as Black



Friday and Sinterklaas, the daily volume increased to 1.4
million parcels per day.

While the enormous success and growth of e-tailers creates
opportunities, there are also challenges. The high pressure on
peak days requires us to accelerate our investments. This is an
industry issue, which we will have to tackle together with our
customers. Increased awareness among stakeholders of the
positive and negative impact of a growing e-commerce market
is vital to create a sustainable model for the future. Through a
number of commercial initiatives, we will continue to ensure
that volume and revenue growth translate into bottom-line
growth.

As we transform, we actively seek to develop new growth
domains close to our core logistic propositions, which can also
serve as a feeder of volumes to our Mail and Parcels networks.
We have chosen food and health as specific areas where we can
truly add value for customers and where societal trends offer
real growth opportunities. Specialist activities within logistic
solutions, such as fulfilment, @Home and Mikropakket, further
broaden our capabilities and offer customers the right solution.

Cross border: further leveraging our local
presence

At Spring, our international provider of mail and parcels
solutions to businesses worldwide, we saw a fierce competitive
environment in 2018, especially in Asia. This put pressure on
our margins and resulted in a drop in performance
year-on-year. Going forward, our goal is to further leverage our
local presence and our customer capabilities, resulting in an
even faster, more customer-centred approach. We continue to
believe in the opportunities our broker business has in a fast
growing, global e-commerce environment, and as a source of
inbound and outbound flows for our Benelux networks.

Mail: becoming a more flexible business

The performance at our Mail business was characterised by
volume decline of 10.7% and autonomous cost increases,
which could not be fully compensated by price increases and
cost savings. After a delay at the beginning of the year in the
implementation of important change projects, the run-rate of
cost savings improved in the second half of 2018. Revenue
decreased by 5.9%. Fourth-quarter results were very good, with
the December stamp again contributing significantly to our
performance.

The decline of mail volumes in the Netherlands continued to
develop in line with our guidance. For the first time, we saw
trends towards similar levels of decline in other European
countries, specifically in Belgium and the United Kingdom. The
decline underpins the urgent need to consolidate the mail
networks in the Netherlands, to change regulation and to
transform our mail activities towards a more flexible model for
mail collection, sorting and delivery. With this model, we create
synergies and cut costs in parallel with the volume decline. This
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isimportant in any scenario, but it will also leave us in a better
position to add additional volumes that result from potential
consolidation of networks, if and when it happens.

Postal dialogue and consolidation

For a number of years, we have consistently argued that
consolidation of mail networks is the best solution for
affordable postal delivery, available for all age groups, including
the elderly, and accessible in cities and rural areas.
Furthermore, it is the best way to manage volume declineina
socially responsible manner. In the first half of 2018, a
commission led by Ms Oudeman researched the postal market
and held a dialogue with all relevant postal stakeholders. In
June, the state secretary of Economic Affairs and Climate
Policy, Ms Keijzer, sent her conclusions on the postal dialogue
to parliament.

We welcomed the outcome, which recognised that regulation
should reflect the strongly declining postal market. The state
secretary concluded that adjustment of regulation is required,
in order to safeguard the future accessibility and reliability of
postal delivery for everyone in the Netherlands. A debate in
September showed vital, broad parliamentary support for
consolidation. Due to anti-trust regulation and the involvement
of several stakeholders, the road to consolidation is, as
predicted, not straightforward and will take time.

On the day of publication of this Annual Report, we have made
ajoint announcement with Sandd regarding our intention to
create one strong national postal network in the Netherlands.
PostNL and Sandd have filed a request for approval with the
regulator, which is the formal start of this process. Combining
the two postal networks of PostNL and Sandd is essential, in
order to ensure that the postal market remains reliable,
accessible and affordable for everyone. It also builds a stronger
basis for long-term employment for mail deliverers. The
combination, which is conditional upon approval and other
conditions, will secure the foundation for a sustainable postal
service in the Netherlands.

Regulation

In September, a verdict by the Dutch Trade and Industry
Appeals Tribunal (CBb) annulled a market analysis decision by
Dutch market regulator ACM on 24-hour business mail. The CBb
ruled that the ACM had insufficiently substantiated that digital
sending is not part of the market for 24-hour business mail.
Following this positive outcome, PostNL now offers postal
operators access to its network based on fair tariffs and
conditions that have been accepted by the market.

Despite the broad political support for consolidation, the ACM
continues to promote competition, regardless of the negative
consequences this will have for the financial viability of the mail
business, for the people working in the postal sector and
potentially for millions of senders and receivers of mail in the
Netherlands. At the end of December, the ACM announced a



new draft market analysis decision, in which it set potential new
tariffs and conditions for postal operators to access PostNL's
postal network.

The approach of the regulator creates new uncertainty and falls
short of reflecting the reality and the impact of the rapidly
declining mail volumes on the sector and on PostNL. At the time
of writing this report, the ACM had not yet published its final
market decision. If the regulator does not change its initial
approach, our guidance of the negative impact of regulation
may have to be adjusted upwards.

We depend on our people

We aim to be the best employer in our sector, with people who
are happy and motivated to do what is best for our customers
and consumers. Despite all the digital and technical support a
sophisticated logistics company requires, successful delivery
truly depends on the hard work of many people. We're proud
and thankful to have such a group of committed people working
for us, either employed by PostNL or by subcontractor and
other companies.

Five days a week, thousands of our postal deliverers walk and
bike the streets to deliver mail to every household in the
Netherlands. They are supported by colleagues collecting and
sorting mail, while over 3,000 retailers offer post office services.
Thousands of thriving webshops and e-tailers depend on our
parcel deliverers and sorters to deliver their promise to the
customer. Our drivers are the backbone of our logistic efforts,
on the road day and night ensuring we can deliver over 7 million
letters per day, five days a week, and 800,000 parcels each day.
Our people working in support and staff roles are as vital,
making sure that the machinery runs like clockwork.

As one of the largest employers in the Netherlands, PostNL
offers thousands of people the certainty of having a job, a
stable income, security and opportunities for personal
development and growth. We aim to offer more people a
contract based on PostNL'’s solid working terms and conditions.
The people working with and for PostNL can rely on a safe,
healthy and diverse work environment where they are
respected and enjoy a positive and cooperative culture. We
work hard to create an atmosphere where people are
passionate and proud to be part of PostNL.

Looking forward: focus on our potential

In 2019, we will continue to build on a strong platform created
to deliver growth and value, as we continue to focus on the
potential of our business. At Mail, we will introduce a more
flexible model for sorting and delivery. For Parcels, we will take
further steps to strike the right balance between higher
volumes, profitability and higher cash flow.
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We will continue to focus on transforming to an e-commerce
logistics company by strengthening the range of customer
solutions we offer and further developing our digital offering.
And of course we will continue to invest in activities that make
our business more environmentally sustainable, as we believe
sustainability is our license to operate. We are working towards
the ambitious goals of emission-free delivery in 25 Dutch city
centres by 2025, and emission-free last-mile delivery across the
Benelux by 2030. To help achieve this, we are working with our
employees, our customers, our partners and our suppliers to
develop innovative solutions to reduce our environmental
impact.

220 years at the heart of society

Despite the challenges, we have alot to be proud of looking
back at 2018. Throughout this report you will find many
examples of how we are improving the customer journey,
innovating our business processes and introducing smart
cost-saving measures. | would like to take this opportunity to
thank our key stakeholders — customers, our people,
shareholders, suppliers and other relations/partners — for their
support and loyalty to PostNL. Striking the right balance
between the interests of our stakeholders is at the heart of
what we do every dauy.

We are proud of our history of 220 years, and what we stand
for. Our ambition is to be the favourite deliverer, and our
purpose is to deliver special moments to everyone. In 2018 we
redefined our purpose and principles that guide our behaviour.
These ensure that everyone within PostNL moves in the same
direction and focuses on the same targets. They give guidance
on what we do, the customer experience we aim for and how
we work together. Please refer to chapter 3 of this report to
learn more about it.

We strongly believe that PostNL has proved, and will continue
to prove, that our long-term strategy is right for all of our
stakeholders. It offers value to our customers and to consumers
as we deliver special moments for everyone, everywhere, every
dau. It offers jobs, income, security and development
opportunities for our people. It creates sustainable value for
shareholders. And as a company, we aim to contribute to a
better society, which is connected, smart and sustainable. This
is what we have done since 1799, when the first national postal
service was founded. And this is what we will continue to doin
the future.

Kind regards

Herna Verhagen, CEO



3 Our identity

We provide society and our customers with reliable and accessible postal and logistic
services. We are proud of our history and what we stand for: delivering special
moments for everyone. In 2018, we redefined our purpose and the principles that
guide our behaviour: what we do, the customer experience we aim for and how we

work together.

Ambition

Why?
We deliver special moments

Who?

We deliver for everyone

What?
We enable you to easily send and
receive anything anywhere

How?
We keep it simple. We make it smart.
And we do it together

Whuy: To deliver special moments to
everyone

Our purpose is to deliver special moments to everyone. While
we operate in a world in which everything and everyone is
connected, we understand that every contact momentis a
valuable moment. And that every delivery is a promise. This is
why we aim to deliver with pleasure and care.

Who: To deliver for everyone, to
everyone

We collect, we sort, we deliver. We deliver to everyone, every
day. We are the deliverers who know you and who are there for
you when you need them. Who plan ahead and work with
colleagues to develop digital solutions and new services. We
want to be everyone's favourite deliverer.
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What: To ensure that you can send and
receive anything, anywhere, anytime

We deliver for you or to you. Whatever, wherever and whenever
you want. We help you from the ordering process till after
delivery. In the Benelux and beyond. And more sustainably
everyday.

How: Keep it simple. Be smart. Do it
together

We make it easy and keep it simple. We do what we promise.
We do it smart: we work with you and stay ahead of the curve,
always looking to improve. And we do it together with you and
everyone who works for or with us. We aim to make people
happy with special moments.

Examples of how we are contributing to being everyone's
favourite deliverer can be found on the next page.



Simple Smart

Employer branding Marley Spoon wants to
instead of job selling grow together with PostNL
Read more in chapter 8 Read more in chapter 6

Together Your favourite deliverer
International mail and Well prepared for
parcels under one roof the December peak
Read more in chapter 7 Read more in chapter 7
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4 Our operating context

PostNL plays an important role in society as a postal and logistics service provider. We
operate in a multi-stakeholder environment and our stakeholders significantly
influence those areas we focus on to create long-term value. Each stakeholder decides
which topics are most important and relevant to them. Together, we carefully identify
those topics that are most material and should be prioritised. At the same time, we
look at the impact competition and the regulatory landscape have on our businesses

and our customers.

Stakeholders

We engage with our stakeholders in different ways, on different
levels and on different topics to better understand their
interests and the way our activities affect their decision
making. Our main stakeholder groups are summarised below. A
more detailed overview of the stakeholder engagement
process is included in chapter 19: Non-financial

statements, section: 'Basis of preparation’.

Customers

Our customers are our reason for being and indispensable to
our existence. We identify two types of customers who send
and receive parcels and mail and use related logistic services.
The first are business customers, ranging from one-person
companies to multinational organisations, and the second are
consumers. We engage with each on different types of topics.
Business customers expect seamless, high quality, sustainable
services that are delivered where and when promised.
Consumers expect PostNL's services to be accessible and
reliable and they increasingly expect to be in control and are
demanding more flexible delivery options. Our ambition is to be
our customers favourite deliverer.

Our people

PostNL is a large employer and our people and those who work
for us through contracted partners are key to our ability to
provide our logistic services. The main topics we discuss with
our employees during our dialogues with them relate to the
work they do, how they do it, and where we can make
improvements. We collaborate closely with trade unions and
the works council to realise favourable working conditions. We
want to provide everyone with a safe working environment,
where they feel respected and enjoy a culture that stimulates
innovation, diversity, opportunities and working together
across business segments.
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Investors

A healthy financial position and performance is important for
investors and shareholders, as well as banks and financial
analysts. The main topics of discussion we have with investors
and shareholders relate to our business drivers and financial
performance, how we create value, our investment proposition,
and our short and long-term outlook.

Government bodies

PostNL operates in a regulated environment. This is why it is
essential we engage with local and national governments,
regulators and the general political arena about policy and
regulatory developments. This includes topics such as the
future of the Dutch postal market, labour relations and future
city logistics.

Opinion leaders and society

The media influences the public debate on PostNL, while
academic and research institutions also publish views on the
company and the market in which we operate. NGOs look

at PostNL from different perspectives, such as our Human
Rights and environmental impact. Local communities are
important as our activities mean we are visible in every street in
the Netherlands. We engage with these various stakeholders
on a number of topics, including business events, market
trends, environmental issues and social issues. The reduction of
letter boxes in the Netherlands is an example of ongoing
engagement.

Business partners

Suppliers and other business partners form an important
stakeholder group, helping us as we work to execute

our strategy. This includes suppliers of IT services, goods,
vehicles, retail shops and other organisations from which we
purchase services. Relevant topics of discussion with business
partners include business ethics, responsible procurement
practices and privacy.



Materiality

PostNL considers all topics of discussion that we have with
stakeholders as relevant. For the Annual Report we focus our
disclosures on those topics deemed most material. Identifying
what is most material involved first carrying out a materiality
analysis to prioritise the topics we had identified, and then
ranking them based on two dimensions.

- Thefirstis the topic's influence on stakeholder assessments
and decisions. This is the vertical axis on the Materiality
matrix.

- The second is the significance of the impact of PostNL with
the topic on its operating environment. This is the horizontal
axis on the Materiality matrix.

PostNL categorises topics in five different domains of value
creation, which are included in the key in the Materiality matrix.

Materiality matrix

High

Domains

. Customer value

. Operational value
. Social value

. Environmental value

. Financial value

Infuence on stakeholder decisions

Responsible supply chain ‘

Circular economy .

Traffic congestion .

Low

Provide real time information .
IT transformation
Business ethics and privacy e

Fair taxation .
Air pollution . Attract and retain people .

Human Rights .

While all topics in the Materiality matrix have some form

of financial impact, these five value creation domains form the
basis for the outcome of our value creation process. This is why
we have structured the business report along them.

Topics ranked in the upper right-hand quadrant of the
materiality matrix represent the key material topics for the
company. These seven topics best reflect where PostNL creates
long-term value. All other topics in the matrix remain important
and often contribute to the value created with our key material
topics. In order to positively influence the decisions of our
stakeholders, while optimising our impact on society, it is
important to address these key material topics in our strategy.
The table on the next page describes the interpretation of the
topics and how these are addressed in our strategy. A more
detailed description of our stakeholder engagement and
materiality analysis is included in chapter 19: Non-financial
statements, section: 'Basis of preparation’.

Customer experience .

Financial performance and position .
Empowered people ‘
Emission-free delivery .

. _a
Manage growth in e-commerce g
Accessible and reliable postal services .
_a
w

Manage declining mail volumes

Energy efficiency .

Health and safety .

Operational excellence .
Digitalisation .

Labour conditions .
Product and process innovation e

IT security .
Diversity '

Solid credit rating ‘

Low Significance of PostNLs impact
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Key material topic Explanation and link to strategy  Key performance indicators

@ Customer experience Make things happen; work with - Highly satisfied customers
customers to create innovative new
solutions through PostNLs networks;
exceed customers’ expectations.

& Manage growth in e-commerce Leverage from and contribute to a - Progress on transformation
growing e-commerce market, helping (share of e-commerce revenue)
facilitate a profitable transformation - Volume development Parcels
into a logistics e-commerce company

© Manage declining mail volumes Take effective cost-efficiency measures - Volume development Mail
in our Mail business model to generate - Cost savings
a sustainable cash flow

@ Empowered people Create a working environment where - Employee engagement
everyone working for and with PostNL - Employee loyalty
are treated equally, are respected and
are rewarded fairly. This includes devel-
oping our employees potential, helping
us realise our strategic objectives

@ Accessible and reliable Secure accessible, reliable and afford- - Delivery quality

postal services able postal services for all households in Mail in the Netherlands
the Netherlands, now and in the future.
This includes easy access to letter boxes
and retail locations, and reliable mail
delivery

@ Financial performance Generate value for PostNL and its inves- - Revenue

and position tors through our short and long-term - Underlying operating income
activities. This value can be viewed - Underlying cash operating income
from a number of perspectives, includ-
ing revenues, margins, profits, cost effi-
ciency, cash flow, equity, debt and tax

@ Emission-free delivery Reduce our environment impact by - CO_-efficiency index
working towards the emission-free col-
lection, sorting and delivery of parcels
and mail, particularly in the last-mile
which includes Greenhouse Gas (GHG),

NO, _and PM, emissions
Competition This requires us to maintain a country-wide coverage and
Our dense network means we have a strong foundation within deliver on specific quality targets, which do not apply to other
our markets. In the growing parcel and e-commerce markets we  postal companies. In a declining market the challenge is to
are witnessing greater competition in both the Benelux region secure accessible and reliable postal services at affordable
and cross-border from existing national and international prices. PostNL continues to pro-actively engage with our
players and new entrants. At the same time, large stakeholders, including the government, to determine the best
(inter)national e-tailers are beginning to fulfil part of the way forward for the postal market.

delivery process themselves. We focus on continuously
developing propositions that help us make a difference for our
customers.

The competitive market place for physical mail is influenced by

substitution due to digitalisation and regulation. PostNL is the
appointed universal service provider (USP) in the Netherlands.
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Regulatory environment

The postal market in general

The Dutch postal market has changed fundamentally over the
past few years. Dutch mail volumes have halved since 2005 and
the decline will continue. The postal market is labour intensive,
and the steady volume decline has far-reaching consequences
for employment opportunities at PostNL and the Dutch postal
market as a whole.

The Postal Dialogue took place during the first months of 2018,
during which we underlined that regulation should not
artificially support competition aimed at duplicating networks:
regulation should reflect the reality of the shrinking mail
market. Regulation that supports network competition results
in competition at the expense of labour conditions. Looking to
the future, the focus should be on the reliability and
accessibility of the postal service and on decent labour
conditions. We believe that the consolidation of postal
networks in the Netherlands is inevitable.

In June 2018, the Oudeman Committee, appointed by the state
secretary of Economic Affairs and Climate Policy, published its
conclusions on the future of the postal market in the
Netherlands. The report concluded that consolidation, or a
merger between the two largest postal companies, is the only
sustainable solution to safeguard the continuity, affordability,
accessibility and reliability of the postal service and realise
decent labour conditions for the whole sector. After the
publication of the Oudeman conclusions, the state secretary
endorsed these recommendations in a letter to Parliament,
where there is broad support for consolidation. The state
secretary will use the results of the report to adapt future postal
legislation.

Significant Market Power regulation

In July 2017, the Authority for Consumers and Market (ACM)
concluded that PostNL has significant market power (SMP) in
the 24-hour bulk mail segment. As a result, from August 2017
we were obliged to grant (regional) postal operators network
access in this segment at prices and under conditions specified
by the ACM. These conditions and prices have had a significant
impact on our Mail business, both operationally and financially.

In September 2018, the Dutch Trade and Industry Appeals
Tribunal (CBb) annulled the ACM'’s decision on SMP. This means
that the obligations imposed on us by the ACM regarding
network access for postal operators no longer apply. Because
of the CBb verdict, we have adjusted the expected financial
impact related to the ACM’s measures to between €40 million
and €45 million on an annualised basis (from between

€50 million and €70 million), fully visible in 2020. PostNL is
currently assessing the damage done by the ACM's revoked
decision and will possibly file a claim.
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For 2018, the access tariffs paid by postal companies were
corrected to PostNL's conditions and tariffs. In December 2018,
the ACM published a new draft SMP decision. PostNL submitted
its opinion on this draft on 14 February 2019. At the time of
writing this report, the ACM had not yet published its final
market decision. If the regulator does not change its initial
approach, our guidance of the negative impact of regulation
may have to be adjusted upwards.

Privacy

In effect since 25 May 2018, the General Data Protection
Regulation (GDPR) is a regulation in EU law on data protection
and privacy for all individuals within the European Union and
the European Economic Area. PostNL implemented the GDPR
and took appropriate measures to comply with this legislation.

Labour conditions

Since January 2018, all postal companies in the Netherlands
have been required to employ at least 80% of their mail
deliverers on the basis of a employment contract/agreement.
Although discussions on labour conditions and compliance
remain, this is an important step towards decent employment
conditions across the entire postal sector. Our mail deliverers
are employed by PostNL and fall under the collective labour
agreement for mail deliverers, which includes a pension
scheme. Almost 100% of our mail deliverers work on the basis
of alabour contract.

Since 2014, PostNL has been investing in a sustainable parcels
market, with fair and competitive working conditions. Part of
this involves maintaining a dialogue with employers,
contractors and social partners to make improvements in
labour conditions and work pressure. In recent years, PostNL
increased the tariffs for delivery partners which deploy parcel
deliverers. The tariffs we apply should be sufficient for
contracted parties to pay their employees in accordance with
the collective labour agreement for the transportation of goods
(BGV-CAO, a binding CLA for the sector). As part of our policy,
we want to deploy more deliverers on the basis of a labour
contract either directly by PostNL or by delivery

partners working for PostNL. We started validating whether
these employees are being paid correctly by

contracted delibery partners during 2018 as part of the
compliance project explained below.

Since 1 January 2017, the Labour Market Fraud (Bogus
Schemes) Act (Wet Aanpak Schijnconstructies) has been
applicable to the transport sector. This law provides that

every party giving an assignment in a chain can be held liable
for underpaying employees of a contractor. During the year we
successfully began a compliance project that aims to ensure
employees of our contracted delivery partners in the
Netherlands are paid correctly. Additionally, contracted parties
are required to employ deliverers under the BGV-CAO and extra
routes for contracted parties are only fulfilled by employees.
The outcome of this compliance project so far, based
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on a representative amount of completed reviews, is that the
vast majority of contacted parties comply with this regulation.
We stopped working with some of the contracted parties based
on the outcomes of the project. PostNL advocates employment
relationships rather than self-employment. To reduce the
workload we periodically adjust routes and fill in additional
routes with new parcel deliverers employed by PostNL or
employed by contractors working for PostNL. PostNL wants to
remain the favorite deliverer in the Netherlands by being a
social employer and contractor.

In October, PostNL qualified for system supervision through a
successful cooperation with the Human Environment and
Transport Inspectorate (ILT). ILT supervises the requirements
for safe transport, including dangerous goods, and working
conditions. These working conditions are related to working
hours and regulations in loading. In various audits PostNL has
demonstrated the processes to be controlled and to be suitable
for system supervision.

Belgium

The revised Belgian postal law came into effect on 9 February
2018. This law made adjustments to the conditions required to
acquire the license for distributing mail, the narrowing of the
universal service obligation (USO) scope and a modified price
cap formula.

Digital single market strategy/e-commerce

In 2018 the European Parliament and the European Council
adopted aregulation on cross-border parcel delivery services.
This regulation stipulates market monitoring and tariff
transparency requirements to be reported via the regulator.
Additionally, the regulation requires the national regulator to
assess the tariffs of a limited list of universal postal services that
are considered to be unreasonably high.

As the transparency requirements are limited to public tariffs of
a small list of specified services, we expect the monitoring and
transparency requirement to have an administrative cost
impact only. As our tariffs are in line with the requirements of
the Postal Services Directive for universal services, we do not
expect that the tariff assessment requirement will have an
impact on us.

The European Council also adopted a directive amending value
added tax (VAT) obligations for supplies of services and
distance sales of goods as part of a modernisation to better
facilitate international e-commerce. Part of this directive is the
removal in 2021 of the existing VAT exemption for the
importation of small consignments. This will have an
operational impact on both customs authorities and PostNL.
Discussions with national authorities and the European
Commission on the operational impact and cost are ongoing.
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International

In October 2018, the US Department of State announced that it
will initiate a process to withdraw from the Universal Postal
Union. During this year-long process, the US will seek to
renegotiate the terms of the UPU rules for remuneration of
letter mail items containing goods. Depending on their success,
they will decide whether or not to complete the official
withdrawal from the UPU, which would take effect in October
2019. The US may be required to negotiate bilateral and
multilateral agreements to resolve their concerns. When
required, we will review our arrangements with the United
States Postal Service, based on the good working relationship
that we have with them.

The United Kingdom (UK) is scheduled to leave the European
Union on 29 March 2019. Whether this Brexit will be based on a
Withdrawal Agreement with a transition period or without a
ratified agreement, whereby trade between the UK and other
countries will be regulated by World Trade Organization rules, is
still unclear. PostNL is preparing itself for all possible scenarios,
including a possible no-deal scenario.
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5 Value creation and strategy

We create sustainable value for our stakeholders by providing logistic and postal
services. Our value creation model illustrates our value creation process, which
includes the financial and non-financial aspects of how we do business.

PostNL Value creation model

Mega trends
Urbanisation
( Aging population
Climate change

Market trends )
E-commerce growth
Technological developments N
Digitalisation
Sustainable society

Relationship Intellectual and produced

Input capital

Human

Natural Financial

Purpose and guiding principles

We deliver special moments

We deliver for everyone, to everyone

We ensure you can send and
receive anything anywhere

We keep it simple. We make it smart.
And we do it together

Business model

Business activities

cOd

Strategic objectives
Help customers grow their business
Enhance sustainable employability

Secure accessible and reliable
postal services

Deliver profitable growth and
generate sustainable cash flow

Reduce environmental impact.

Output capital

in e-commerce

N
@@

7.0perational value

6. Customer value

Relationship Intellectual and produced Human Natural Financial
How this impacts our key material topics
Customer experience
Manage growth Financial performance
Manage growth in e-commerce Empowered people Emission free delivery

Manage declining mail volumes
Accessible and reliable mail volumes
postal services
Link to Business report chapters
N N N N
o O

>

8. Social value

Manage declining

Y
(3

9. Environmental value

©

10. Financial value

Our value creation model outlines trends that influence the
context in which we operate, the short and long-term value
creation process and the effects on stakeholders, which we
categorised in five domains of value creation. The value
creation process starts with the determination of input capital.
We use the capital for our business model to influence or
transform this capital into output capital and outcomes. We link
the outcomes to our key material topics that are
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defined to create short, medium and long-term value for the
company, our stakeholders, shareholders, society and the
environment. We believe that investing in non-financial drivers
also helps us create long-term value, for example by improving
customer value and the way we are perceived in society. In
chapters six to ten we describe in detail how we create value for
stakeholders in each of the five domains, as reflected in the
Materiality matrix.



Mega trends and market trends
Mega trends

PostNL has identified three important mega trends that
influence the environment in which we operate:

- Urbanisation

- Aging population

- Climate change

Urbanisation is leading to a concentration of people living in
cities, which increases the demand on logistics and puts
pressure on urban infrastructure as traffic increases. At the
same time, the population is aging and people are living longer
at home. With elderly people more reliant on healthcare, there
is a shift towards health provision at home, which requires a
range of (new) logistic solutions. People are also becoming
more used to having food delivered at home. Finally, transport
is a significant contributor to global climate change and can
have a negative impact on air quality, especially in urban areas.
Society is looking for solutions, and governments are set to
introduce restrictions on pollution-causing transport in an effort
to both combat climate change and improve health.

Market trends

We have also identified four key market trends that are shaping
the lives of our customers and are impacting our strategy:

- Growth in e-commerce

- Technological developments

- Digitalisation

- Sustainable society

Growth in e-commerce
The continued move from offline to online is leading to the

rapid growth in e-commerce, with people increasingly making
their purchases online. As well as solid domestic e-commerce
growth, we also see a strong increase in the global cross-border
e-commerce market. We expect annual double digit growth
numbers in the global e-commerce market in future years. We
are leveraging on these developments to cement our position
as the leading e-commerce logistics player in the Benelux, by
expanding our delivery options and increasing the number of
value-added services we offer. At the same time, we believe our
comprehensive networks and coverage across the Benelux will
enable the company to bring more traditional markets, such as
food and health, online.

Technological developments
Rapid developments in technology impact the way businesses

operate. Current and future trends that will impact our sector
include digitalisation, artificial intelligence (Al) and
robotisation. For example, transforming data into insightsis a
key driver to innovate digitally, while online platforms impact
traditional business models and new entrants disrupt
traditional markets. We are using technology and data to
change the way we run the company and provide our services.
For example, data insights and data sharing enable us to
introduce a greater range of tailored delivery options, such as
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rerouting, to meet customer demands. This is balanced by
ensuring that we concentrate on cyber security across our IT
operations.

Digitalisation

Another key market trend is digitalisation. A range of digital
alternatives for mail, such as electronic invoicing, social media
or other digital marketing services contribute to declining mail
market volumes. At the same time, ongoing digitalisation
creates opportunities for us to increase the value we add to
customers and consumers, both for our Parcels and Mail
businesses. For example, in our Parcels segment the use of IT
and data enables us to help customers to better tailor their
services to consumer wishes. And in Mail, we are adding
customer value by offering a range of digital services, such as
the stamp code, through the PostNL app.

Sustainable society
Sustainable developments play a key role in the way society is

changing. Stakeholders are increasingly focusing on the longer
term impact of businesses, including within the logistics and
postal sector. We take our responsibilities seriously and focus
on how we can create a more sustainable company while
addressing the wishes of our stakeholders. For example,
employees expect sustainable labour conditions, customers are
demanding more sustainable delivery options, while consumers
want convenience. At (local) government level, there are
demands to reduce traffic congestion and improve air quality.

External recognition on sustainability

In 2018, PostNL was again ranked in the top five sustainable
companies worldwide in the transport and logistics sector by
the Dow Jones Sustainability Index (DJSI). This benchmarks
evaluates listed companies on economic, social and
environmental transparency and performance.

Sustainable development goals

At the heart of the agenda for sustainable development
towards 2030, in 2015 all United Nations (UN) member states
adopted 17 Sustainable Development Goals (SDGs). These
goals aim to achieve peace and prosperity for people and the
planet, now and into the future. In 2017 we carried out an SDG
scan that identified two SDGs that are particularly relevant to
PostNL:

DEGENT WORK AND
ECONOMIC GROWTH

o

Explanation: Promote inclusive and sustainable
economic growth, employment and decent work
forall.
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More information about our commitment to the SDGs is
included in chapter 19: Non-financial statements, section:
'‘Reporting principles'.

Explanation: Take urgent action to combat
climate change and its impacts.
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Use of capital
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How this impacts our key material topics

PostNL makes use of valuable assets as input for the business
model, while the model also generates valuable outputs for the
company and our stakeholders.

Relationship capital

We have deep roots in society and connect with millions of
stakeholders on a daily basis through our operations. The
relations we have with our stakeholders, especially customers,
governments and trade unions influence our ability to create
value over time. We strive to build strong relationships through
the way we do business and interact with our stakeholders.

Intellectual and produced capital

The collective knowledge and experience of PostNL, built over
the course of more than two centuries, is one of our greatest
assets. As a logistics expert we have built state-of-the-art
networks, smart processes and created management systems
that have enabled us to become a front runner in our rapidly
changing markets. These are built to help PostNL deliver
high-quality services, optimise our operations and develop new
value-added operations. Produced capital are those goods and
assets that enable us to carry out our role as a logistics and
postal service provider, such as vehicles and machinery. We
select these goods and assets based on our specific needs and
available sustainable options.
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Human capital

PostNL is a people company. We need productive, skilled and
motivated people to execute our strategy and contribute to the
delivery of our services. This includes our own employees and
others working for PostNL. By operating and developing an
inclusive organisation, we aim to help our human capital,

our people, to grow while providing a safe and healthy work
environment.

Natural capital

Natural capital is the energy we use to provide our services. We
use solar energy to generate electricity and natural gas to
operate our buildings and our vehicles, many of which now

run on biogas or electricity. Those that run on diesel or gasoline
produce greenhouse gas (GHG) and air polluting emissions that
impact air quality and contribute to climate change.

Financial capital

Relevant players in financial markets, such as shareholders,
bondholders and banks, provide PostNL with funds used to
invest in our assets and operations. We use this financial capital
to operate and grow our business, and our success has a direct
impact on these investors.
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How this impacts our key material topics

Collecting, sorting and delivering form the core of our business
model. With our committed workforce, we offer customers a
wide range of logistic services through a variety of networks.
Our purpose and guiding principles, which are explained in
chapter 3: Our identity, influence our behaviour and how we will
achieve our objectives, providing clear directions when we
make (strategic) choices in our company.

Purpose and guiding principles

In 2018 we redefined our purpose and the principles that guide
our behaviour. Looking at who we are, what we offer our
customers and how we operate helps us sharpen our
organisation and ensure we continue to focus on providing
customers with the best services and solutions they need and
demand. More information can be found in chapter 3: Our
identity.

Business activities

PostNL adds value for customers through three essential core
activities within the parcels and mail environment: collecting,
sorting and delivering. This is only possible because of the
dense and integrated networks and state-of-the-art processes
that we operate. We provide our services throughout the
Benelux, and beyond the Benelux through our cross-border
solutions. We need to deliver reliably, safely, on time and
conveniently to make a difference and to fulfill the promises we
make to our customers. Our committed workforce makes this
happen.
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In everything we do we aim to help our customers grow their
business. Collecting parcels and mail is what we have always
done. Our solutions range from fulfillment to food logistics and
from time-critical delivery to installation services. At the same
time we offer consumers simple options to send postcards. We
make receiving easy, providing consumers with a range of
options through our digital platform, such as the PostNL app.
And adding home pick-up returns opens up new markets.

We help our customers with delivery options and webshop
integration that fit their selling propositions, and we help
consumers by contributing to a convenient shopping
experience. We offer smart logistic services for senders and
simple solutions for receivers. And we facilitate returns.
Our services are designed to deliver anything, anywhere.

Strategic objectives
We have five strategic objectives, which will help us achieve our
strategy. These are:

i. Help customers to grow their business;
ii. Enhance sustainable employability;
iii. Secure accessible and reliable postal services;
iv. Deliver profitable growth and generate a sustainable cash
flow; and
v. Reduce environmental impact.

These five objectives are explained in greater detail in the
Strategy section hereafter.



Our strategy

Our strategy is to accelerate our transformation to become the
logistics and postal solutions provider in the Benelux. We want
to achieve this sustainably, providing customers with a uniform
and consistent experience, no matter how, where or when they
interact with us. At the same time, our goal is to empower our
employees to ensure they are productive, skilled and motivated
so that both they and our customers are satisfied with PostNL.
Below we have outlined the five strategic objectives that will
help us achieve this.

Decision to divest Nexive and Postcon

In 2018, we decided to divest our Italian and German business
lines Nexive and Postcon. We have full confidence that the
management teams in both countries will be able to realise
their strategic ambitions, develop their activities and
strengthen their position in Italy and Germany respectively. We
are making good progress with the divestment processes. We
expect to make further announcements before the summer of
2019. In this Business report we focus on our continuing
operations. More details about the financial impact of the
divestment decision are provided in note 3.8 to the
consolidated financial statements.

Change to mail business model

PostNL wants to ensure postal services remain accessible and
reliable. In 2018 we announced an important change to our
mail business model, which we will implement in 2019. Called
the New mail route, the project will benefit customers, our
people and the company. More information about this new
model can be found at the end of this chapter.

Strategic objectives
Help customers to grow their business
We want to help our customers develop successfully and

profitably, by providing them with services and solutions that
enhance their business. One example is through the expansion
of our retail network, growing our presence and ensuring we are
always close to our customers. Another example is by
strengthening our dense networks. By creating high quality,
modern and flexible data-driven logistic networks we
strengthen our position in the Benelux, enabling further growth
and creating more value for customers and consumers.

Enhance sustainable employability
As one of the largest employers in the Netherlands, we provide

thousands of people with job security, a stable income and
opportunities for personal development and growth. In
addition to providing our people with a safe and healthy work
environment, which is diverse and where they are respected
and enjoy a stimulating and cooperative culture, we also
believe we need to work on sustainable employability. This
means helping our people at all phases of their career to be
skilled and well-trained, highly motivated and in good health to
work for our company or elsewhere, today and in the future.
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Secure accessible and reliable postal services
The ongoing decline in the mail market is having a profound

impact on PostNL and other postal logistics players in the
market, which is why we are reshaping our mail business model
and continue to invest in smart technologies. This will enable us
to keep post relevant and attractive for our customers across
the Benelux. At the same time, we continue to develop
measures to save costs while maintaining the highest possible
service quality and coverage in the Netherlands. We believe
that consolidation within the Dutch postal market is inevitable
if we are to safeguard the reliability and accessibility of the
postal service, while preserving decent labour conditions in
what is a shrinking market. Given our history and competences,
we believe we will have a key role to play in the future postal
market. We actively contribute to the postal dialogue with the
government, regulators and other stakeholders.

Deliver profitable growth and generate a sustainable
cash flow
Itis vital that all businesses within PostNL generate sustainable

cash flow, enabling us to achieve profitable growth across our
operations and create value for our investors and the company.
Within Parcels, for example, we are investing in network
capacity, enhancing operational efficiency, focusing on the
customer experience and optimising customer value. This will
enable us to continue to take advantage of the strong growth
within the e-commerce market, while introducing innovative
services and solutions for customers and consumers. Within our
Mail business, we are focusing on continually improving the
customer experience. We are also strengthening operational
excellence and achieving cost savings by optimising our
processes and making our IT structure as effective as possible,
in a declining market by. In our international business, we are
enabling customers and consumers to tap into the growing
global e-commerce market.

Reduce environmental impact
We want to develop our business sustainably while adding

long-term value for our stakeholders. As well as adding value
sustainably for stakeholders such as investors and customers,
we also proactively take responsibility for the environmental
impact of our operations. For example, we continue to set
ambitious targets to reduce our environmental footprint, which
is why our aim is to have emission-free parcel delivery in 25 city
centres across the Netherlands by 2025, and by 2030 to have
emission-free last-mile delivery across the Benelux.

Opportunities in current business propositions
PostNL operates in a dynamic environment, marked by a
declining mail market and opportunities from the growth of
e-commerce. In our Parcels segment, the use of IT and data
provides us with many opportunities to increase the value we
add to customers and consumers, as illustrated in chapter 6:
Customer value. In our Mail business, IT is helping us realise
additional cost savings and add customer value. We continued
to tap into the strong cross-border e-commerce growth, and
launched new services and solutions to support our position as
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astrong player in the international e-commerce market. Using
data and scale in a smart and efficient way means we can
create operational efficiencies across our businesses. In
addition to these opportunities, we have identified three
growth domains: convenient shopping, network logistics and
connected community, which are outlined below.

Convenient shopping
The world is changing, and the internet means we are shopping

across borders, 24/7, while enjoying the convenience of having
our goods delivered anytime, anywhere. Our strength along the
logistics chain, from first-mile collection to last-mile delivery,
means we can act as a strategic partner to e-tailers, opening up
new markets and creating new opportunities for PostNL.

Network logistics
There has been a sharp rise in the number of goods bought and

sold around the world. Ensuring these goods are delivered at
the right time, to the right place, requires a large, reliable, inno-
vative network. Customers and consumers have increasingly
high expectations about the way goods are delivered,
demanding greater control over delivery time and location.
Using our strong distribution network, we open up the world
and connect the Benelux.

Connected community
Our society is changing. Increasing numbers of people are

moving to cities. And while they are getting older, they still
want to live independently. Access is becoming more important
than ownership. This is having an impact on the care market,
with the delivery of medicine, medical devices, consumables
and other related products and services at home becoming
increasingly important. The combination of our unique mix of
networks and our trusted brand in the Netherlands positions us
perfectly to provide a variety of services in this area.

New business propositions

PostNL actively seeks to develop alternative growth domains
which are related to our core logistic propositions to create and
provide opportunities for future growth, such as in the food or
health segments. We identify three ways of developing these
growth domains through our own startups, co-investments and
acquisitions.

To help support our aim of developing a future-proof business
portfolio, in 2016 we decided to invest in an equity fund, Endeit,
with a maximum commitment of €6 million. This investment
means we are better able to access and cooperate with
companies connected to our growth domains.

In 2018 we co-invested with Henkel, a chemical and consumer
goods company, in Dobbi, an online laundry and dry cleaning
service. Dobbi was recognised as the most innovative new
business in its market, and currently has a coverage of around
70% of the Netherlands. Another important new co-investment
we made in 2018 was in Roamler Care, This home care platform
connects self-employed home care providers with sick or
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elderly people connected to care institutions. This is a
business-to-business service that aims to improve matching,
planning and administration between care institutions and
home care providers. We believe health is an important growth
sector in the logistics market and expect to see an increase in
demand for such solutions in the future.

Main risks

We continually work to manage our exposure to the main risks
impacting our business such as competition, the declining mail
market, challenging regulatory environment, network peak
capacity, execution of strategic change and cost saving
initiatives. The risks below represent the highest level risks
identified in chapter 14: Risk management.

Competition

We are faced with increasing competition particularly in our
parcels and international businesses, as markets become more
competitive and volatile, which continues to put pressure on
our market share, volumes and prices and may have an adverse
effect on revenues and profitability. This risk is relevant for the
following key material topics in the Business report: Financial
performance and position; Customer experience; Manage
growth in e-commerce.

Declining mail market
The volume of mail is continuing to decrease, which requires us

to adapt our infrastructure and delivery processes. Substitution
or alternatives to our delivery services may reduce revenues
and profitability. This risk is relevant for the following key
material topics in the Business report: Financial performance
and position; Manage declining mail volumes; Accessible and
reliable postal services.

Challenging regulatory environment
We are confronted with complex legal and regulatory

requirements in the countries in which we operate. Changes in
legal and regulatory requirements may continue to have an
adverse material impact on our business operations, our
reputation and on our financial performance. This risk is
relevant for the following key material topics in the Business
report: Financial performance and position; Accessible and
reliable postal services; Emission free delivery.

Execution of cost-saving initiatives
Technical complexity as well as inter-dependencies among

multiple change projects may cause delays in successfully
completing all projects. This may have an adverse material
effect on our mid- and long-term targets in relation to cost
savings. This risk is relevant for the following key material topics
in the Business report: Financial performance and position,
manage declining mail volumes.

These and other risks as well as our mitigating actions are
discussed in greater detail in chapter 14: Risk management.
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Equal amount of mail every day: New mail route

We are continually implementing changes to our logistics
model to reduce costs as mail volumes continue to decline.
We make our processes smarter and more efficient while
maintaining the high quality our customers expect.

In 2017, for example, we started working with the 'Codeer-
regel'. And in 2018 we introduced the ‘Combibundel’, simpli-
fying our sorting activities and operations. In addition, we im-
proved the automatic coding process on the sorting machine,
resulting in a reduction in manual processes. These changes
mean mail is available to be delivered earlier, an important
condition for taking the next step in our business model.

New delivery process

In 2019 we will switch from the current model, which results
in mail peaks on Tuesdays, Thursday and Saturdays, to an
equal-flow model. The new model is called the New mail
route. We are adapting our product portfolio for non-
time-critical mail and will deliver this type of mail over two
consecutive days, for example Tuesday and Wednesday or
Wednesday and Thursday. This will create a win-win-win situ-
ation, benefiting our customers, our employees and us. We
will continue to deliver 24-hour mail five days a week.

How will our customers benefit?

o Customers can have their non-time-critical mail delivered
five days a week, instead of the current three days.

o They will be able to better manage the flow of their pro-
cesses, for example in the production of mailings or in the
handling of calls following a direct mailing promotion.

o They will have access to high quality services at an afford-
able price.
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How will our employees benefit?

« We are going to make the work for mail deliverers more at-
tractive: because the delivery routes will get longer, we can
offer them an employment contract with more hours.

o Mail will be available for delivery earlier.

« We will provide deliverers with (electric) bikes to lighten
the workload.

o Going forward, we will be able to offer our deliverers job
and income security for as long as possible.

How will PostNL benefit?

o Byintroducing an equal-flow model, we will be able to
spread the workload equally over five days.

« We will make better use of our locations and resources,
thereby saving costs.

o The new model will enable us to simplify our processes
and be more flexible.

o We will be better able to absorb future volume decreases
and thus continue to realise the cost savings we need to.

Mail delivery model

Current business model New mail route
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6 Customer value

Our ambition is to be everyone's favourite deliverer and connect millions of senders
and receivers every day. In today's competitive market, loyal customers are essential
to our success, and we want to provide our customers with services and solutions that
enhance their business. This relates both to our ability to manage the growth in
e-commerce and in securing accessible and reliable postal services.

r&':-:' Customer value Keyperformance indicators
Customer experience Manage growth in e-commerce

Highly satisfied customers

30% ..

2017 41%

2017. 44%

Key results and highlights

In 2018 our Parcels business grew strongly, while ongoing
digitalisation led to the expected volume decline in our Mail
business. We continued to develop innovative services that
provide consumers with faster, cheaper and more convenient
delivery options. The growth in parcel volumes is helping with
our transformation into a logistics e-commerce companuy. In
2018, 48% of our revenue came from e-commerce, and we

expect to achieve our target of 50% by 2020 ahead of schedule.

While mail volumes in the Netherlands continue to decline the
targets set under the universal service obligation (USO) to
deliver mail accurately and on time to all households across the
country remain unchanged. In 2018 we met this target,
ensuring that 95% of consumer mail was delivered within
24-hours.

We made important changes across our businesses and IT
environment to help improve the customer experience over the
long term, and enable us to keep pace with volume
developments. Some of these changes were challenging and
proved to be more difficult than expected, impacting our
customer experience. In our Mail business we experienced a
temporary shortage of mail deliverers in certain locations. And
although we expanded our Parcels capacity, it proved
challenging in 2018 to keep up with the volume growth. These
factors put pressure on the quality of our services, and as a
result negatively impacted the percentage of highly satisfied
customers. The company-wide percentage of highly satisfied
business customers fell to 30% in 2018 from 41% in 2017.
However, overall customer satisfaction remained high, with
only a slight decrease from 85% to 82% year-on-year.

PostNL Driving transition | 6 Customer value

Progress on transformation
Share of e-commerce revenue

48%...

Accessible and reliable postal services
Delivery quality Mail in the Netherlands
(preliminary)

95% (=)

2017 95%

During the year we continued to enhance our logistic networks
and customer services along the value chain, as we work to help
customers grow their business. This includes a range of
interconnected activities, such as developing solutions that
help consumers shop and customers sell more easily,
expanding our logistic services for senders, and improving our
last-mile solutions for receivers, including return solutions.

For example, we further developed our online platforms, where
we are providing business customers and consumers with a
greater range of products and delivery solutions when they
want to ship their goods. We also added new services and
features to Mijn Post in the PostNL app.

Within our food logistics offering, we expanded our delivery
solutions and enlarged our customer base. For one new
customer, Marley Spoon, we are delivering food ingredients in
our reusable cool boxes, which keeps perishables fresh during
the delivery process.

And as we strive to provide customers and consumers with
more control over their delivery, our option to reroute parcels
before the first delivery attempt continued to prove extremely
popular. It was used 1.7 million times in 2018, up from 0.5
million times in 2017.

In 2018, the annual independent survey carried out by RepTrak
showed that our reputation score remains high, despite a
decrease of two points to 67.7 (2017: 69.7). While our baseline
service levels remained high in 2018, we will continue to focus
on improving the customer experience to increase our
customer value.

This chapter provides more detailed information about how we
create value to our customers.
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Main developments

In addition to customer experience, managing the growth in
e-commerce and securing accessible and reliable postal
services are key priorities for PostNL. In 2018 we saw continued
growth in the parcels market, while mail market volumes
declined as expected. Our focus was on continuing to act as a
reliable business partner for our customers and consumers,
understanding their needs and providing seamless, high quality
and sustainable services. Within our Parcels segment, we
continued to innovate and worked on ensuring our network
capacity and the quality of our services met customer
expectations. Within Mail, we continued to rationalise our
current product portfolio and adjust our networks to the volume
decline. Simultaneously, we keep developing new added-value
services in order to stay a vital player in the market. Providing
customers with services along the entire logistic value chain is
increasingly important as business customers and consumers
look for ways to diversify and broaden their online offerings.

As part of this strategy we chose to streamline a number

of services, such as integrating our direct mail and digital
marketing businesses, while continuing to focus on the
importance of mail in society and developing e-commerce
related services. These included City Logistics, home pick-up
returns and the introduction of additional services in the
PostNL app. We also contributed to one CRM and continued to
expand our online service channels as part of our strategy.

E Shopping and selling

PostNL plays an active role in the first phase of the logistic value
chain. We help our customers by adding delivery options to
their selling propositions, and help consumers by contributing
to a convenient shopping experience. Our aim is to bring
innovative new value propositions to the market.

Platform developments
Online platforms have been embraced by consumers and

continue to create significant changes to traditional business
models. In 2018 we continued to develop our online platforms,
providing business customers and consumers with a

greater range of products and delivery solutions when they
want to ship their goods. One example is our API platform,
which provides customers with a set of application
programming interfaces, or APIs. Online customers, such as
e-tailers, can embed an application in their website and offer
customers our broad selection of delivery options, such as
next-day or evening delivery. Another key platform
development is our digital environment, which led to a growth
of PostNL accounts from 3.3 to 4.4 million during 2018.
Through our website and PostNL app, we offered users with a
broader range of online services in 2018.
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Digital propositions

Another way in which we add value to the first segment of

the logistic value chain is by making use of data. For example,
our new rerouting option for consumers creates valuable data
on favourable delivery options, enabling us to further increase
the value we add to our business partners. Using our dense and
growing retail network, consumers can reroute their parcels to
retail shops close to their homes.

Adeptiv

In 2018 we took the final steps towards integrating our direct
mail and digital marketing businesses Yourzine, Searchresult
and Cendris into a rebranded company, called Adeptiv.

Daan, the digital assistant from PostNL

In 2018 we rolled out Daan, a Dutch-language digital assistant
that aims to answer questions customers might have about
PostNL. For example, where the nearest PostNL location or
post box is, or when will we deliver their package. Users can also
log into their PostNL account and Daan will let them know if
they can change their package’s delivery time or location.

A strong example of artificial intelligence, Daan will learn and
improve as it is used by customers. The system is available for
Android and iOS smartphone users, and is designed to
supplement the PostNL app, website and our customer service
operations.

Mail propositions

PostNL Communication Services

As mail volumes continue to decline, we are working hard on
tailoring the product portfolio of our communication services.
For example, by combining our Direct Mail, Printing on Demand
and Transaction Mail services, we provide customers with a
broad range of services in one location. This is more convenient
and efficient. In 2018 we also began focusing on multichannel
customer communication and customer interaction, and
continued to look for cost efficiencies by rationalising our
physical operations and adjusting our logistic footprint.

Spotta

In 2018, the city of Amsterdam introduced a new opt-in
letterbox sticker system, with residents who want to continue
receiving door-to-door newspapers and advertising material
now having to place a ‘Yes-Yes' sticker on their letterboxes.
Under the old system, printed advertising material could be
delivered to any letterbox without a sticker.

While this form of mail remains both important and well-read,
this move will have an impact on the volume of unaddressed
mail delivered by companies such as Spotta. These volumes are
already under pressure due to digitalisation, and price
competition is fierce. Just like others in the market, Spotta has
lodged an appeal against the introduction of the new sticker
system in Amsterdam, which is due to be heard in courtin
March 2019.
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Consumer propositions

Enhancing digital services

By year-end, 4.4 million people were connected to PostNL via a
digital account and 571,000 users had activated the Mijn Post
option in the PostNL app. This service provides users a
notification and digital preview of the mail that we will deliver to
them that day. We aim to expand our services related to mail
available in the app in 2019 and aim to have 2 million Mijn Post
users by 2020.

For business customers, we introduced the option to interact
with consumers directly through Mijn Post in the PostNL app,
for example by including a link to their web page in the digital
notification. Plein.nl, a personal care e-tailer, was one of the
first customers to use the new service and have been
enthusiastic about the results, with a significant number of
consumers clicking through to visit the Plein.nl website. We also
continued to attract a range of businesses, both large and
small, who look to us to develop smart digital tools that bring
the on- and offline worlds together.

Another popular service is the stamp code, which lets users pay
for a stamp through the app. They receive a nine-digit code
which they can write on the envelope in place of a stamp. In
2018 we sold around 800,000 stamps and our goal for 2019 is
to double these volumes.

In 2018 we also worked with post and media company Hallmark
to launch a service that lets users send a physical photo card
through the mail, which they order through the app. Thousands
of cards have been sent since its introduction at the end of
2018.

[

¥ Logistic services for senders

PostNL provides a wide range of logistics options for senders,
depending on the nature of parcels and mail, time preferences
and services beyond our core delivery process.

Fulfillment solutions
At the front-end of our logistic processes, we help customers by

providing smart fulfillment solutions aimed at creating
efficiency gains in high volume delivery. In 2018 we completed
the implementation of the robotised warehouse fulfilment
service that we introduced at our Houten fulfilment centre in
2017. This scalable system allows us to store and access our
products faster and more reliably than when done by hand, and
gives us greater control over deliveries to the customer and
consumer. By year-end, we were using the new system to fulfil
orders and international returns for a growing number

of e-tailers and platforms. Another area where we have
expanded our services is food fulfillment. These services aim to
reduce steps in the value chain, by combining our fulfillment
capabilities with our delivery networks.
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Time-critical networks

Convenient parcel delivery times

Operating the densest transport network in the Benelux and
utilising its integrated IT platforms, our time-critical network
enables us to provide customers with a choice of delivery
solutions, depending on their individual needs.

Making 40,000 stops per day across the Netherlands, our
time-critical network is also the country’s largest and acts as an
increasingly vital service link for our retail locations, collecting
(first-mile) and delivering (last-mile) for both parcels and mail.
Based on the internal competences of this network we are now
offering customers a number of new and innovative services,
such as delivery from store for two fashion brands, and return
on demand for Zalando. For example, in Rotterdam and
Amsterdam we offer Zalando customers scheduled one-hour
timeslots, where we collect the parcel they want to return
within an hour of them contacting us. This service is available
between 8:00 am and 9:00 pm, Monday to Friday.

PostNL Express

In 2018 we rebranded Valid Express to PostNL Express. The
company provides customers with a highly flexible service
designed to give them maximum control over the time and
place of delivery. This includes guaranteed delivery, priority,
overnight, or same-day courier delivery, specialised delivery of
(confidential) documents and packets and 24/7 availability.

Funeral and medical mail

In our Mail business, we have specific processes to collect, sort
and deliver funeral and medical mail. These products are highly
time critical and our business model is set up in such a way that
we deliver these mail streams within 24 hours of collection, six
days a week. In cooperation with the funeral sector, we
developed a special envelope that lets customers send over 30
funeral cards at once, giving them the confidence that these
important cards will be handled with special care and delivered
on time to the right address.

International
Cross-border delivery services

For our customers in the Netherlands, we offer cross-border
delivery solutions under the PostNL brand. We work
continuously on offering a more convenient and integrated
experience to customers in the Netherlands who have shipping
needs that go beyond our borders, and in 2018 made strong
progress towards reaching our goal of offering one integrated
cross-border e-commerce portfolio. Business customers looking
to export goods of different sizes and weights are now able to
make use of our most popular solutions via one convenient
portal instead of through several different portals. This is an
important improvement over previous years; it unburdens our
exporting business customers and contributes to our aim of
operating as OnePostNL.
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For international customers, we offer cross-border delivery
solutions under the Spring brand. Spring is our international
provider of mail, parcels and return solutions to businesses
worldwide, handling international deliveries across the most
reliable networks. In 2018 the competitive environment re-
mained fierce, especially in Asia, with mail and parcel deliverers
moving into the market. At the same time, low-cost deliverers,
mainly regional postal operators, continued to aggressively
take a share of this market. This put pressure on our margins
and resulted in a drop in performance compared to 2017.

We continued to act as a broker offering solutions across 14
countries. We have local presence in Asia, for example. Our
Asian customer base consists predominantly of e-commerce
platforms and consolidators, combining the large volumes
generated by local sales platforms. In 2018 we further
decentralised the development of our solutions, so that we can
better meet the needs of our customers in Asia. Leveraging our
local presence means we are able to maximize customer value
by tailoring solutions to specific customer needs along their
supply chain. In Europe, we began implementing our advanced
customer-facing shipping platform, which we will further roll
outin 2019. We also extended cooperation with platforms
across the continent to expand our reach. We also began
partnering with the MyParcel.com platform, and together we
are working on rolling the platform out across Europe.

Tailored networks
Many of our customers require highly specialised delivery

options, from transporting perishable or fragile goods, to early
morning or late night deliveries.

Food logistics

We are expanding our logistic solutions in order to meet both
customer expectations and the growth of e-commerce. As part
of this strategy, we continued to expand our food delivery
solutions in 2018, introducing the delivery of groceries, meal
boxes and other fresh food products to customers between
8.00 and 13.00, in a time window of 30 minutes, a service we

offer next to our already existing evening delivery. We currently

deliver for more than 50 food suppliers and continue to grow
the customer base of our food box. Not only does the food box
allow us to transport fresh products at the right temperature, it
can also be reused up to 500 times. One example is Marley
Spoon, an online food supplier, who we began helping with
food deliveriesin 2018.

In Belgium we introduced food delivery seven days a week and
evening delivery five days a week. We also now provide
consumers with a specific delivery window.

During the year we introduced a real-time feature via the
PostNL app that enables users to track the progress of their
food package along the deliverer’s route. This means they can
predict with far greater accuracy when their package will arrive,
creating a more precise delivery window.
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Marley Spoon: growing
together with PostNL

Young, positive and full of ambition. These are the words of
Christian Nauta, Head of Production at Marley Spoon, as he
describes the company’s collaboration with PostNL.

‘PostNL is one of the suppliers that deliver our meals
throughout the Netherlands and Belgium, thanks to their
extensive network,’ he explains. ‘When we asked PostNL if
they could deliver in the morning, they arranged it within a
few months. Great for our clients who want to receive their
food box before they go to work.’

PostNL delivers Marley Spoon’s meals in reusable cool
boxes, which Christian says have a number of advantages.
‘The cool boxes are unique and can keep products such as
meat, fish and cheese sufficiently cool for the trip to the
customer. PostNL worked with Wageningen university to
develop them, and they are a sustainable alternative to
refrigerated transport. The challenge for PostNL is to have
sufficient cool boxes available for the future. The food
market is growing incredibly quickly!

Health logistics

We believe we can add customer value within the changing
health environment using our logistic solutions, and are actively
looking at opportunities to work with other parties to make this
happen. For example, wholesalers selling to hospitals and
pharmacies already deliver pallets to us, which we then split.
The smaller parcels for pharmacies are delivered through our
parcel network, while the pallets are delivered to hospitals
through our cargo network. We also provide hospitals with a
pallet and parcel consolidation service, creating a faster, more
efficient service. Pharma & Care distributes goods which are
temperature-controlled to pharmacies, health centres and
hospitals. In 2018 we continued to develop our delivery
consolidation service for hospitals in the Netherlands, which we
already offer in Belgium. This provides hospitals with a faster,
more efficient service.
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With clever logistics, healthcare will come to you

As much as 70% to 80% of the processes in healthcare are
logistic processes. Patients going from A to B, processes or
goods logistics. ‘The health sector itself takes care of this,
but itis not part of their core tasks’, says Huub Zijlstra, sector
manager Health at PostNL. ‘We can save the patient and

the healthcare sector a lot of time if we separate care from
logistics and services.’

Huub sees several major trends in the healthcare sector.
New technologies and innovations will make more possible.
We also have more data than ever at our disposable. And
patients themselves want to see changes. At present, health-
care is something that ‘happens’ to the patient, but they are
becoming more mature and are demanding more. Patients
are now asking themselves: when do | get a tight grip on my
healthcare process?

To follow these developments, healthcare parties should
enter into new partnerships, says Zijlstra. ‘They don’t have to
figure out everything themselves but can join what is already
there. PostNL can optimise flows to and from the hospital.

In fact, we already do this: we take care of the delivery of
screenings, delivering intake sets to the consumer and the
diagnostic returns to the lab. And we also deliver medical de-
vices at home. Even into people’s homes if they are infirm or
illand need a helping hand. We also deliver medicines to the
patient under controlled conditions, such as at the right tem-
perature and within the required timeframes. So, we already
deliver healthcare at home, but we see room for improve-
ment. Together we can guarantee the quality of healthcare,
while also serving the patient even better.’

( N
In 2018 PostNL started a health team to respond faster and more effectively to changes in the healthcare sector. The
team focusses on four domains: Pharma, Medical devices, Diagnostics and Personal Care. Our current market posi-
tion in healthcare helps us to respond effectively to developments in the market. We offer custom made solutions in
healthcare by combining the different competencies within our networks.

The coming period the team will focus on:
« Realising further growth in home delivery of healthcare products.
« Creating new possibilities for the healthcare consumer to take control over his healthcare processes.
« Building partnerships with healthcare institutions.
« Developing new propositions for the delivery of medication and across-the-threshold services.
\
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Mikropakket

Mikropakket is our high-value goods delivery network, which
specialises in securely transporting goods such as mobile
phones, jewellery, and medicines. During the year the company
consolidated and strengthened the market-leading position it
holds within its chosen segment. We extended several large
existing contracts and securing new customers, for example in
pharmaceuticals and media. It also sees growth potential for
the distribution of e-bike batteries, which are subject to very
strict transport rules.

@Home services
Our ambition within the @Home market is to be the leading

logistics company that delivers and installs for a wide variety of
goods and services. From white goods and electronics to
medical and (garden) furniture, we are developing a broad
range of delivery capabilities, ensuring that we are able to offer
customers the right solution across all of our focus areas.

For retailer Coolblue we introduced a complete shipping and
installation service in 2018, giving consumers the option to
have their new TV, washing machine or fridge installed and set
up as well as being delivered. We also grew JP Haarlem
Delivery, the high-end furniture delivery and assembly
specialist we purchased in 2017, as consumers increasingly
select expert installation services combined with reliable
delivery. Overall, the total number of customer deliveries by
Extra@Home grew by over 15% year-on-year.

E'é Last-mile solutions for receivers
Delivery options made easy
We offer receivers a range of delivery options to a range of

delivery locations, meaning there is always a solution that fits

their needs. For example, they can choose to have their

delivery sent to:

- A physical address

- Aretail location

- A parcel locker

- One of the 800 P.0. box locations we operate across the
country.

Customers having more control over the delivery
Rerouting before the first attempt

We strive to optimise our last-mile parcel delivery by putting
the consumer more in control of the delivery. One example is
the option to reroute parcels before the first delivery attempt,
which enables consumers to change the delivery time and
location of their parcel before the first planned delivery.

Our rerouting service continued to prove extremely popular
across the Netherlands, and was used 1.7 million times in 2018
(2017: 0.5 million).
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Track & Trace

Our Track & Trace service lets senders and receivers track the
status of any registered letter or parcel sent with us, so that
they know when it will be delivered to them.

Change of address services

We want customers to receive their mail without interruption,
whether they go on holiday for a few weeks or move to a new
home. Our change of address and mail forwarding services let
customers choose to have their mail redirected to a new
address for a period of between one week and a year, meaning
their post always knows where they are.

Q(:) Returns

We are expanding our returns services, benefitting customers
by enabling them to expand their service offering and
consumers by making it easier to return online orders. At the
same time, the services increase both the sustainability and the
efficiency of our operations and services. We are also working
with our customers to develop innovative packaging solutions
that are more sustainable and efficient. Below are examples of
services we introduced in 2018, and one that we launched at
the beginning of 2019.

Home pick-up returns

We now offer e-tailers the option to provide consumers with a
home pick-up returns service, making returning goods ordered
online incredibly simple. Consumers can make an appointment
for us to collect their parcel in a two-hour pick-up window, on
the same day or a day of their choice.

Packaging pilot with FuturumShop
In 2018 we began a pilot with FuturumShop, an e-tailer in the

Netherlands, to test the use of reusable packaging. The
specially developed packaging is made of flexible material that
takes the form of the product, reducing the amount of air in the
parcel and thus its size. This results in a more efficient and
sustainable delivery process. And because the packaging can
be reused up to 1,000 times, one piece has the potential to save
over 130 kilogrammes of cardboard. As well as having their
goods delivered more sustainably, consumers benefit by no
longer having to dispose of packing material at home; they can
simply return the reusable pack to the deliverer.

Return packages with the deliverer
At the beginning of 2019 we introduced our latest returns

option in the Netherlands, which lets consumers return their
parcel with a deliverer who is already at the door. As well as
being more convenient for consumers and online shops and
e-tailers, the service is also sustainable as it saves the consumer
from having to make a trip to one of our parcel drop off points.
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7 Operational value

We operate in a dynamic environment. Our Parcels business is taking advantage of the
rapid growth in e-commerce, while our Mail business is managing declining mail
volumes of around 10% year-on-year. At the same time, consumers are increasingly
focused on gaining access to the most convenient delivery options, with shorter
delivery times and greater delivery flexibility. This requires us to continue to focus on
operational excellence while providing deliveries anytime, anywhere.

Operational value Key performance indicators

Manage growth in e-commerce
Volume development parcels
In milfion parcels

2 5 1 (/M 21.5%)

2017: 207

In million letters

2017: 1,994

Key results and highlights

Parcel and mail market developments are influencing our
transition into an e-commerce logistic company. During 2018
we collected, sorted and delivered 21.5% more parcels than in
2017, delivering on average 800,000 parcels daily. To manage
this growth and prepare for future development, we opened
three new parcel sorting and delivery centres. In 2019 we

will also open three new sorting centres. We also expanded our
delivery capacity in Belgium to match the business growth.

The ongoing decline in physical mail being sentled to a10.7%
decline in our mail volumes. As a result, we continued to
restructure our organisation, which included closing down our
sorting centre in The Hague. We also reduced the number of
preparation centres we operate from 44 to 38, and merged our
international parcels and mail sorting centres into one
integrated location, called IMEC, in The Hague. The sorting
centre we vacated in The Hague is now being used for
international PostNL activities.

In 2018 we achieved further cost savings of €48 million, as
expected slightly below our initial guidance of €50 million to
€70 million. These cost savings came primarily from the
reorganisation of our overheads and operational management
at our Mail business. We are also adapting our business model
and will introduce the New mail route in 2019. Our aim is to
achieve significant cost savings through this renewed model
going forward, enabling us to keep pace with volume declines.
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Manage declining mail volumes
Volume development mail

1 9 7 8 1 (¥ 10.7%)

Manage declining mail volumes

Cost savings
In € millions

48 ..

2017: 56

The growth in parcels and decline in mail had a significant
impact on our operations. To help deal with this, we
implemented a number of measures to adjust our collecting,
sorting and delivery capacity and we focused on optimising our
processes and IT effectiveness. One example is streamlining
collection within our time-bound network, which helps us
increase the quality of pick-ups in the narrow time windows we
offer our customers.

To enhance the sorting capacity within our Parcels segment, we
opened new sorting and delivery centres across the Benelux.
And in Mail, we continued to roll out the sorting machine
coding, which adds codes to envelopes, helping us simplify our
preparation process.

We also made strong developments in our delivery capabilities.
For example, we expanded the number of pick-up pointsin
retail locations, and we the introduced the Combibundel, which
enables us to improve the efficiency of our sorting process.

This chapter provides more detailed information about how we
create operational value.
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Main developments

Our Parcels and Mail businesses continue to focus on
adaptability to change and increase operational efficiencies.
These changes and improvements include greater automation,
digital solutions and IT developments. Our aim is to contribute
to a better customer experience, while also saving costs. Our
operational services can be divided in three domains: collect,
sort and deliver. In each of these domains, we made
improvements during 2018.

Collecting

Time-critical networks

Large volumes of parcels and mail are generally delivered by
our customers to our sorting and delivery centres. However, the
collection of smaller volumes is carried out by our time-critical
network (TGN). This network plays an important role in our
business, for example by emptying letter boxes and collecting
parcels from retail locations. We also use TGN's capacity to
deliver parcels and mail to smaller customers, and to make
parcel deliveries in the evenings and on Sundays. In 2018 we
managed to increase the use of our capacity in our car fleet. We
also worked on planning our routes more efficiently, for
example by delivering our collected parcels from small
businesses directly to the Parcel sorting centres.

In 2018, we started testing time frame indication in collection
for 10 business customers. This test provides us insights in the
customer preferences in our communication on pickup times in
our collection, which help to increase our efficiency.

The added value of this network is the ability to integrate
different solutions, meaning we can use our collection and
time-critical delivery capacity to the full, while planning our
routes efficiently. We have started to invest in low emission
alternatives for our cars, for example by using e-cargo bikes
where possible. We plan to further develop our

time-critical network commercially and sustainably.

Increasing our retail network
To keep pace with the growth in e-commerce, and the

increasing numbers of parcels we deliver, in 2018 we opened
more than 200 retail locations in the Netherlands. Our dense
and growing retail network means that consumers can reroute
their parcels to retail shops closer to their homes, making the
delivery process even more convenient.

Sorting

Physical capacity developments

During 2018 we further increased the efficiency of our sorting
and delivery centres within Parcels, and expanded the number
of parcel sorting machines in operation. One example is the
addition of about 4% sorting capacity in our existing sorting
centres by adding sorting lanes. Another example is the
extension of the daily sorting time frame. We also opened three
new sorting and delivery centres, increasing our parcel delivery
capacity. We will continue to grow our capacity to keep pace
with the parcel volume growth.
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In our Mail business, we continued to centralise our mail sorting
centres, reducing the number from six to five. We also closed 6
out of 44 preparation centres. At the same time, we decided to
merge a number of staff functions, achieving greater efficiency
and cost savings. Where possible, we housed other PostNL
activities in the buildings we vacated.

Three new parcel sorting
centersin 2018

Ivo Peeters is a process manager in the new parcel sorting
center in Venlo. Previously, he worked as a driver and a
planner both with Mail and Parcels. The opening of the new
location in Venlo offered Ivo the opportunity to work closer
to home.

Currently, lvo works alternating shifts with six other process
managers, six days of the week. ‘It was really cool when the
first parcels rolled of the belt. We ran trials, of course, but
it's still exiting. | spend a lot of time on the workfloor. The
process is the same as in Son, my previous location. But this
sorting center has eight extra docks. Venlo is also special
because it is close to Germany. Big German customers like
Zalando sometimes deliver fifteen thousand parcels on

one night.’

In 2018 we brought together the processes of Mail, Parcels and
our time-critical network at our sorting and processing centre
on the edge of Amsterdam. This means we can maximise the
efficiency of employees, resources and products. For example,
bike logistics from our time-critical network now makes evening
deliveries for our Parcels business in Amsterdam.

For our international volumes in the Netherlands, we
centralised our IMEC export and import locations from three
centres to one in the Netherlands. IMEC processes mail,
letterbox parcels and parcels. This change has enabled us to
utilise transport and system synergies, helping us reduce costs
and increase quality.
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International mail
and parcels under one roof

For Sami Aissi, team leader Distribution and Transport,

it took some getting used to: a new place of work at the
International Mail & E-commerce Center (IMEC) in The
Hague. IMEC has brought the International Mail units from
Amsterdam and Rotterdam and the International Parcels
sorting center from Amsterdam together under one roof.

Because he has alternating day, evening and night shifts,

Sami still hasn't got to know all of his new colleagues yet.

But that won't take long. ‘Our department is the engine of
the IMEC,’ he says.

Sami and his team have to make sure everybody can get to
work without delays and the drivers can get on the road on
time. ‘Fortunately my team consists of hard workers with
alot of knowledge. Their experience gives me peace and
trust. With these guys we'll be all right!’

Robotics in sorting centres

We began testing a robotic automation project in 2018 in our
parcel sorting centre in Den Hoorn. The project uses a robotic
arm to move parcels from roll containers onto the sorting
machine, increasing efficiency and reducing the physical
impact on workers who have to move the parcels manually. We
also implemented an automatic warehouse in our fulfillment
centre in Houten. This helps us reducing order-pick time and
create efficiencies in our processes.

Product rationalisation mail
In 2018 we further rationalised our product portfolio by

removing a total of 28 services and 54 product codes from our
Mail business, all of which were deemed non-core. Thisis an
example of our focus on costs savings and profitability. By
focusing on core services and products we believe we can add
more value to our customers. For example, we closed our online
printing service shop, although will still process larger print
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orders for customers. We also stopped active sales of services
from PostNL Communication Services and Customer
Excellence. Another service we ended in 2018 is the temporary
storing of customers' mail, for example when they are on
holiday.

Enhancement of coding system (codeerregel)
Over the last few years we have invested strongly in

automatisation, with the aim of increasing delivery quality and
efficiency. In 2018 we continued to roll out the sorting machine
coding (SMC), which adds codes to envelopes. Coding helps us
to simplify our preparation process and introduces more
flexibility when realising delivery route optimisation.

We also invested in machine and deep learning software that
improves the quality of the coding machines, which has
resulted in a significant improvement in the automatic
recognition and correction of addresses. This improves the
quality of our coding and saves costs, as less coding has to be
done manually.

Similar to 2017, we saw little progress on our goal to increase
the automatic sequence sorting. We have implemented this on
our SMK (Sorting Machine Small) and the 65% of our mail
volumes sequence sorted automatically remained stable in
2018. We will start implementing this way of sorting on our
SMX (Sorting machine extra) machinesin 2019 in order to
achieve our goal of 85% by 2020.

Delivering

Adjustment to delivery capacity

During 2018 we continued to hire additional parcel deliverers
and drivers for our large trucks, to keep pace with the growth in
delivery demands. While our delivery capacity has increased,
we continue to face challenges, particularly in peak periods.
Using data steering, we are better able to connect customer
and consumer needs to our delivery options. This has led to a
greater flow of parcels to our retail locations.

Optimise mix of vehicles

We continuously review how we can improve our delivery
methods. Given the different locations we deliver to, from city
centres to rural areas, we do not have a one-size-fits-all delivery
model. In 2018 we continued to increase the number of e-cargo
bikes we use, while reducing the number of vans. Not only does
this improve our own efficiency by cutting costs, it also helps us
minimise our environmental impact and contributes to a more
liveable society.

Introduction of Combibundel
In 2018 we began rolling out the Combibundel, which involves

sorting mail into two separate bundles: one containing small
items of mail and one with larger items. This creates a more
efficient sorting process as we no longer have to combine small
and large mail items in the sorting centres. We continue to work
with deliverers to develop different ways to make the delivery
process more efficient. In 2018 we also worked with the works
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council of production, and improved the way we
communicate with our employees, to help create greater
acceptance of the Combibundel among deliverers.

While delays to the roll out of both the coding system and the
Combibundel in 2018 meant we were not able to achieve the
cost savings we had anticipated, we now expect both programs
to be fully rolled out by the middle of 2019. This will help us
continue to target cost savings and efficiencies, with the coding
improvements and the Combibundel vital to the success of our
new delivery model, New mail route. This model will result in
the mail being available sooner and longer routes for our
deliverers.

The Combibundel is one
of those measures that
keep the company healthy

In September 2017, PostNL introduced the Combibundel.
Mail deliverer Gert van Manen from Veenendaal partici-
pated in the test phase.

‘For us the Combibundel means we have to deliver the mail
from two different bundles: one with small items of mail
from the sorting machine and one with the rest of the mail,’
he says. ‘It took me some time to get used to it. Untying the
bundles and putting them in the mail vest | use are extra
tasks for me. Allin all, it took me a ot longer in the begin-
ning, but now it's okay. | find working with the mail vest

easier.’

Gert understands why PostNL needs to find ways to save
costs. ‘If you look back over the fourteen years that | have
worked at PostNL and see the speed with which mail vol-
umes have declined, you can't avoid these changes. Here in
Veenendaal we were anxious, | must admit. It was another
change on top of all the other changes. But now you no
longer hear anybody complaining. It has become normal.’
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Predict delivery success rate
Using artificial intelligence (Al), we continued to fine-tune

algorithms that help us better predict when a second delivery
attempt will be successful. Greater success increases customer
satisfaction, and cuts our journey times and costs. Al also helps
us better predict the capacity of retail locations, enabling us to
reroute parcels to other locations and use capacity more
efficiently.

Expanding our operational services
We introduced time-frame indication in the PostNL app for

Belgium-based consumers and we will focus on continuously
improving this service to increase our delivery quality and
operational efficiency. The option to reroute a parcel before the
first delivery attempt is also aimed at increasing the hit-rate of
our parcel delivery.

Developing retail locations
One aspect of our focus on customer experience is to provide

consumers with a greater range of options to pick up their
parcels close to their homes. This is why we increased the
number of pick-up points in retail locations to more than 3,200
from 3,000 in 2017, highlighting how we work to strengthen our
infrastructure. We also continued to develop our "Scan & Go"
service at retail locations for customers who prepared their
parcels online. Customers can scan the parcel code they have
generated on their app, print the label and drop off the parcel.
And we continued to develop our self-service parcel lockers,
which let consumers pick up parcels at various locations across
the country.

Self-management
In 2018 we introduced an initiative called self-management,

which provides mail deliverers with greater choice over their
work. Deliverers can now select additional delivery routes
through their work app, based on an overview of available
routes. This provides deliverers with greater choice over their
own workload. It also creates greater efficiency as the planning
and selection of routes becomes faster. The new system was
developed with direct input from deliverers and is a good
example of more agile working within PostNL. Going forward,
employees will increasingly be in control of their own work and
will make greater use of digital resources.

Responding to increase in traffic congestion
The rapid growth of e-commerce, in combination with the rise

of urbanisation, will lead to a sharp rise in the number of parcels
being delivered. With the majority of parcels being delivered by
van to cities and urban areas, continuous growth will quickly
lead to serious traffic congestion issues. Many of our vans now
run on biogas or electricity, and we are continuing to grow their
numbers. While those that run on diesel or petrol do produce
emissions such as greenhouse gases (GHG), NOx and PM1o, we
are continuing to reduce their number within our fleet.
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PostNL has been experimenting with new types of vehicles,
such as e-cargo bikes and electric vans for our last-mile delivery.
Tackling congestion issues will require a multi-stakeholder
approach however. In 2018 we launched a company-wide
program called City Logistics, with the aim of leading the
debate about the future of logistics in cities, thereby developing
solutions in cooperation with stakeholders. More on City
Logistics can be found in chapter 9: Environmental value.

Delivering successfully over the Sinterklaas and
Christmas peak period
We again processed extremely high seasonal parcel volumes

during the last two months of the year. We successfully
delivered tens of million parcels over the course of November
and December. The week between Black Friday (the fourth
Friday in November) and Sinterklaas (5 December) and the
weeks between Sinterklaas and Christmas showed the highest
volume peaks. On our highest peak day, we delivered 1.4 million
parcels.

PostNL Driving transition | 7 Operational value

32

Well prepared for
the December peak

Natalie Abels is program manager SKNJ (PostNL's name
for the period from Black Friday till early January) at the
Parcels division. And PostNL delivers so many parcels
during this period, that Natalie begins preparing for the
company’s busiest period in the spring.

And her biggest challenge? Finding sufficient people,

she explains. ‘The machines have sufficient sorting
capacity, but that is useless without drivers and deliverers.
Together with our customers we find smart ways to spread
the peak moments, for example by encouraging consumers
to order in time.

Fortunately, in 2018 we opened three new parcel sorting
centers, which allowed us to better spread the workload.
But you cannot prepare for everything. One day you think
everything is under control, the day after it starts to snow
heavily. Then we immediately have to adjust. It is

exciting and hard work, for everybody. Even colleagues
from headquarters help out. Although challenging,

for most colleagues it remains the best time of the year!’



8 Social value

The markets PostNL operates in are changing rapidly, impacting everyone who works
for or with us. We aim to be a responsible employer that empowers our people to
realise their full potential and feel they can make a difference to our customers. And
we value our social impact, from the role we play providing accessible and reliable
postal services, through to employing approximately 38,000 people.

g Social value Key performance indicators

Empowered people
Employee engagement

65% (N-2)

2017: 67%

Empowered people

2017: 86%

Key results and highlights

With 37,785 employees, PostNL is a large employer in the
Netherlands. On average our own employees make up around
75% of our total workforce. We deliver quality services to every
street and every house across the country, every week of

the year. Quality that our customers trust the people of PostNL
to deliver, which is why it is vital that our people feel
empowered to make a difference.

We currently measure our employee engagement annually. In
2018 we were unable to improve our employee engagement
score, with this key performance indicator dropping two
percentage points to 65%. Our other key performance
indicator, employee loyalty, increased by two percentage
points, with 88% of our employees indicating that they expect
to stay with PostNL. The response rate also increased, to 62%
in 2018 from 60% in 2017. These results indicate that our
employees are not only critical but also loyal to us as an
employer.

The main reasons for the decrease in employee engagement
relate to capacity planning and work pressure. Based on this
feedback, we launched several initiatives to improve our
performance, which we will measure again in the second
quarter of 2019. The results of our survey also showed that, in
general, our employees like their work and are particularly
positive about their working relationship with direct colleagues
and managers.

We also made advances across a number of otherimportant
areas. For example, we made strong progress with internal
mobility and our employability policy, which means people
from within PostNL can more easily switch between business
units, without losing seniority.
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Employee loyalty

88% ..

We also published our diversity and inclusion policy built on six
elements. We focus on creating a work environment in which
everyone feels safe and is provided with development
opportunities to maximise their potential. We stimulate
diversity in age, gender, ethnic background, sexual preference
and distance to the labour market, and recognise that diversity
in mindset and abilities is crucial to succeed as a company.

And within Mail, we worked closely with the works council to
develop the New mail route, which we will introduce during the
course of 2019. This will enable us to provide a large number of
our employees with additional contractual hours, securing their
job and income for as long as possible.

This chapter provides more detailed information about how we
create value to our people.
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Main developments

Our people

PostNL provides direct and indirect employment to around
50,000 people. 90% of our people is directly of indirectly
employed via alabour contact and PostNL directly employs
around 38,000 people. We have a clear strategy to help our
employees develop and feel empowered within the companuy.
We also provide indirect employment through contracted
partners. This large group of approximately 12,000 people on
average are parcel deliverers, other drivers, sorting employees
from contractors and temporary workers. These provide us with
flexibility to deal with our seasonal businesses. In peak periods,
we scale up our own employees, attract temporary workers and
scale up through our partners. PostNL also employs a relatively
large group of people with a distance to the labour market. We
aim to provide favourable work conditions for our entire
workforce. For our indirect workforce we aim to provide fair
compensation, attractive work packages as well as a safe and
pleasant work environment, while for our people we also focus
on diversity and development. On 19 February 2019, we
announced that we are going to make the switch from
outsourcing sorting processes through contracting to hiring
temporary workers. We will start phasing out our contracting
model in 2019.

Our priority is on four areas:

- Managing personnel capacity
- Making connections

- Remaining healthy

- Realising change.

In addition to these four areas, PostNL continues to focus on
improving its human resources support function with simple,
efficient processes and easy accessibility to analytics and
information.

Managing personnel capacity

In a high volume, growing logistics business, effective staffing
and planning is a key success factor. The tight labour market
and organisational changes within the company contribute to a
complex and intense staffing and planning exercise, which
needs to be managed under acute work pressure. Work and
personnel planning, targeted recruitment, employee
onboarding, retention and continuous improvement based on
employee feedback are key to ensure we can deliver what we
promise our customers.

Finding the right people in a tight labour market
During 2018, our number of FTEs slightly decreased by 1.8%.

Within Parcels we managed to grow our FTE number by 18%,
while FTEs in Mail fell by 8%.

Keeping up with the 21.5% growth in parcel volumes was a
huge challenge, due primarily to the lowest employment rate in
10 years. Despite this, we hired around 100 truck drivers and
300 parcel deliverers in the fourth quarter of 2018 as a result of
intensified, targeted recruitment campaigns.
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The decline in mail volumes requires PostNL to continuously
optimise its business model. Restructuring is a key element in
this optimisation, which impacts our people. For example,
employees experience changes to their work and may feel
uncertain about the future. Many employees in our Mail
business have part-time contracts, and it is relatively easy for
employees to switch jobs in the current labour market. This is
one of the reasons why we continued to focus on internal
mobility in 2018, which gives employees the chance to move to
anew job between our business segments.

Employer branding
instead of job selling

Like many companies in the Netherlands, PostNL had to
deal with a very tight labour market in 2018. Willemijn Kaal
helped develop a campaign that wasn't so much aimed at
selling jobs, but rather at selling the company.

‘We have to compete with companies that offer similar
jobs, sometimes with better conditions, so we can't get
away with simply recruiting delivers,” Willemijn says. ‘We
have to explain why it's worthwhile working for PostNL.
What kind of company do you become a part of? The goal
is to make people consciously choose for PostNL, because
they feel they fit in. They want to play for our team not only
because we are the biggest, but because they agree with
what we stand for.’

And this is valid not just for the operational positions,
explains Willemijn. ‘We see that there is still a gap between
the operations and the office. By formulating a clear
employer brand, we also connect the different work fields
within the company, from the deliverer in the street to the
manager in an office. Eventually, everybody who works at
PostNL feels part of the same organisation, and under-
stands that we all have to work together.’
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Manage employee turnover
We faced challenging company-wide turnover rates, especially

among new employees. This was due to a variety of reasons,
including improvements needed in the onboarding practice and
the competitive labour market.

To better retain the people we hire, especially in the first few
months of employment, we began implementing initiatives
that help get employees off to a good start at the company. For
example, we are paying more attention to welcoming people
on their first day, facilitating onboarding, training mentors at
our sorting and delivery centres, as well as focusing on building
up the workload slowly in the first few weeks. We believe that
greater personal attention will lead to higher employee
engagement and retention.

Creating more trust
between coworkers in the
parcel sorting centers

At our Parcels business, we have been running a program
called With confidence into the future, which uses training
sessions to increase trust, engagement and collaboration.
Femke de Vries was responsible for the program until 2018.

‘This culture program is aimed at the most important link
within our logistics network: the people who work for and
with us,’ she says. ‘To be able to work well together, trust
is key. You give trust, which is why it is so important that
management is the first to set a good example.’

The result of the training sessions is very clear, explains
depot manager Peter van Rijn, who participated. ‘Within
our sorting center we have created a safer working environ-
ment, where you are allowed to make mistakes. And we
now also make sure employees see their manager more
often.’
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Making connections

The majority of our people have task-oriented jobs, with our
drivers and deliverers required to carry out their duties
primarily on their own. At the same time, our deliverers are the
face of PostNL in every street, every day, and they are the ones
who experience the effects of changes to our processes and
systems. Listening to our people and paying them the right
level of attention is vital if we are to learn as an organisation,
and help them feel engaged and appreciated.

Employee engagement

As mentioned in our key results section, employee engagement
decreased while employee loyalty increased slightly compared
to 2017. Positive feedback was related to customer focus, clear
expectations and innovation. We continue to be impacted by
the tight labour market, which creates a shortage of available
labour. Going forward, areas forimprovement mainly relate to
clear choices, accepting mistakes and collaboration between
departments.

Due to the rapid change of our organisation, we are also
evaluating the way we measure the engagement of our
employees. For 2019, we have decided to change the way we
ask our people for feedback. We are also changing our external
service provider helping us to measure and improve our
employee engagement. We will update our measurement
method and also increase the frequency of our survey in order
to enable better follow up on the results.

A crucial pre-condition for providing feedback is trust. People
need to feel safe when voicing their opinion and trust that the
feedback they give will not impact them negatively. In 2018, we
introduced dialogue sessions with teams at all levels within our
business to discuss trust and the behaviour that builds trust.
These sessions were very positively received, and have led to a
number of action points.

Collaboration barometer delivery partners

Since 2015, PostNL has annually evaluated collaboration
between delivery partners and our parcel deliverers to identify
improvement areas. In 2018, 43% of our delivery partners and
almost 36% of their deliverers took part in the survey.

The results showed that 51% of the delivery partners and 63%
of the parcel deliverers are (highly) satisfied with the
collaboration with PostNL. The main areas for improvement
relate to communication and discussions (primarily on routes
and compensation), workload and process improvements.

Workload
We learned from round table discussions with our employees

that workload relates to five main themes: managing personnel
capacity, effectiveness and user-friendliness of systems,
communication, collaboration between departments and
implementing changes. Increased workload is an important
topic for our employees and PostNL values the openness of our
employees in the discussions. During 2018, PostNL
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commenced improvement initiatives on all five themes, both in
our Parcels and Mail businesses.

An example of improvements we implemented in 2018 is
ordering 500 new air-conditioned vans, which makes driving in
hot weather more convenient. We also started paying closer
attention to when employees take a break, ensuring that they
take rest periods during their work day. Furthermore, we
introduced communication screens and a complaints hotline in
all our sorting and delivery centres.

Within Mail we actively looked for opportunities to increase
contractual hours on a voluntary basis for employees with
small, part-time contracts. Deliverers can now select an
additional route through our app if they wish to increase the
number of hours they work.

Building a diverse and inclusive workforce
PostNL strives to build a workforce which represents society.

With around 120 nationalities represented in our workforce,
PostNL is a multicultural company. Diversity and inclusion is
important for PostNL, as well as our customers and other stake-
holders. It creates more perspectives in our discussions, impro-
ves the decisions we make and generates ideas for new services
we introduce. Ultimately, it makes our business stronger.

In 2018, we published our diversity and inclusion policy built on
six elements. We focus on creating a work environment where
everyone feels safe and is provided with development opportu-
nities to maximize their potential. PostNL stimulates diversity in
age, gender, ethnic background, sexual preference and dist-
ance to the labour market because we recognise that diversity
in mindset and abilities is crucial to succeed as a company.
Every three years PostNL holds a diversity survey, and we
define follow up actions accordingly. In addition, PostNL
finances scientific research into diversity and inclusion at the
VU Amsterdam, and uses the factual results to define specific
improvement areas. We use these to provide new insights to
our employees on cultural resilience.

Each year we train around 1,000 people across the company on
how to interact and behave in a multicultural environment. This
enables our people to make PostNL a pleasant place to work.
When we identify intercultural issues, internal specialists work
on a case-by-case basis to address them. PostNL works
continuously on specific actions across all six elements of its
diversity and inclusion policy to optimise the capabilities of our
workforce to operate in a multicultural and diverse society. We
also look at multicultural diversity through our mobility
programs and management development programs, with the
aim of attracting more multicultural talent and better aligning
the recruitment for our traineeships.

At the end of 2018, 48.5% of our workforce was female. PostNL
offers equal opportunities for all employees. However, with
only 21% of management positions held by women, we believe
there is still progress to be made. Developing leadership within
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an organisation takes time. This is why we believe in focusing
on diversity and inclusion, and understand that developing
talent at lower levels of the organisation helps shape a more
diverse management structure for the future. We continued to
identify talent with multicultural backgrounds to help these
employees move into leadership positions within the companuy.
Through our partnership with the Agora network, we also
promote internal cultural diversity within PostNL. In addition,
we help women in the (sub)top of our organisation with a
mentoring program called Women Inclusion Network (WIN),
providing them with the opportunity to expand their
professional network.

PostNL is recognised in 2018 by the Social Economic Council
(SER) as one of the best practice companies on cultural
diversity. We are proud of this independent external
recognition which motivates us to proceed with our strategy.

Labour conditions

Collective labour agreements

PostNL agrees on labour conditions with trade unions in three
different collective labour agreements (CLA): Mail deliverers,
Saturday deliverers and other PostNL employees (PostNL). In
addition to the CLAs, PostNL has also agreed on a Social Plan
with all trade unions. This came into force in 2016 and expires
at the end of 2020. In 2018 PostNL agreed with the trade
unions on a new CLA for mail deliverers, applicable till 30
September 2019. Since November 2018, we have also been
negotiating the new PostNL CLA, and in early 2019 we signed a
principle agreement with three of the four trade unions.
Unfortunately, the fourth trade union disagrees with the
proposed improvement for our employees. In February, all
trade union members have the opportunity to vote about this
agreement.

PostNL values its relationships with trade unions and aims to
agree on new CLAs during the course of 2019 for all employees.

Relations with delivery partners and contracting parties

The main discussion topics with delivery partners in 2018 was
on parcel delivery rates and correct payment of their
employees. Our contracting model is being challenged by one
trade union. PostNL defines the principles for its tariffs
annually. These principles form the starting point for

contract discussions with delivery partners. For the Labour
Market Fraud (Bogus Schemes) Act (Wet Aanpak
Schijnconstructies), we are ultimately responsible for the fair
payment of delivery partners’ employees. These partners must
demonstrate to us that they make fair payment to their
employees, and our policy is to exclude delivery partners who
breach this regulation.

Developing our people

At PostNL we believe that ownership and curiosity is the engine
for learning and performing. Our People Development function
advises the business on individual and collective development
opportunities. We develop initiatives in co-creation with the
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businesses to stimulate and support learning and performance
improvement in line with the critical transformation needs
within the company. In 2018, the main elements were agile
working, customer experience and digital transformation.

In 2018, PostNL changed its approach to the development of
learning from a centrally-developed curriculum to a model
where the business has more control, based on their individual
needs. PostNL offers learning and development opportunities
for employees at all levels of the organisation, and for all skill
sets. For example, we offer language training, logistics college
education programs and leadership programs.

To help secure people’s employability, over the last few years
we have created a learning environment. We currently offer our
people a variety of online development opportunities, which
are designed in such a way that employees are able to utilise
them anytime and anyplace. This will align with the broader
change across society where people increasingly use online
platforms and apps that give them greater control over their
lives. This dedicated online environment, ‘Mijn Leerplein’, offers
content from third-party knowledge providers, meaning we
have a broader range of training courses on offer.

Managing personal capabilities and potential
PostNL values talent management as a success factor for the

continuity of our business. Our annual talent review process is
the basis of our leadership and talent management approach. It
addresses the performance and potential of our employees on
an individual level. Focusing on talent management enables us
to retain talent and identify areas to attract (more) talent. After
identifying our talent, we develop them and challenge themin
new jobs and roles, while planning ahead for the needs of key
positions. An example of pipeline development is our
talent-pool for logictics talent. PostNL also runs traineeships to
attract potential new leadership talent. During 2018, PostNL
employed 91 trainees of which 38 took on a new job within
PostNL and 53 will continue the program in 2019.

Performance management
PostNL would like its people to feel engaged and empowered to

grow. We use performance management to help monitor the
development of our employees. Currently, this is based on an
annual cycle, including the preparation of a personal
development plan, mid-term review and an annual
performance appraisal.

The introduction of more agile ways of working leads to a
change in working methods. PostNL plans to change its
performance management approach as from 2019, with the
aim of implementing a more collaborative and transparent
process of continuous dialogue and feedback. For example, in
2018 we introduced a Feedback on Behaviour initiative among
60 senior managers. And in January 2019, we began a pilot with
around 200 employees from different business units, and we
will use the results to optimise our approach during 2019. The
objective of the new Performance Management approach is to
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engage our people more in this process, and to improve
performance by paying more attention to their potential.

Remain healthy

Healthy employees are central to a well-functioning company,
as this increases employee satisfaction and productivity.
Providing a safe work environment is an important
pre-condition. The absenteeism rate and lost-time accidents
(LTA) rate are relevant metrics we use externally to measure
the health and safety of our people. At the beginning of 2018,
absenteeism went up. This upward trend began towards the
end of the third quarter of 2017. We identified a number of root
causes for the increase, and how we can tackle them. This
includes giving more attention to our employees, and
improving working conditions in our parcel sorting and delivery
centres. Another improvement area is focusing on alternative
tasks ill employees are able to carry out during their recovery.
Finally, we need to help those employees that call in sick more
frequently than expected, by constructively discussing the risk
of long-term illness and the support we can offer them to
remain healthy.

During 2018 we implemented a number of initiatives to reverse
this absenteeism trend. One example is providing training to
our operational managers in the prevention of absenteeism. In
addition, we built awareness among our managers about the
role they play in preventing absenteeism, and we provided
tools to enable them to discuss potential long-termiillness in an
adequate manner. We also hired dedicated case managers to
support our businesses in helping ill employees and to coord-
inate our processes around registration and follow up on
absences.

While our overall 2018 absenteeism results are still higher than
2017 (5.9% compared to 5.2%), we see signs that our actions
are having a positive impact. The monthly figures as from the
second half of 2018 improved with absenteeism overall lower in
the fourth quarter compared to 2017, and we aim to continue
our effortsin 2019 to decrease absenteeism. Our Lost time
accidents rate decreased from 3.1% to 2.3%. Our efforts to
reduce the number of accidents caused by scooters has had its
effect. While this indicator provides some insights, we are
evaluating our safety indicators for 2019 onwards. Despite our
focus on safety, we regret the fact that PostNL was involved in
two occupational fatal accidents. These cases relate to people
working for delivery partners who were involved in traffic
accidents.

Realising change

Opening of sorting and delivery centres within Parcels
segment

When we open a new parcel depot, it has an impact on the

people working for PostNL. The workforce in the new sorting
and delivery centres is made up of new hires and experienced
people. We also look for ways to optimise our logistics
processes, which means current routes can be partly or wholly
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moved to a new depot. People are given the choice to stay or to
move to the new depot. We consider the impact on our people
carefully when opening new sorting and delivery centres and
apply a phased build-up to manage the impact on our people
and operations.

Mail deliverer becomes parcel
deliverer

llona Goossen-Vissers made the switch from our Mail busi-
ness to our Parcels business. She had been delivering mail
by scooter since 2016, but now works delivering parcels in
Breda. ‘Delivering mail by scooter was a good job and we
had a very nice team. But | worked 15 hours spread over
five days. | have two daughters, Nina is 7 and Emmais 2.
When | work, my mother babysits. At Parcels, | can work
24 hours spread over three days. And | have Saturdays off
every other week. Besides, Parcels is the future.

‘| was able to keep my fixed contract when | switched roles
and had a few days of on-the-job training before | started.
I don't have a fixed route yet, so | sometimes need to look
a bit harder to find an address. And if | get an early shift, |
have to ask my mother to take my daughter to school. But
it's worthit. ‘Il do notice that parcel delivers aren't treated
with a lot of respect. If I'm five minutes late, customers will
tell you. But | am also a steward at soccer club NAC, so |
know how to respond when people become vocal.’

Giving parcel deliverers more control of planning
Until 2018, route planning was developed based on delivery
time and order. However, during the evaluation of operational
performance, we noted our deliverers were experiencing diffic-
ulties in meeting the delivery time-window given to recipients.
To tackle this, towards the end of 2018 we introduced changes
to our route planning. While we still suggest a route, each
deliverer can now change the delivery order themselves. This
gives them more freedom and improves delivery quality.

Focus on internal mobility
During the year we paid more attention to the internal mobility
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of our people, in particular those colleagues in Mail whose work
isimpacted by volume decline. The approach was effective,
with only a small number of employees unable to find a new
opportunity internally. For example, we managed to relocate
employees from the preparation locations we closed in 2018.
With the opening of the IMEC, we also successfully relocated
employees from the old international mail and parcels sorting
centres on a voluntary basis. A key element in our approach is
to focus on careful communication about the reasoning behind
changes in our organisation. As a result of the strong growth
across parts of our business, new interesting positions are
opening up. This is one of the reasons we activily stimulated
voluntary internal mobility through internal recruitment
campaigns.

Human Rights

At PostNL, respect for human rights is an important
pre-condition to be a sustainable company and good employer.
PostNL is committed to protect and advance Human Rights and
works vigorously to protect people against infringements of
Human Rights in its operations. We respect ILO’s Declaration on
Fundamental Principles and Rights at Work and particularly
endorse the UN Guiding Principles on Business and Human
Rights. In 2018, we published a group policy on human rights in
which we describe the measures safeguarding relevant human
rights aspects. The table below shows which human rights
articles as defined in the Universal Declaraton of Human Rights
of the United Nations are covered by our policy. Based on our
risk assessment (see chapter 14), human rights have not been
identified as significant risk and we did not identify a
meaningful performance indicator. We evaluate our human
rights policies qualitatively. We plan to carry our an assessment
in 2019 to identify any potential improvement areas to our
current policies and mechanisms.

Human rights in our policy

Elements of PostNL
Group Human Rights
Policy

Subject covered reference to UDHR

Stimulate trade union and work
council participation; work
conditions; equal opportunities;

Collective labour
agreements

Business principles

PostNL Group Statement
on Slavery and Human
Trafficking

PostNL Procurement
policy

Diversity & Inclusion Policy

PostNL pride network

Woman Inclusion Network
OHSAS 18001 certification

Complaints and support
processes
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remuneration; working hours and
rest;

Slavery; Diversity

Slavery

Freedom of association, work
conditions; equal opportunities;
remuneration; working hours and
rest;

Freedom of thought, conscience
and religion; equal opportunities

Stimulate LGBT acceptance

Support women in equal
opportunities

Work conditions

Freedom of opinion and expression

Art. 20; Art. 23.1; Art.
23.2; Art. 23.3; Art. 24

Art. 4; Art. 18

Art. 4

Art. 20; Art. 23.1; Art.
23.2; Art. 23.3; Art. 24

Art. 18; Art. 23.2
Art. 18

article 18
Art.23.1

Art. 19



Our contribution to a liveable society

As a large company with deep roots in society, we believe in
giving something back in addition to our business activities.
Our sponsorship policy aims to help those people who need
extra support to stay connected with society. And sponsor-
ship also means we can provide our employees with an
opportunity to give greater meaning to their jobs and make
closer connections with society. We choose initiatives where
we can add value with pro bono services. Our employees
spend time on a voluntary basis and we donate the use of our
materials, equipment and networks.

Jarige Job Foundation

Stichting Jarige Job is a foundation that helps more than
60,000 childrenin the Netherlands who are unable to cele-
brate their birthday because there is no money or not enough
money at home. The foundation prepares birthday gift boxes
for these children to surprise them on their birthday. PostNL
delivers these giftboxes free of charge and also helps the
foundation with the collection of unused Christmas presents
donated by our employees.
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National Elderly Fund

The National Elderly Fund estimates that around one million
elderly people feel lonely and that around 200,000 of these
are alone during Christmas. One of the fund’s initiatives is to
give these people attention during the festive season. For the
Elderly Fund, PostNL delivers a free Christmas card to more
than 6 million households and asked everyone to send this
card to a special someone who deserves a little extra atten-
tion.

King games

In 2018, PostNL delivered food packages for the King Games
to all participating schools for the fifth year in a row.

We enable schools in the Netherlands and the Caribbean

to participate in this sports event by sending parcels and
promoting health. This is possible by partnering with the
Foundation for Dutch Education Abroad and the King Games
organisation. In 2018, we delivered 6,000 food packages.
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9 Environmental value

As a logistics service provider, we are aware of the impact we have on the
environment. Because we deliver to every street in the Netherlands and Belgium, our
objective is to develop innovative solutions to help us reduce our environmental
impact. We want to be the most sustainable player in our sector in the markets and
countries in which we operate, with emission-free last-mile delivery across the
Benelux by 2030. To help achieve this, we are working with our employees, our
customers, our partners and our suppliers to make the supply chain more sustainable.
Benefitting us, benefitting them and benefitting the environment.

P\, Environmental value Key performance indicators

=

Emission free delivery
CO0: efficiency index

Relative emissions compared to base year 2007

3 8 06 (N 4%)

2017. 40.2

Key results and highlights

In October 2018 we announced long-term goals to deliver
emission-free in 25 Dutch city centres by 2025, and deliver
emission-free in the last-mile throughout the Benelux by 2030.
This includes greenhouse gas emissions, NOx and PMio.
Innovation and efficiency, green kilometres and sustainable
buildings are the areas we will focus on to achieve these goals.
We will start reporting about the progress on these long term
goals in our Annual Report 2019.

During the year, we improved our CO: efficiency by 4%
compared to 2017. Since 2007, PostNL has reduced its relative
emissions for scope 1 and 2 combined by 61.4%.

The reduction of mail sorting and preparation locations has
helped us become more efficient and further cut our energy
use. Using heat pumps instead of gas in our Parcels sorting
centres is an example of how we have further reduced our
emissions. We also concentrated on innovation and efficiency,
for example by developing a smart packaging solution with
Futurumshop. This cuts waste and also contributes to lower CO:
emissions.

Continuous investment in cleaner vehicles has helped reduce
emissions from our fleet, and in 2018 we continued replacing
diesel vans with cleaner alternatives, for example biogas vans
or, where feasible, e-cargo bikes. We also introduced electric
vans and installed power chargers at our new parcel centre in
Amsterdam. And the first trucks using liquefied natural gas
(LNG) were introduced. We will continue to increase the
number of electric and low-emission trucks and vans we use to

PostNL Driving transition | 9 Environmental value

collect and deliver mail and parcels.

We built new parcel sorting and delivery centres that conform
to the highest energy-efficiency standards, for example by
installing solar panels. Our focus on sustainable buildings
resulted in our three new sorting and delivery centres in the
Netherlands being built in accordance with the BREEAM
Outstanding classification. And our environmental
management system is ISO 14001 certified and helps us remain
focused on continuously evaluating and further reducing our
environmental impact.

In 2018 PostNL started to set new science-based targets (SBT)
on emission reduction towards 2030. Our aim is to reduce our
total absolute direct (scope 1) and energy indirect (scope 2)
emissions by 60% compared to 2017. Our ambition on absolute
reduction of all our emissions, including these of subcontractors
(scope 3), is 18%. These targets are based on volume growth in
our Parcels business. In addition to absolute targets, we strive
to reduce our relative combined scope 1 and 2 emissions in CO2
per kilometre by 80%.

We expect these targets to be validated by the SBT initiative on
short notice. We expect to make some scope changes in our
emissions reporting and we will report on SBT progress for the
first time in the 2019 annual report.

This chapter provides more detailed information about how we
create environmental value.
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Main developments

PostNL designed and implemented an environmental
management system in almost all its locations, which is
certified under ISO 14001. This helps us to approach
environmental management systematically and focus on
continuous improvement. In 2018 we were recognised by the
Carbon Disclosure Project (CDP) for the progress we have
made. Based on an independent assessment, PostNL was rated
A-in 2018 (2017: B) and we are now close to the highest rating
possible.

The Big challenge: Growth and green
Environmentally, the world faces a huge challenge. In line with
the Paris Climate Agreement, the world’s temperatures should
stay within a maximum of a two degree increase by 2050. The
Netherlands has committed to this agreement, setting a goal to
reduce CO2 by 49% by 2030 and be almost COz neutral by 2050.
We realise that PostNL, as a postal and logistics company, has
an important impact on COz2 emission. That is why we have
committed to reducing our COz emissions by 55% by 2020
compared to 2007 and by 78% by 2030. In order to push
further reduction measures, we aim to apply internal carbon
prices in our (strategic) investment decisions in the near future.

Innovation and efficiency

Our goal is to increase the efficiency of deliveries along our
entire supply chain, helping to cut unnecessary mileage. We
achieve this primarily through better cooperation in the chain.
One example is by bundling shipments together so that a
deliverer can pick up and deliver everything along one route.

Smart packaging

In many cases, parcels sent by our customers contain a lot of
air. In addition, most packages are disposable. PostNL
identified opportunities to manage packages more efficiently.
We are in discussions with large customers about how they can
remove air from their parcels by using smaller packages. This
saves space in delivery vans, and at the same time CO2
emissions during delivery and waste treatment. We will
continue this initiative in 2019 and aim to achieve tangible
results.

As mentioned in the Customer value chapter, the pilot with
Futurum Shop also contributes to lower COz emissions and is a
good example of a smart holistic approach to add value in
different domains.

Contribute to a more circular economy

With thousands of vans returning empty from their delivery
route, PostNL has the capacity to fill these with return
packages. While this part of the value chain is still in its infancy,
we began to see some traction in 2018 and we want to further
develop this area in the near future. The first concrete example
is the KPN Circulair Manifest we signed in 2018. We are
developing a service to take back old KPN equipment when we
deliver new products on behalf of KPN. Returning old devices to
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KPN enables our customers to source materials from used
products which contributes to the circular economy.

Funding innovation

The share of energy consumed by PostNL from renewable
sources is growing and we plan to increase this share in the
near future. However, we also take responsibility for our
remaining COz emissions from fossil fuel sources. Together with
our customers, we run a program called "Green post". The
programme lets customers compensate the CO2 emissions
generated by the post they send. The money is then donated
to sustainable projects aimed at supporting innovation in
renewable energy generation. PostNL has doubled the €25,000
that customers invested in the program to €50,000. All these
projects have the Gold Standard-quality standard.

For the electricity PostNL purchases, we offset our CO:
emissions through purchasing and retiring guarantees of origin.
Our investment supports the development in renewable energy
generation, such as wind energy.

Green kilometres

We aim to make each kilometre we travel as efficient and
sustainable as possible. As e-commerce continues to drive the
growth of Parcels higher each year, our focus is on delivering to
consumers sustainably. By 2025, our aim is to have
emission-free parcel delivery in 25 city centres across the
Netherlands, and by 2030 to have emission-free last-mile
delivery across the Benelux. However, we are not starting from
scratch. Mail deliverers have been delivering by foot or bike for
years, for example. And we also use biogas and electric
vehicles, and are currently discussing with airlines how to make
the flights that transport our parcels more sustainable.

City Logistics

PostNL identified that the combination of the expected
long-term growth in the e-commerce market and our current
business model are not sustainable in densely populated cities,
given the impact it would have on climate change, air quality
and traffic congestion. As a consequence, we decided to take a
pro-active approach towards the debate on future city logistics.
In 2018, PostNL developed a view on possible alternative
business models that facilitate growth, while minimising the
negative impact on climate, air quality and congestion. At the
end of this chapter we detail our view including some examples.
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City hub paves the way
for sustainable delivery

In Amsterdam, PostNL is helping the Amsterdam University
of Applied Sciences (AUAS) and the University of Amster-
dam (UvA) to take the lead in sustainable logistics. Working
together with moving company SimplyMile, PostNL deliv-
ers anumber of orders from the institutions’ suppliers from
one logistic center to 36 different locations within the city
center, using electric vehicles.

Susanne Balm, project manager at AUAS's research
program Urban Technology, explains the benefits. ‘Our sup-
pliers used to make 16,000 separate deliveries, driving in
total 70 times around the world each year. We knew we had
to do better than that. Large suppliers now bring their de-
liveries to a city hub near Duivendrecht, on the outskirts of
Amsterdam. The city hub works like a funnel. The suppliers
can leave their goods there and don’t need to drive into the
city center themselves. PostNL, working with SimplyMile,
does that for them. They sort and bundle the deliveries into
one or more trips. This means the number of journeys into
and out of the city are reduced, cutting the impact on the
environment, while our employees still get their deliveries
quickly.’

Sustainable delivery fleet
We are making our delivery fleet more sustainable on a daily

basis. In 2018, we made use of 263 e-bikes, 24 electrical
scooters, 65 electrical cargo bikes, 828 buses driving on bio-gas,
and 12 small electric vehicles. Additionally, all our vehicles meet
the Euro 5 or Euro 6 standards, and 44% of our delivery buses
drive on green gas (and our aim is to have this percentage up to
60% by 2020). The expansion of our electric vehicle fleet will
help us making progress towards our long term goal to deliver
emission free in the last-mile.

In 2017 we started using e-cargo Stints to deliver parcels and
mail across a number of city centres in the Netherlands. This
proved to be a promising vehicle for PostNL, as it could be
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parked on pavements, thereby reducing traffic congestion. In
2018 the Dutch government introduced a ban on their use,
following a fatal accident, which was unconnected to PostNL.
Although this means we are currently unable to use our fleet of
79 e-cargo Stints, the ban has had no impact on our ability to
deliver parcels and mail, and where possible we now deliver
using e-bikes and e-cargo bikes. We began with 100%
emission-free delivery on the Wadden Islands, and we replaced
200 petrol scooters with sustainable scooters.

Lean & Green Logistics

PostNL aims to be a frontrunner in its approach towards
environmental management. In addition to our ISO 14001
certification, we have also been evaluated by Lean & Green
Logistics on the progress we are making to become more
sustainable in our Parcels business. In 2018, PostNL received its
second Lean & Green Star as a recognition on its progress on
emission reductions. Alongside this evaluation, we also
engaged with Lean & Green Logistics on a tool called Lean &
Green analytics. PostNL is one of the first pilot companies that
voluntarily had their activity data analysed by this tool to
obtain valuable insights in further areas for improvement.

Sustainable buildings

As we look to our 2030 environmental goals, our aim is that all
our future buildings and sorting centres are COz neutral, or even
CO: positive. We are also working as sustainable and efficient as
possible at our locations. For example, we are installing LED
lighting to lower our energy consumption, while 40% of the
electricity used at our parcel processing and distribution
centres is generated sustainably by solar panels.

Opening new parcel processing and distribution
centres
All three of our new parcel processing and distribution centres

have been built in accordance with the BREEAM Outstanding
classification for design. This shows our commitment towards
maximising our energy efficiency in our buildings. The centres
were built using a range of sustainable materials, have been
fitted with LED lighting and solar panels, and are gas-free, which
contributes to a healthier working environment. Additionally,
the centre we opened in Amsterdam includes a loading dock for
15 e-vehicles, reflecting our ongoing shift towards
emission-free deliveries over the last-mile.

Centralising mail sorting capacity
In our Mail operations we managed to close six preparation

locations across the country and one sorting centre. These
closures have helped us further reduce our CO2 emissions.

42



How Lean & Green is PostNL?

Leon Simons is Development Manager at BigMile, an initia-
tive of Topsector Logistiek, Connekt and the Lean & Green
program, and he has been following PostNL's sustainability
development.

‘PostNL got a second star from Lean & Green in 2018,
which means that they have reduced their CO, emissions
by 10 percent since they were last measured in 2015. That
is a very decent achievement, given that they have man-
aged it while parcel volumes continue to increase.

‘In addition, PostNL started three new projects to further
increase its sustainability. One of them is BigMile. Using
BigMile, PostNL can analyse how effective their measure-
ments really are, and then inform web shops and e-tailers
of their CO, impact, right down to the level of a single
delivery.

‘Together, PostNL and BigMile are able to gather a useful
transport data. Studying hundreds of millions of deliveries
can provide a range of useful insights. Ultimately, our col-
laboration helps us work towards reaching the climate goals
set down in the climate agreement, meaning PostNL can
deliver parcels in a more sustainable way.’
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Sustainable value chain

PostNL works together with various organisations to help the
e-commerce sectors reduce its environmental impact. We
participate in the branch organisation Thuiswinkel.org together
with other big players in the e-commerce sector. We sponsor
the organsation for the development of a tool to calculate the
CO2 impact of each parcel which is used to monitor the climate
change impact of e-commerce and create consumer awareness
by showing the CO: footprint in their webstore checkout page.
PostNL is one of the founding members of Shopping Tomorrow,
a network platform where PostNL provides resources to
participate in different expert groups to discuss the future
consumer behaviour and impact on the e-commerce sector.
Through our collaboration with Weee Netherlands we collect
electrical appliances from consumers for the Weeelectric
program. Weee Netherlands picks up the appliances from our
sorting centre and sustainably dismantles these. This
contributes to a more circular economy. We also collaborate
with customers through sharing expertise on sustainable
delivery, for example with Bol.com.
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Our view on future city logistics

The increase in city traffic is making it challenging to deliver
goods swiftly and efficiently, while reducing the impact on
the environment. Over the last few years, PostNL has been
working hard to optimise our logistic processes, both from an
efficiency and an environmental perspective.

We believe that future city logistics that are sustainable will
require the development of new delivery business models,
which is why we continued to develop our vision on possible
sustainable city logistics in 2018.

In our approach we applied three important principles:
o Future-oriented

« Sustainable

» Nuisance-free

In general, cities can be divided into three areas. Small and
very densely populated historical city centres, densely popu-
lated areas with wider streets and more spacious outskirts.
Given therise in air pollution and traffic congestion issues,
city councils are likely to enforce emission-free delivery in
historic city centres. This may be unrestricted for light electric
vehicles, such as cargo bikes, but include restrictions, such as
access during specific times, for electric vans.

Densely populated areas will also probably become emission
free. The use of Parcel and Mail Machines (Pakket en Brieven-
bus Automaten) and retail shops in these areas could create

opportunities to deliver batches of parcels more efficiently,
reducing traffic. Low-emission vehicles and emission-free
vehicles are likely to be the new norm in these areas.

At the border of these areas, we expect consolidation centres
to play an important role in reducing the number of journeys
into and out of the city from other locations. For example, the
consolidation of goods would lead to cleaner, more efficient
city deliveries using electric vans instead of larger trucks,
which are still commonly used today. This delivery model is
visualised in the infographic below.

At PostNL, we have identified five key areas where we believe
we can help shape the future of city logistics:
« Sustainable operations
One example is the emission-free delivery we already make
in the inner city of Leeuwarden
« Sustainable propositions
Together with our partner SimplyMile we currently run a
consolidation centre in Amsterdam
« Use of digital solutions and data to optimise our processes
« Optimising our network integration in cities
* Representation
This could be through stakeholder dialogues, thought
leadership with Smart City Network and dialogues with city
councils.
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10 Financial value

PostNL provides short and long-term financial value for shareholders, enabling them
to obtain shareholder return. This is why PostNL focuses on realising a solid financial
performance and a healthy financial position. This chapter outlines key developments
that impacted our financial performance over 2018 and concludes with an outlook for
2019.

Decision to divest Nexive and Postcon

In line with PostNL's strategy to accelerate our transformation to be the logistics and postal solutions provider in the Benelux,
PostNL has decided to divest its Italian and German business lines Nexive and Postcon. Both business lines are reported as held for
sale and the full-year 2018 results and cash flows are reported as discontinued operations. The comparative figures for 2017 of both
the income and cash flow statement have been represented for the change to discontinued operations.

Change in segment reporting

The business lines Nexive, Postcon and Spring were previously reported in the segment International. The decision to divest Nexive
and Postcon, and subsequent classification of these business lines as discontinued operations, triggered a change in segment
reporting. As of 2018, PostNL reports two operating segments Parcels (including Spring) and Mail in the Netherlands, and one other
segment PostNL Other. All financials hereafter are based on continuing operations, except where noted.

Key results
@ Financial value Key performance indicators

Financial performance and position Financial performance and position Financial performance and position

Revenue Underlying operating income Underlying cash operating income
In € millions In € millions (+ margin as % of revenue) In€millions (+ margin as % of revenue)
2 ] 7 7 2 (/M 1.7%) 2 09 (Margin 7.5%) 1 8 8 (Margin 6.8%)
2017 2,725 2017: 297 (Margin 10.9%) 2017: 241 (Margin 8.8% )

Revenue In Parcels (excluding Spring) volumes grew significantly, by

In 2018, Group revenue increased by 1.7% or €47 million to 21.5% (2017:17.2%). Our domestic 2B and 2C volumes showed

€2,772 million (2017: €2,725 million). Adjusted for FX effects,
the increase was 1.9%. The revenue contribution from
e-commerce related activities increased to 48% (2017: 44%),
highlighting that the challenges and opportunities we face are
accelerating our transformation.

PostNL
Revenue development
(in € millions)

2007 | 2725

Parcels B 173
Mail in the Netherlands (105)
PostNL Other (2)
Intercompany (19)

2018 _ 2,772
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strong growth, following the trend of increasing e-commerce.
This resulted in record high volumes during our peak season in
the fourth quarter. In total, we delivered 252 million parcels in
2018 (2017: 207 million).

Parcels revenue (excluding Spring) increased by 19.8% or €220
million to €1,330 million (2017: €1,110 million). The main driver
for this growth was volume increase, partly offset by a negative
price/mix effect. We also saw strong growth from logistic
solutions. Overall demand for additional services, such as same
day delivery, and in new markets, such as food and health,
further increased.

In Spring, revenue declined by 6.8% or €19 million to €259
million (2017: €278 million). Adjusted for FX effects, the decline
was 4.7%. The competitive environment remains fierce,
especially in Asia.

Total revenue in Parcels, including Spring, increased by 12.5%
or €173 million to €1,555 million (2017: €1,382 million).
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Parcels
Volume development
(in millions of items)

251

207

177
142 156
120 131

1 106
80 90 00

‘18

change

(in%) 125 111 60 132 92 84 96 133 172 213

In Mail in the Netherlands, volume decline in 2018 was 10.7%
(2017:9.9% decline). The decline is driven by ongoing high
substitution, particularly in single mail, and loss to competition,
with the ratios of substitution and loss not materially differed
from 2017. Supported by regulation, we have seen postal
operators collecting more mail items. Part of these volumes are
returned to PostNL via regulated network access, resulting in
pressure on our average prices. At the same time, consolidators
delivered more mail through their own networks, impacting our
bulk mail volumes.

In 2018, revenue decreased by 5.9% or €105 million to €1,678
million (2017: €1,783 million), with volume decline of 10.7%
partly compensated by a positive price/mix effect. In

addition to income from our core addressed mail volumes,
revenue also includes income from related business activities.
These other activities include the delivery of unaddressed mail
and customer contact, print and direct marketing services.

Underlying (cash) operating income

In 2018, the Group's underlying operating income was €209
million (2017: €297 million) with a resulting margin of 7.5%
(2017:10.9%). Underlying operating income excludes
exceptional items, which were €24 millionin 2018 (2017: €13
million). The Group's underlying cash operating income, in
which underlying operating income is adjusted for non-cash
costs of pensions and provisions, was €188 million (2017: €241
million) with a resulting margin of 6.8% (2017: 8.8%).

Further information on the bridge from operating to
underlying (cash) operating income is included in note 2.5 to
the consolidated financial statements.

The performance of Parcels (excluding Spring) in 2018
benefited from strong volume growth, partly offset by a
negative price/mix effect and higher operational costs,
explained by the tight labour and transport market and
capacity costs to absorb the swings in daily volume. IT costs
related to further development of our digital services increased.
Additionally, performance in our logistic solutions activities
improved.
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Mail in the Netherlands
Volume development
(in millions of items)

4,693
4473 om0 4 .

3,029
0292705 2401 515 o
9% 1781

‘18

change
(in%) -49 -84 72 90 -119 -107 112 79 -99 -107

At Spring, the fierce competitive environment put pressure on
revenue and margin, resulting in a lower performance than
2017.

In 2018, the underlying operating income of Parcels, including
Spring, was €121 million (2017: €142 million) with a resulting
margin of 7.8% (2017: 10.3%). Underlying cash operating
income in 2018 was €117 million (2017: €140 million) with a
resulting margin of 7.5% (2017:10.1%). The decrease in margin
was almost entirely caused by the performance of Spring.

PostNL

Underlying (cash) operating
income development

(in € millions)

Underlying cash

operating income 2017 _ 241

Changes in 13
pension liabilities .

Changes in provisions

Underlying coeratng -\ 297

income 2017

Volume / price / mix (38)
AUtONomMous costs (21)
Il 43

Parcels* (21)

Cost savings

Other** (56)

Underlying operating _ 209

income 2018
Changes in provisions (32)

Changesin
pension liabilities

I 11
Underlying cash

operating income 2018 — 188

* Parcels Benelux, International and Logistic Solutions
€(1) million and Spring €(20) million

**Otherincludes, among others, higher pension expenses,
higher IT costs, lower bilaterals and lower contribution
from other services in Mail in the Netherlands
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Mail in the Netherlands performance in 2018 was below last
year. Lower volumes were only partly compensated by a
positive price/mix effect, negatively impacting revenue. This
impact could not be fully countered by lower costs. Cost savings
and lower cash out related to pensions and provisions were
largely offset by autonomous cost increases and lower results
from export and other effects.

Our cost saving plans include a number of initiatives, such as
adjusting our sorting and delivery process, the optimisation of
our retail network and the streamlining of staff. In 2018, we
achieved total cost savings of €48 million, as expected slightly
below our initial guidance of between €50 million and €70
million. With achieved savings of €30 million in the second half
of the year, we saw the run-rate in savings increase during the
year.

Other financial indicators

As explained in chapter 4: Our operating context, in September
2018 the CBb annulled the ACM's decision on SMP. Because of
the CBb verdict, we have adjusted the expected financial
impact related to the ACM’s measures to between €40 million
to €45 million on an annualised basis (from between €50
million to €70 million), fully visible in 2020. In Q4 2018, both
revenue and result were supported by a related retroactive
invoice to postal operators of €7.5 million.

In December 2018, the ACM published a new draft decision on
SMP. Based on the new draft SMP decision, we adjust the
expected impact from ACM measures to between €50 million
and €70 million on an annualised basis, fully visible in 2021.

In 2018, the underlying operating income of Mail in the
Netherlands was €133 million (2017: €177 million) with a
resulting margin of 7.9% (2017: 9.9%). Underlying cash
operating income in 2018 was €93 million (2017: €125 million)
with a resulting margin of 5.5% (2017:7.0%).

@ Financial value Other financial indicators

Financial performance and position

Financial performance and position

Financial performance and position

Profit from continuing operations Net cash from operating Net debt
In € millions and investing activities In€ millions
In € millions
2017: 179 2017: 11 2017: Net cash: 27

Profit from continuing operations

In 2018, profit from continuing operations decreased by €52
million to €127 million (2017:€179 million). Lower operating
income of €99 million was only partly offset by €18 million
lower net financial expenses, a €10 million better result from
investments in joint ventures/associates and €19 million lower
income taxes.

The decrease in net financial expenses relate to lower interest
on long-term borrowings of €18 million resulting from the
redemption of bonds in November 2017 and in August 2018.
The €10 million stronger result from investments in joint
ventures/associate is largely related to a one-off impairment
charge of €9 million in 2017 related to Postkantoren/Bruna.
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Income taxes amounted to €34 millionin 2018 (2017: €53
million). The effective tax rate was 21.1% in 2018 (2017:
22.8%), which is lower than the statutory income tax rate of
25% in the Netherlands, mainly influenced by the impact of tax
rate changes in the Netherlands on our deferred tax positions.

Result from discontinued operations

The decrease in the result from discontinued operations of €63
million is mainly explained by a fair value impairment of €59
million, reflecting the outcome of our assessment of fair value
compared to the book value of the assets and liabilities held for
sale. The performance of discontinued operations is further
explained in note 3.8 to the consolidated financial statements.
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PostNL

Summary consolidated income statement
2017-2018, in € millions

Year ended at 31 December represezrggé 2018
Total operating revenue 2,725 2,772
Othermcome ................................................................ 24 ................... 21
Totaloperatingexpenses (2465 (2608)
Operating income 284 185
Netfinancialincome/(expense) @ (24)
Results from investments injvs/associates aw 0o
|nco mEtaxeS ............................................................... (53) .................. (34 ) -

Profit/(loss) from continuing

operations 179 127
Profit/(loss) from discontinuedoperations E (94)

Profit for the year 148 33
Earrnngspershare(|n€cents)1 ....................................... 330 71
Eamings from continuing operations pershare

(in€cents)’ 39.9 27.5
- Eaml ngs from d| sconnn Uedope rat|on 5 per .....................................................

share (in € cents) (6.9) (20.4)

1. Earnings per ordinary share are in 2018 based on an average of 462,015,866
outstanding ordinary shares (2017: 448,645,255).

Net cash from operating and investing
activities

In 2018, net cash from operating and investing activities was
€(19) million (2017: €11 million). The decrease of €30 million is
the total of €93 million lower net cash from operating activities
offset by €63 million lower net cash used in investing activities.

The decrease in net cash from operating activities of €93
million is explained by €122 million lower cash generated from
operations, partly offset by €13 million lower interest paid and
€16 million lower income taxes paid. Cash generated from
operations was substantially impacted by a negative change in
net working capital of €(83) million, explained by higher
settlements with foreign postal operators, lower employee-
related accrual and phasing effects.

The decrease in net cash used in investing activities of €63
million is mainly explained by €20 million lower net cash used
for capital investments and disposals and no net cash used for
acquisitions (2017: €(33) million).

Net cash used in financing activities

In 2018, net cash used in financing activities of €(285) million
was mainly used for the redemption of a eurobond of €223
million in August 2018 and (interim) dividend payments of €63
million.
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PostNL

Summary consolidated statement of cash flows
2017-2018, in € millions

Year ended at 31 December represezn?i; 2018
Cash generated from operations 216 94
|merest p a‘d ................................................................ (39) .................. ( 26 ) -
|ncometaxespa|d ........................................................ (55) .................. ( 39)
Net cash (used in)/from operating activities 122 29
Netcashusedfor capitalinvestmentsand
disposals (69) (49)
N etca Shusedfor acq U |5m0n 5 ......................................... (33) ...................... 0
Netcashfrom other investing activities © 1
Net cash (used in)/from investing activities (111) (48)
- N et caSh fr 0 m ope ratmg and .m,estm g .........................................................
activities 11 (19)
Netcashfromdebt financing activities & (222)
N etcashformwdenda nd Other eqmtg ...........................................................
changes (40) (63)
Net cash (used in)/from financing activities 27 (285)

Total change in cash from continuing
operations 38 (304)

Net debt

At the end of 2018, net debt amounted to €149 million

(2017: net cash of €27 million). The decrease of €176 million
includes a movement related to discontinued operations of €72
million. The remaining decrease of €104 million mainly resulted
from the negative cash flow related to our operating and
investing activities of €19 million, (interim) dividend payments
of €63 million and additional finance lease liabilities of €23
million.

PostNL

Debt cash outflows (including interest)
2018, in € millions

<lyr 1-3yr >5uyr

Eurobonds 4 8 412
Fma nc|a||eases ......................................... 3 ...................... 6 .................... 17
Total 7 14 429

Our short and long-term debt (excluding interest) amounted to
€424 million at 31 December 2018. Including interest, the total

debt cash outflow amounted to €450 million. Phasing thereof is
shown in the following table.

PostNL has a €400 million committed revolving credit facility,
which was fully undrawn at the end of 2018. PostNL has no
material short-term credit facilities or other debt refinancing.
There are no financial covenants. Our latest S&P credit rating
was BBB+ with negative outlook.
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Consolidated equity

Consolidated equity attributable to equity holders amounted to
€46 million at 31 December 2018 (2017: €34 million). The
increase of €12 million is mainly explained by the €33

million net profit in 2018, actuarial gains related to pensions of
€30 million and a fair value remeasurement of our stake in
Whistl of €11 million, both recorded in other comprehensive
income, partly offset by (interim) dividend payments of €63
million.

PostNL
Consolidated equity development
(in € millions)

s

31 December 2017

Profit for the year

Other comprehensive
income pensions

Dividend (63)

Other B 12

31 December 2018
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Dividend proposal 2018

In accordance with our dividend policy, we target a dividend
pay-out ratio of around 75% of the underlying net cash income.
In 2018, PostNL's underlying net cash income amounted to
€138 million (2017: €154 million). The decrease of €16 million
is explained by a lower underlying cash operating income of
€53 million, offset by €18 million lower net financial expenses
and €19 million lower tax expenses.

PostNL

Underlying net cash income
2017-2018, in € millions

Year ended at 31 December represeﬂ?ié 2018
Underlying cash operating income 241 188
Net financial expense (adjusted)’ (34) (16)
Tax expenses (53) (34)
Underlying net cash income 154 138

1. Excluding interest on pensions of €8 million (2017: €8 million).

Over 2018, PostNL will recommend to the Annual General
Meeting of Shareholders the payment of an election dividend
of €0.24 per ordinary share (2017:€0.23). This represents a
pay-out ratio of around 80%, as indicated during 2018
exceeding our targeted pay-out ratio to underline our
commitment to our shareholders to pay a progressive dividend.
€0.07 per share was paid as interim dividend in August 2018.
After approval by the AGM, the final dividend of €0.17 will be
paid, at the shareholder’s election, either in ordinary PostNL
shares or in cash (default). The dividend in shares will be paid
out of additional paid in capital as part of the distributable
reserves, free of withholding tax in the Netherlands.

We refer to chapter 17: PostNL on the capital markets, for a
description of our dividend policy and chapter 18: Financial
statements, for more information on the appropriation of profit.

Subsequent events

On 25 February 2019, we have made a joint announcement
with Sandd regarding our intention to create one strong
national postal network in the Netherlands. PostNL and Sandd
have filed a request for approval with the regulator, which is the
formal start of this process. The transaction appreciates Sandd
at an enterprise value of €130m and provides for the purchase
of all (100%) Sandd shares. The acquisition will be funded
through cash on hand and external funding. The acquisition is
conditional on approval of the combination of Sandd and
PostNL by the authorities, consultation with the relevant works
councils and trade unions, and agreement on the final
transaction documentation.
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Outlook 2019

Please note that the following outlook for 2019 is based on the situation before the joint announcement of PostNL and Sandd on 25
February 2019 to form one strong national postal network for the Netherlands. The acquisition will be funded through cash on hand
and external funding.

The e-commerce market is expected to continue its strong growth and will remain the main driver of the performance in Parcels.
We will focus on growth potential of our business by striking the right balance between volume, profitability and cash flow. We
expect improving operational efficiency, partly offset by the impact from the tight labour and transport market. We will continue to
expand our network by opening new sorting depots. To solidify our position as the leading e-commerce logistics company in the
Benelux, we will also further develop our service propositions, for example in growth areas such as food and health.

In Mail in the Netherlands we expect our addressed mail volumes to decline by 8% to 10% in 2019 which will be partly offset by
price increase. An important project is the switch to an equal flow model, a step change in business model that enables us to adapt
the organisation to future volume decline. We expect cost savings of between €45 million and €65 million. Based on the new draft
decision on Significant Market Power we adjust the expected impact from ACM measures to between €50 million and €70 million on
an annualised basis, fully visible in 2021.

For 2019, the outlook for underlying cash operating income is between €170 million and €200 million.
Our aim to pay progressive dividend remains unchanged.

The table below shows our outlook for 2019 on revenue and underlying cash operating income (margin).

PostNL

Outlook

2018-2019, in € millions
Underlying cash operating

Operating revenue income (margin)
2018 outlook 2019 2018 outlook 2019
Parcels 1,555 +low teens 117 (7.5%) 7.5%t09.5%
Mailin NL 1,678 -mid single digit 93 (5.5%) 3%to5%
PostNL Other / eliminations (461) (22)
Total 2,772 +low single digit 188 170to 200

Other financial indicators for 2019:
- Cost savings of between €45 million and €65 million (2018: €48 million)

- Regular employer pension expenses of around €125 million of which around €120 million in operating expenses and around €5
million in financial expenses (2018: €134 million of which €126 million in operating expenses and €8 million in financial expenses)

- Regular employer pension contributions of around €115 million (2018: €115 million)

- Cash outflow from provisions of between €20 million and €30 million (2018: €36 million)

- Cash capital expenditures of at most €100 million (2018: €95 million)

Other non-financial targets for 2019:
- Highly satisfied customers at the level of 2018 (2018: 30%)

- Delivery quality above minimum required level of 95% (2018: preliminary 95%)
- Employee engagement above the level of 2018 (2018: 65%)
- CO: efficiency index below the level of 2018 (2018: 38.6) - this indicator will change to reflect our new 2030 ambitions
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11 Statement of the Board of Management

Dutch Corporate Governance Code
PostNL applies the principles and best practices of the Dutch
Corporate Governance Code (the Code), as referred to in article
391, paragraph 5, book 2 of the Dutch Civil Code (DCC), except
for the best practice provisions below, where we also explain
why we do not comply with them. Future developments might
justify further deviations from the Code at the moment of
occurrence. Each substantial change in the corporate gover-
nance structure of the company and in the compliance of the
company with the Code shall be discussed with the General
Meeting of Shareholders. The full text of the Code can be found
on www.postnl.nl.

Provision 3.2.3 of the Code states that remuneration in the
event of dismissal of members of the Board of Management
may not exceed one year's salary (the fixed remuneration
component), and that severance payments will not be awarded
if the agreement is terminated early at the initiative of a
member of the Board of Management. The severance payment
of Ms Verhagen in case of a change of control equals the sum of
the last annual base salary and pension contribution plus the
average variable remuneration received over the last three
years, multiplied by two. Furthermore, in case of a change of
control, Ms Verhagen may, under certain circumstances,
receive a severance payment if the agreement is terminated at
her own initiative. Ms Verhagen was employed by PostNL
before the Code became first effective. PostNL is of the opinion
that the agreed severance payment in case of a change of
control is proportionate, considering that PostNL wishes to
respect the agreement made in the past. Also, the Supervisory
Board may decide that the performance shares vest in whole or
in part.

Responsibility statement under the
Code

The Code requires the Board of Management to provide a
description of PostNL's main risks in relation to its risk appetite.
Such risks may include strategic, operational, compliance and
financial reporting risks. These risks and the relation to PostNL’s
risk appetite are included in chapter 14: Risk management. The
Board of Management confirms that it is responsible for
PostNL's risk management, internal control, integrity and
compliance systems and has reviewed the design and the
operational effectiveness of these systems for the year ended
31 December 2018. The outcome of these reviews and analysis
has been shared with the Audit Committee and the Supervisory
Board and has been discussed with PostNL's external auditor.
The same would apply in respect of material failings in PostNL's
risk management, internal control, integrity and compliance
systems and of material changes or improvement implemented
in such systems, each if applicable. In 2018, PostNL
implemented material organisational and IT changes and
improvements. No material failings in PostNL's risk
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management, internal control, integrity and compliance
systems were reported. Other than those described in chapter
14: Risk management, and provided for external conditions that
can reasonably be expected to have an impact on a company’s
results, the results of PostNL are generally not sensitive for
material changes in external conditions.

Based on the outcome of the PostNL-specific approach to risk
management, internal control, integrity and compliance as
outlined above, the Board of Management believes, to the best
of its knowledge, that PostNL's internal control over financial
reporting worked effectively over the year ended 31 December
2018, and provides reasonable assurance that the financial
reporting is free from material inaccuracies or misstatements.
Additionally, the Board of Management is of the view that
considering the annually updated strategic plan and forecasts,
in the current situation, it is justified that PostNL's financial
reporting has been prepared on a going concern basis and that
it states those material risks and uncertainties that are relevant
for the expectation of PostNL's continuity for the period of
twelve months after the preparation of the report. The above,
however, does not imply that PostNL can provide certainty as
to the realisation of strategic business and financial objectives.
Nor can PostNL's approach to internal control over financial
reporting be expected to prevent or detect all misstatements,
errors, fraud or violation of laws or regulations.

In view of the above and based on the outline of the main risks
and risk responses described in chapter 14: Risk management,
the Board of Management believes it complies with provisions
1.4.2 and 1.4.3 of the Code.

Responsibility statement under the
Dutch Financial Markets Supervision Act
With reference to section 5.25c paragraph 2 under c of the
Dutch Financial Markets Supervision Act, the Board of
Management confirms to the best of its knowledge that:

- The annual financial statements for the year ended 31
December 2018 give a true and fair view of the assets,
liabilities, financial position and profit or loss of PostNL and its
consolidated companies

- The additional management information disclosed in the
Annual Report gives a true and fair view of PostNL and its
consolidated companies as at 31 December 2018, the state of
affairs during the financial year to which the report relates,
together with a description of the main risks facing PostNL.

The members of the Supervisory Board and the Board of
Management have signed the financial statements pursuant to
their statutory obligation under article 2:101(2) of the DCC.

The Hague, 25 February 2019
The Board of Management
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12 Report of the Supervisory Board

Message from Jan Nooitgedagt,
chairman of the Supervisory Board of
PostNL N.V.

Dear stakeholders,

Itis my pleasure to present the report of the Supervisory Board
for the financial year 2018, my first year as member and
Chairman of the Supervisory Board. The report aims to give you
an overview of the performance of our Supervisory Board.

Looking back on 2018
In 2018 PostNL took further steps in realising our strategy and

ambitions to be the postal and logistics solution provider in the
Benelux. In Parcels we continue to see impressive volume
growth translating into double-digit revenue increase and a
21.5% growth of our volumes excluding Spring. We also further
improved our service propositions by developing innovative
services. And in line with our strategy, PostNL decided to divest
Nexive and Postcon. Furthermore, progress was made with the
program to find new profit pools through diversification in the
growth domains. Examples of the above can be found
throughout this Annual Report. And the fact that 48% of
PostNL's revenue was related to e-commerce by year-end,
exemplifies that the transformation is accelerating fast. This
comes with challenges and opportunities.

Overall we have seen a decline in customer satisfaction, overall
reputation scores and employee engagement. The continu-
ously fast-growing e-commerce market requires us to speed up
and increase our investments in the capacity of Parcels’
infrastructure, both in the Netherlands and in Belgium. Volume
decline in Mail is developing in line with expectations, caused
by the same drivers as we have seen in the past: substitution in
particular, and increased competition supported by regulation.
We realised lower than anticipated cost savings due to delays in
the roll-out of the sorting code and other adjustments in the
operational process. For Spring, the competitive environment
remains fierce, especially in Asia, putting pressure on margin
and performance. Although e-commerce in Europe is still
growing, the decline in performance in Asia offsets the growth
of e-commerce in Europe.

Furthermore, we have to deal with continuously changing
markets, with technology developing rapidly. As mentioned by
Mr Wallage last year, digitalisation and the increasing growth in
e-commerce, which are driving the transformation of our
company, can be considered consequences of changing
technology. Technological development is one of the key
market trends that are shaping the lives of our customers and
are impacting our strategy.
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As Mr Wallage rightly mentioned in the Annual Report 2017:
when reading through this Annual Report or browsing on
PostNL’s website, you will read about and experience many of
the things PostNL is doing to adjust to or stay ahead of
technological changes.

2018 was also a year in which we have seen major develop-
ments in the regulatory environment. We have welcomed the
recommendations of the postal dialogue and in June, the
related conclusions of the state secretary of Economic Affairs
and Climate Policy, Ms Keijzer. The recognition by the state
secretary of Economic Affairs and Climate Policy that
regulation should reflect the strongly declining postal market is
animportant step. We consider consolidation of networks the
best solution to safeguard the accessibility and reliability of
postal delivery for everyone in the Netherlands in the years to
come. The broad parliamentary support for the conclusions of
the state secretary of Economic Affairs and Climate Policy after
the postal dialogue is crucial. The road towards consolidation,
however, is not straightforward due to anti-trust regulation and
the involvement of several stakeholders. Furthermore, on
September 4 the Trade and Industry Appeals Tribunal (College
van Beroep voor het bedrijfsleven, CBb) in The Hague sided
with PostNL in the appeals procedure against the Authority for
Consumers and Markets (ACM) analysis decision on significant
market power (SMP), and annulled that decision. Following this
judgement, we have adjusted conditions and tariffs for network
access for postal operators, taking into account the interests of
our stakeholders, the postal operators and the postal sector as
awhole. Unfortunately, on December 24 the ACM announced a
new draft market analysis decision on SMP, which again will be
an important subjectin 2019.

As the Supervisory Board, we believe that PostNL has found the
right balance between adjusting the mail operations in the
challenging Dutch postal market and expanding its footprint as
an e-commerce solutions provider, creating long-term value for
all stakeholders, including our shareholders. We are monitoring
the successful implementation of PostNL's strategy closely and
with great interest.

In doing so, we believe it is key to take not only financial
indicators but also non-financial indicators into account. When
creating long-term value, we must balance the interests of all
the company's stakeholders. We have identified two
Sustainable Development Goals (SDGs) which we consider
most relevant for PostNL, being decent work and economic
growth and climate action, and which are outlined in the
business report of this Annual Report. The next step will be to
use these SDG targets as input for our long-term strategy.
Furthermore, we continue to strive for diversity, which for us
comprises more than a balanced male/female ratio, a balanced
age structure or recruiting and promoting multicultural talent
within all levels of management.
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It also relates to fostering identity acceptance (LGBT), creating
opportunities for people with a distance to the labour market,
or creating teams with diverse mind-sets.

In performing our duties as Supervisory Board we have
constructive discussions and stimulate openness and
accountability within the Supervisory Board and in the
relationship with the Board of Management, and stimulate
behaviour that is in keeping with the cultural values of PostNL.
As such we believe it is beneficial to once every few years have
an external evaluator perform an evaluation of the functioning
of the Supervisory Board as a whole, the Committees and the
individual members and the interaction with the Board of
Management. This external evaluation was performed in 2018,
and the main outcomes of such evaluation are mentioned in
this chapter.

We are pleased with the way Ms Verhagen and Mr Berendsen
are leading the company through its transformation. In this
regard, we as a Supervisory Board are very pleased that Ms
Verhagen is available to continue as CEO of PostNL in this
important phase of the company's journey. Ms Verhagen's
knowledge, experience and network are instrumental in helping
to lead PostNL through current developments. Therefore, we
have announced our intention to reappoint Ms Verhagen for a
four-year term as CEO of PostNL as of the Annual General
Meeting of Shareholders in 2019.

Aviewon 2019
Following extensive deliberation on consolidation throughout

the year between the Board of Management and the
Supervisory Board we today announced the intended
acquisition of Sandd. We hope to receive approval for the
intended acquisition during the year and as such complete the
consolidation in line with the broad parliamentary support for
the conclusions of the state secretary of Economic Affairs and
Climate Policy after the postal dialogue.

In 2019 PostNL will also continue to face other important
challenges. Overall it is important to alter the trend on customer
satisfaction, reputation scores and employee engagement. We
expect the outcome of the consultation under the members of
the trade unions on the new PostNL collective labour
agreement and a new collective labour agreement for Saturday
deliverers by the end of February 2019.

In our business performance for Mail, the continued focus on
customer satisfaction and quality, combined with the ongoing
strategy of offsetting volume decline with balanced pricing and
cost savings, remain vital. In this regard the implementation of
the ‘Nieuwe route van de post’ will be a crucial next step. For
Parcels, we are taking advantage of and benefitting from the
opportunities available in the fast-growing e-commerce
business in the Benelux, as well as from technological develop-
ments.

PostNL Driving transition | 12 Report of the Supervisory Board

While these support PostNL's performance ambitions, the
company will need to increase its infrastructure investments to
maintain its strong position in the parcel market.

For Spring, stabilising the Asia business will be important whilst
growing the business in Europe. And in realizing the above, due
attention for IT is required in order to adjust to or stay ahead of
technological changes.

Additionally, we expect a decision on Brexit and insights on the
impact this will have on our UK cross-border business activities,
and we expect the divestment of Postcon and Nexive to be
completed. Furthermore, in terms of new legislation in 2019 we
will prepare for the implementation of the shareholders rights
directive into Dutch legislation.

We strongly believe that PostNL will continue to find a good
balance between adjusting the mail operations in the challen-
ging Dutch postal market, while expanding its footprint as an
e-commerce solutions provider and creating long-term value for
the company’s stakeholders.

Closing remark
In June 2018 | was appointed as Chairman of the Supervisory

Board, replacing Jacques Wallage, who himself replaced Mr
Boersma as Chairman in early 2017. | would like to take this
opportunity to thank Jacques for his excellent work as
Chairman. | am glad Jacques is still around as vice-chairman of
the Supervisory Board.

Meetings of the Supervisory Board
Number of meetings and attendance rate
The Supervisory Board met ten times and had four meetings by

telephone in 2018. All meetings were also attended by the full
Board of Management. Eight meetings were held at PostNL's
head office in The Hague, one meeting was held at the office of
PS Nachtdistributie in Vianen, and one at the location of the
2018 AGM in The Hague. Additionally, the Supervisory Board
organised three informal dinners which took place at locations
not related to PostNL.

The overall attendance percentages and the individual
attendance per meeting can be found in the tables below and
on the next page.

PostNL
Attendance
2018,in %
Attendance
percentage
Supervisory Board (meetings only) 91%
Supervisory Board (incl. conference calls) 91%
Audit Committee 89%
Remuneration Committee 100%
Nomination Committee 89%
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PostNL
Attendance Supervisory Board members
2018
Supervisory

Supervisory  Board

Board conference  Audit Nomination ~ Remuneration
Name meetings calls Committee  Committee  Committee
Jan
Nooitgedagt* 6/6 3/3 3/3 2/2
Jacques
Wallage 10/10 4/4 - 4/4 3/3
Eelco Blok 10/10 4/4 5/5 - 3/3
Marc Engel 10/10 3/4 5/5 - 3/3
Agnes
Jongerius 10/10 4/4 - 4/4
Thessa
Menssen? 6/10 3/4 3/5 3/4
Frank
Rovekamp 8/10 4/4 - 3/4

! Mr Nooitgedagt was appointed as member of the Supervisory Board throughout the year,
only meetings during his tenure are taken into account. He was present as an observer at the
other 4 meetings and 1 conference call of the Supervisory Board in 2018.

2 Mrs Menssen was unable to attent the meetings in April until August for private reasons.

Topics discussed
At every meeting, the Supervisory Board discussed business,

financial, market, and regulatory developments in PostNL's
business segments. In 2018, mail volume decline, the execution
of the cost savings plans, regulation including the ACM decision
on significant market power (SMP), the annulment of this
decision by the Trade and Industry Appeals Tribunal (College
van Beroep voor het bedrijfsleven) and the impact thereof,
consolidation, growing parcel volumes, the strategy of Parcels
and investments in the capacity of Parcels’ infrastructure, the
decision to divest Nexive and Postcon, developments within
Spring, and the progress of our accelerating transformation
were recurring topics. These topics were constructively and
particularly critically discussed in the Supervisory Board and
with the Board of Management. Other topics discussed include
PostNL's financial position, IT developments, PostNL's IT
strategy and related topics, such as cyber security, online
strategy, privacy including the implementation of the GDPR,
digital transformation and business continuity, (interim)
dividend and PostNL's dividend policy, growth, the company's
culture and investor feedback after management roadshows.
Furthermore, the Supervisory Board discussed the investments
in PostNL's infrastructure and acquisitions, the adjustment of
the segment reporting as a consequence of the decision to
divest Nexive and Postcon, the appointment of a new corporate
secretary, the preparation of the AGM and the compliance with
the Code.

The adjustment of PostNL's organisation and networks to the
declining mail volumes and increasing parcel volumes was, and
remains, an important topic in strategic discussions. This also
applies to the impact of regulatory developments on the
company's organisation and performance, as well as
competition in each of the business segments, Parcels and Mail.
The Supervisory Board also discussed new products and
services, innovation and potential areas for growth in the
Netherlands and in the other countries where PostNL operates.
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The Supervisory Board performs an oversight role with respect
to non-financial issues, supported by PostNL's internal audit
department, which monitors the non-financial governance
structure and reporting. Next to this responsibility, the
Supervisory Board discussed various non-financial (in prior
years called corporate responsibility) related issues, including
labour conditions and the collective labour agreement
negotiations, pensions, career and management development,
the reputation of PostNL, customer satisfaction, employee
engagement, PostNL's culture, diversity and inclusion, PostNL's
CO: efficiency index including measures to improve this index,
the rating of PostNL in the Dow Jones Sustainability Index, and
the relations between the Supervisory Board and the Board of
Management with the works councils and trade unions.

The Supervisory Board discussed the 2017 annual results, the
2018 quarterly and half-yearly results and the 2019 budget.
Additionally, the 2017 auditor’s report by PostNL's external
auditor EY and the 2017 Annual Report (including Financial
Statements and Corporate Responsibility Performance
Statements) were discussed. EY reported that the main areas of
risk (Key audit matters) are discontinued operations (including
deferred tax asset), valuation of Mail investment, deferred
revenue and revenue related accruals (stamps and terminal
dues) and impact of laws and regulation. Compared to the key
audit matters identified in 2017, the accounting for
discontinued operations has been added as a key matter
following the decision to divest Nexive and Postcon. Pensions
no longer qualifies as a key audit matter since EY concluded
based on the actual coverage ratio of the pension fund the
current risk in relation to an additional funding requirement as
per 31 December 2018 to be remote. EY furthermore reported
that during the year PostNL took various measures in mitigating
(previously) identified control deficiencies, especially in
relation to contract and document management. EY is
comfortable that PostNL is addressing the risks, they however
stress the importance to implement effective preventive and
automated IT application controls including sufficient test
control documentation.

Each business segment presented its strategic plan and the
Board of Management presented the strategic plan for PostNL
as a whole, including financial objectives, outlook and the main
risks for PostNL. The outcome of the risk management process,
the main risks identified, and the mitigation plans in place to
manage these risks were shared with the Audit Committee and
with the Supervisory Board. A description of PostNL's major
risks and its risk management can be found in chapter 14: Risk
management.

Twice a year, the Supervisory Board discusses a litigation
overview, describing claims (including tax) against PostNL and
litigation concerning PostNL (with a threshold of €250,000).
The Supervisory Board also receives an update on integrity
(including the fraud & whistle-blower report) twice a year.
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The Supervisory Board discussed its composition and that of its
committees and the profile of the Supervisory Board. The
Supervisory Board also discussed the succession of Mr Bos,
including the appointment and remuneration of Mr Berendsen
as the new CFO, and the reappointment of Ms Verhagen as CEO.

More details about the Supervisory Board can be found in
chapter 13: Corporate Governance and is, as such, part of this
Report of the Supervisory Board.

Meetings of the committees of the

Supervisory Board
Audit Committee
The Audit Committee met five times in 2018. In general, all

meetings are attended by the CFO, director Audit & Security,
director Finance, and the external auditor, EY. The CEQ attends
the Audit Committee meetings when the half-year and full-year
results are being discussed. The chairman of the Audit
Committee meets the external auditor without management
regularly. Additionally, the director Audit & Security regularly
meets the chairman of the Audit Committee without
management, and meets the chairman of the Supervisory
Board at least once a year.

At each meeting, the Audit Committee discusses the results of
and developments in PostNL's business segments. In 2018, the
Audit Committee discussed PostNL's full-year 2017 results, the
outlook for 2018, the 2018 first quarter, half-year and third
quarter results and the related press releases, and the 2019
budget. Furthermore, the Audit Committee discussed the
Eumedion, VEB and VBDO focus letters, the risk paragraph and
the quantity and quality of the explanatory notes in the
financial reports of the 2018 Annual Report and the preparation
of PostNL'’s 2018 Annual Report.

The main financial factors influencing the strategic plan and
PostNL's financial performance, including volume
developments, pricing, cost savings, competition, regulatory
developments, economic developments, pensions, and
employee conditions were discussed. The Audit Committee
also discussed (interim) dividend and dividend policy, PostNL's
pension obligations, the divestment of Postcon and Nexive, and
the relevant 2018 tax matters, including matters such as
transparency, tax planning, and tax risk management.

The Audit Committee discussed reports on internal control and
risk management (reports which are, if necessary, also
discussed in the Supervisory Board). Reports from the internal
audit function and the external auditor, including the internal
audit and EY's audit plan and EY’s board reports, were discussed
regularly. The Audit Committee receives and discusses
half-yearly updates on integrity issues (including the fraud &
whistle-blower report), claims and litigation, compliance and
any actions taken by management, if applicable. The external
audit fees were discussed and approved, and the contract with
EY, ending following the audit over 2018, was discussed.
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Contemplated changes in the laws and regulations governing
financial reporting, the quality assessment and performance of
PostNL's internal audit function and the development of the
actions to mitigate the deficiencies reported by the external
and internal audit functions over 2017 were discussed.
Fortunately, no material fraud-related incidents were reported
in 2018.

Nomination Committee
The Nomination Committee met four timesin 2018.

Supervisory Board reappointments were discussed, as were the
composition of the Supervisory Board and its committees. The
Nomination Committee discussed the selection and
appointment for the CFO position. The Nomination Committee
also discussed succession planning and talent management in
respect of the Supervisory Board, the Board of Management
and senior management and the appointment of an external
evaluator to perform the evaluation of the Supervisory Board.
Furthermore, the Nomination Committee discussed the
reappointment of Ms Verhagen as CEO.

Remuneration Committee
In 2018, the Remuneration Committee held three meetings. It

discussed the remuneration of the members of the Board of
Management and the Executive Committee and of senior
management, PostNL's remuneration policy and the
preparation of the discussion of the remuneration policy at the
2018 AGM. Further details on remuneration for the Board of
Management and the Supervisory Board can be found in
chapter 15: Remuneration report, which includes a further
explanation of the remuneration policy and the actual
remuneration and relationship between remuneration and
performance of members of the Board of Management for
2018.

Evaluation of the Supervisory Board

The Supervisory Board is responsible for the quality of its own
performance. As such, the Supervisory Board discusses its
functioning and that of its committees and members annually.
For 2018, the Supervisory Board decided to have an external
evaluator perform the evaluation. The evaluation process
consisted of interviews by the external evaluator with all
Supervisory Board members, the members of the Board of
Management and the corporate secretary, leading to an
evaluation report, which was discussed in the February 2019
meeting of the Supervisory Board.

The emphasis of the evaluation was put on board room
dynamics / board effectiveness and not so much compliance.
The Supervisory Board feels the relationship between the
Board of Management and Supervisory Board is healthy. The
composition of the Supervisory Board is balanced and
complementary, making the way of working, its judgement and
decision making powers adequate. The Supervisory Board
takes due consideration of the interests of all stakeholders of
the company. It is positive about the professionalism and
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quality of the management reports and the information
provided by the Board of Management. Discussions are
conducted in a way that ensures open communication,
meaningful participation allowing for civil disagreement and
critical thinking. All members of the Supervisory Board have
demonstrated that they have enough time to fulfil their duties
as members of the Supervisory Board in an adequate manner.

There is also room for improvement, for example in acting as a
sparring partner to the Board of Management, in taking more
time for reflection on business developments and strategy
(rather than discussing only the contents of the meeting
documents), and in addressing less effective behavior in
meetings if such occurs. Furthermore the Supervisory Board
could take more time for discussion with the Supervisory Board
only. Also, taking into account the rotation plan of the
Supervisory Board and the transformation PostNL is in, even
more attention is required for the composition of the
Supervisory Board for the coming years.
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13 Corporate governance

PostNL N.V. is a limited liability company listed on Euronext Amsterdam and governed
by Dutch corporate law. PostNL has a two-tier governance structure with a Board of
Management entrusted with executive management under the supervision of an
independent Supervisory Board. Each Board is accountable to the general meeting of
shareholders for the performance of its duties. PostNL is a so-called large company
(structuurvennootschap). The large company regime provides for a legal framework,
which determines the corporate management structure as well as the powers and

duties of the Boards.

Board of Management

The Board of Management and its duties

The Board of Management manages PostNL. It is collectively
responsible for setting and implementing our mission, vision,
strategy, objectives and culture, the risk profile laid down in our
strategy, the company’s financing, the non-financial policy,
external communication and compliance with all relevant
legislation. It is also responsible for the continuity and
management of the company as a whole and for all decisions
taken in this respect.

The Board of Management acts in accordance with the
interests of the company and looks after the long-term value
creation of the company as a whole. To that end, it considers all
relevant interests associated with the company and is
committed to managing the company transparently.

The Board of Management performs its activities under the
supervision of the Supervisory Board. It informs the Supervisory
Board of significant developments and discusses, inter alia, risk
management, internal control, integrity and compliance
systems with the Supervisory Board and its Audit Committee.

PostNL's Supervisory Board evaluates the functioning of the
Board of Management and that of its individual members
annually. It discusses the conclusions following such evaluation,
also in light of the succession of the members of the Board of
Management. Furthermore, the Board of Management itself
evaluates its own functioning and that of its individual
members.

Specific staff departments — Internal Audit, Legal, Tax,
Procurement & Services, Human Resources, Investor Relations,
Treasury, Public Affairs, Communication and Finance — support
the Board of Management and the business segments in the
performance of their duties and ensure compliance with
applicable laws and regulations.

The Board of Management incorporated the following bodies
to ensure compliance with applicable corporate governance
requirements: A Disclosure Committee and an Integrity
Committee.
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The Disclosure Committee advises and assists the Board of
Management in ensuring compliance with regulations relating
to the publication of price-sensitive information. The Disclosure
Committee is composed of the CFO, legal director, investor
relations director, communications director, and the corporate
secretary. The Disclosure Committee reports directly to the
Board of Management. The terms of reference of the Disclosure
Committee can be found on our website.

The Integrity Committee advises and assists the Board of
Management in developing, implementing and monitoring
Group policies aimed at enhancing integrity and ethical beha-
viour and at preventing irregularities, misconduct and fraud.
The Integrity Committee oversees investigations based on
reports of possible breaches under our Business Principles and
related policies. More information on integrity and the Integrity
Committee can be found in chapter 14, Risk Management.

Members of the Board of Management are appointed and can
be suspended or dismissed by the Supervisory Board. A
decision by the Supervisory Board to dismiss a member of the
Board of Management can only be taken after the General
Meeting of Shareholders has been consulted on the intended
dismissal.

Further details on the appointment and dismissal of members
of the Board of Management can be found in our articles of
association, which are available on our website.

The by-laws of the Board of Management can be found on our
website.

The Executive Committee and its duties

PostNL has an Executive Committee, which has been installed
to advise and support the Board of Management in its duties
and responsibilities. The Executive Committee assists the Board
of Management in achieving the company’s business objectives
and implementing the strategic goals, and provides support
and expertise in pursuit of the company’s strategic goals. The
Executive Committee is also responsible for managing PostNL's
senior leadership talent and to manage talent consistently at all
business segments of PostNL.
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In the performance of its responsibilities, the Executive
Committee shall act in accordance with the interests of PostNL
and the business connected with it, taking into consideration
the interests of PostNL's stakeholders. The members of the
Executive Committee have regular contact with the Supervisory
Board, both formally (in meetings of the Supervisory Board)
and informally (at the initiative of a member of the Executive
Committee or of a member of the Supervisory Board). The CEO
acts as the first contact between the Executive Committee and
the Supervisory Board and its Chairman.

The Executive Committee consists of the members of the Board
of Management and the directors of the PostNL businesses
(Mail in the Netherlands and Parcels and Logistic solutions),
Customer Excellence, HR and IT. The responsibility for
day-to-day management of the PostNL business segments is
decentralised within established standards, processes,
requirements and guidelines. Each Executive Committee
member bears responsibility for the operations and
management in his or her business segment or staff function, in
line with PostNL's policies, values and principles and
compliance standards.

The Board of Management reviews and assesses the
performance of the Executive Committee, as well as the
effectiveness of the governance structure of the Executive
Committee, at least once a year. In doing so, the Board of
Management shall take account of the checks and balances
that are part of PostNL's two-tier system, such as whether the
Supervisory Board is informed adequately.

With the exception of the members of the Board of
Management, Executive Committee members are appointed,
suspended and dismissed by the Board of Management.

The by-laws of the Executive Committee can be found on our
website.

Composition Board of Management and
Executive Committee

At year-end 2018, the Board of Management consisted of two
members: the chairman and chief executive officer (CEQ) Ms
H.W.P.M.A. Verhagen and the chief financial officer (CFO) Mr P.
Berendsen. Mr Berendsen, previously director International and
Growth, was appointed CFO as per 18 April 2018. In light of the
appointment of Mr Berendsen, the composition of the
Executive Committee was changed as per the same date,
whereby the responsibility for Postcon and Nexive was vested
with the CFO, the responsibility for Cross Border Solutions
(CBS) was vested with the director Customer Excellence and
the responsibility for Growth was vested with the director IT. As
such, the number of Executive Committee members was
decreased from eight to seven.
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At year-end 2018, the Executive Committee consisted of the

following seven members:

- Herna Verhagen (CEO and chairman)

- Pim Berendsen (CFO)

- Resi Becker, responsible for Mail in the Netherlands

- Arno van Bijnen, responsible for Customer Excellence and CBS

- Bobvan lerland, responsible for HR

- Liesbeth Kaashoek, responsible for Parcels and Logistic
solutions

- Marcel Krom, responsible for IT and Growth.

Biographies Board of Management

H.W.P.M.A. (Herna) Verhagen (1966, Dutch, female)
— Chief Executive Officer

Ms Verhagen became chief executive officer on 24 April 2012.

She was appointed member of the Board of Management per
31 May 2011 and reappointed per 14 April 2015 for a period of
four years. Ms Verhagen started working for one of the legal
predecessors of PostNL in 1991 as sales manager. Subsequent
roles included marketing & sales director, coordinating
managing director Mail NL in the Mail division and managing
director Group HR of TNT.

Ms Verhagen is responsible for Mail in the Netherlands, Parcels
and Logistic solutions, CBS, Growth and Customer Excellence.
Furthermore, her portfolio includes corporate strategy, public
affairs, communication, corporate responsibility, human
resources, IT and internal audit.

Ms Verhagen is a member of the Supervisory Boards of

Rexel S.A. (France), and the Concertgebouw (Amsterdam
concert hall). She is a member of the Executive Committee of
the Confederation of Netherlands Industry and Employers
(VNO-NCW).

Ms Verhagen holds no positions as referred to in article 2:132a
of the Dutch Civil Code. This article is described as "number of
supervisory positions” in Appendix 3: Glossary and definitions.

P. Berendsen (1973, Dutch, male) — Chief Financial
Officer
Mr Berendsen was appointed chief financial officer and

member of the Board of Management per 18 april 2018 for a
period of four years. Mr Berendsen joined PostNL and its legal
predecessors in 2000 and held various positions, including
financial director and managing director Data and Document
Management Unit, financial director Euromail and manager
strategy and M&A of Cendris. Between 2013 and 2015 he was
director corporate development of Van Gansewinkel Group,
returning to PostNL in 2015 to become member of the
Executive Committee, responsible for International, M&A and
Growth. He started his career as international tax advisor at
Arthur Andersen.

Mr Berendsen is responsible for Nexive and Postcon, legal,
procurement & services, investor relations, M&A, tax and
finance.
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Mr Berendsen is a member of the board of advice of Endeit
Investment Fund and chairman of the Johan Cruijff Foundation.

Mr Berendsen holds no positions as referred to in article 2:132a
of the Dutch Civil Code. This article is described as "number of
supervisory positions" in Appendix 3: Glossary and definitions.

Supervisory Board

The Supervisory Board and its duties

The Supervisory Board is charged with supervising the Board of
Management and the general course of affairs of PostNL, as
well as assisting the Board of Management with advice. The
Supervisory Board evaluates the main organisational structure
and the risk management, internal control, integrity and
compliance systems established by the Board of Management,
as well as the general and financial risks.

In performing its duties, the Supervisory Board acts in
accordance with the interests of PostNL and considers the
relevant interests of the company’s stakeholders. The
responsibility for proper performance of its duties is vested in
the Supervisory Board as a whole. Members of the Supervisory
Board perform their duties without mandate and independent
of any particular interest in the company's business. Members
of the Supervisory Board may take views that differ from those
of the Board of Management. PostNL's Supervisory Board is
responsible for the quality of its own performance, which is
reviewed annually.

The Supervisory Board performs an oversight role with respect
to corporate responsibility issues supported by PostNL's
internal audit function and the company’s external auditors
who monitor the non-financial governance structure and
reporting.

The Board of Management provides the Supervisory Board with
the information necessary for the proper performance of its
duties in a timely manner. In addition, the Board of
Management is required to provide the means to allow the
Supervisory Board and its individual members to obtain all
information necessary to be able to function as the supervisory
body of PostNL. The Board of Management seeks full
transparency in its communication with the Supervisory Board.

The by-laws of the Supervisory Board can be found on our
website, www.postnl.nl.

Composition of the Supervisory Board

At the Annual General Meeting of Shareholders held on 17 April
2018, the shareholders appointed Mr Nooitgedagt as member
of the Supervisory Board for a period of four years. At the same
time, Mr Wallage was reappointed for a period of two years. As
per 19 June 2018, Mr Nooitgedagt was appointed chairman of
the Supervisory Board, and Mr Wallage was appointed vice
chairman.
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At year-end 2018, the Supervisory Board consisted of seven
members: the chairman of the Supervisory Board, Mr
Nooitgedagt (who is also chairman of the Nomination
Committee); Mr Wallage (vice chairman of the Supervisory
Board and chairman of the Remuneration Committee); Mr Blok;
Ms Menssen (chairman of the Audit Committee); Ms Jongerius;
Mr Engel; and Mr Révekamp.

At the Annual General Meeting of Shareholders in April 2019,
Ms Menssen will be available for reappointment as Supervisory
Board member for a period of two years.

The following table provides an overview of the composition of
the Supervisory Board committees per year-end 2018.

PostNL

Composition of Supervisory Board committees

2018
Committee Audit Remuneration Nomination
Chair ThessaMenssen  Jacques Wallage  Jan Nooitgedagt
Member Eelco Blok Eelco Blok Jacques Wallage
Member Marc Engel Marc Engel Agnes Jongerius
Member Thessa Menssen
Member Frank Rvekamp

Members of the Supervisory Board are appointed by

the General Meeting of Shareholders following nomination by
the Supervisory Board. The General Meeting of Shareholders
can dismiss the Supervisory Board in its entirety by an absolute
majority of the votes cast representing at least one-third of the
issued share capital. According to the by-laws and the profile of
the Supervisory Board, a person may be appointed to the
Supervisory Board for a maximum period of four years and may
then be reappointed once for another four-year period. The
Supervisory Board member may subsequently be reappointed
again for a period of two years, and this appointment may be
extended by at most two years. PostNL'’s articles of association
provide that members of the Supervisory Board shall resign
periodically in accordance with a rotation plan drawn up by the
Supervisory Board in order to limit the number of simultaneous
appointments or reappointments. The rotation plan is available
on our website. Further details on the appointment and
dismissal of members of the Supervisory Board can be found in
our articles of association.

Pursuant to our articles of association, the Supervisory Board
has at least three members. Taking this requirement into
account, the Supervisory Board decides on the number of its
members. At the date of this report, the Supervisory Board
consists of seven members. The Supervisory Board prepared a
profile of its size and composition, taking into account the
nature of PostNL's business and activities and the desired
expertise, competences, diversity and background of the
members of the Supervisory Board. The Supervisory Board also
adopted a diversity policy for PostNL addressing the
composition of the Supervisory Board, Board of Management
and Executive Committee. This policy can be found on our
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website, www.postnl.nl. The Supervisory Board ensures that its
composition meets the required profile and is as independent
and diverse as possible, assuring sufficient knowledge of mail
and communication, logistics, corporate responsibility,
management, public affairs, IT, finance, corporate governance
and the capital markets. A Supervisory Board member must be
capable of assessing the broad outline of the company’s overall
policy and should have the specific expertise required to fulfil
the duties assigned to his or her designated role within the
framework of the profile. Each member should have sufficient
time available for the proper performance of his or her duties.

The Supervisory Board evaluates its profile regularly and
discusses the profile at the Annual General Meeting of
Shareholders and with PostNL's central works council when it
amends the profile. The profile of the Supervisory Board is
available on our website.

Chairman

The chairman of the Supervisory Board determines the agenda
and presides over meetings of the Supervisory Board. The
chairman is responsible for the proper functioning of the
Supervisory Board and its committees. In addition, the
chairman arranges an introduction and training programme for
new members of the Supervisory Board and initiates the
evaluation of the performance of the members of the
Supervisory Board and the Board of Management. The
chairman of the Supervisory Board may not be a former
member of PostNL's Board of Management.

Committees of the Supervisory Board

PostNL's Supervisory Board has an Audit Committee,
Nomination Committee and Remuneration Committee. The
committees have an advisory role based on a mandate from the
Supervisory Board. Only the Supervisory Board has
decision-making power. Each committee reports its
deliberations, findings and recommendations after each
meeting to the full Supervisory Board. The committees operate
pursuant to terms of reference set by the Supervisory Board in
accordance with the law and the Code. The terms of reference
are available on our website.

Audit Committee
The Audit Committee assists and advises the Supervisory Board

and prepares the decision-making of the Supervisory Board on
the monitoring of the integrity and quality of the financial
reporting by the company and on the effectiveness of the
internal risk management and control systems of the company.
The Audit Committee focuses inter alia on the supervision of
the Board of Management concerning (i) the integrity of the
company’s financial and corporate responsibility reporting
(including but not limited to the choice of accounting policies,
application and assessment of the effects of new rules,
information about the handling of estimated items in the
financial statements and forecasts), (ii) the external auditor's
qualifications and independence, remuneration and non-audit
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services for the company, (iii) the relationship with the external
auditor and the compliance by PostNL with the
recommendations from the external auditor and the internal
audit function, (iv) the company’s financing, (v) the company's
tax policy, (vi) the application of information and
communication technology by the company, including the risks
related to cyber security, and (vii) compliance with relevant
legislation and codes of conduct.

The Audit Committee consists of at least three members. All
members of the Audit Committee are members of the
Supervisory Board who are independent within the meaning of
the by-laws of the Supervisory Board and the applicable
corporate governance rules. A member of the Audit Committee
shall not simultaneously serve on the Audit Committee of more
than two other companies unless the Supervisory Board
determines that this simultaneous service would not impair the
ability of such a member to serve effectively on the Audit
Committee.

Each member of the Audit Committee must be financially
literate and at least one member of the Audit Committee shall
be a financial expert, with relevant knowledge and expertise of
financial administration and accounting for listed companies or
other large companies.

Nomination Committee
The Nomination Committee assists the Supervisory Board on

matters relating to the appointment procedures for members
of the Supervisory Board and the Board of Management and
procedures to secure adequate succession of members of the
Board of Management and the assessment of such candidates,
and with assessing the size and composition of the Supervisory
Board and the Board of Management. The Nomination
Committee prepares proposals for nominations, appointments
and reappointments. At least once a year, the size and
composition of the Supervisory Board and the Board of
Management and the functioning of the individual members
are assessed by the Nomination Committee and discussed by
the Supervisory Board.

The Nomination Committee consists of at least three members,
including the chairman (or vice chairman) of the Supervisory
Board. All members of the Nomination Committee are
members of the Supervisory Board and are independent within
the meaning of the by-laws of the Supervisory Board and the
applicable corporate governance rules.

Remuneration Committee
The Remuneration Committee proposes a clear and

understandable remuneration policy to be pursued and the
remuneration of the individual members of the Board of
Management, which proposal shall be prepared in accordance
with the remuneration policy, proposes common targets for
members of the Board of Management for the three coming
years, prepares the remuneration report, reviews the granting
of company shares or options for company shares to other
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senior management of the company pursuant to its share
plans, and prepares a clear and understandable proposal for the
remuneration of Supervisory Board members for submission to
the General Meeting of Shareholders.

The Remuneration Committee consists of at least three
members. The chairman of the Remuneration Committee shall
not simultaneously be the chairman of the Supervisory Board.
All members of the Remuneration Committee are members of
the Supervisory Board and are independent within the meaning
of the by-laws of the Supervisory Board and the applicable
corporate governance rules.

Information by external parties
The Supervisory Board and its committees may hire

independent advisors as it deems appropriate. There is an
agreed procedure for members of the Supervisory Board to
obtain independent professional advice paid for by the
company, if so required.

Biographies Supervisory Board

All members of the Supervisory Board are Dutch and
independent within the meaning of provision 2.1.7 of the Code.
Their ages range from 51 to 72. The majority of the members
possess a university or equivalent degree. Fields of expertise
and experience range from administration/public
administration and general management to experience in
labour issues or a commercial background. The Supervisory
Board evaluates the required competences regularly. The
competences matrix of the Supervisory Board is available on
our website.

J.J. (Jan) Nooitgedagt (1953, Dutch, male) —
Chairman Supervisory Board
Mr Nooitgedagt was appointed member of the Supervisory

Board on 17 April 2018 and chairman of the Supervisory Board
on 19 June 2018. His current term expires in 2022. Mr
Nooitgedagt is chairman of the Supervisory Board of TMG and
member of the supervisory board of Bank Nederlandse
Gemeenten and Rabobank. Additionally, his other positions
include chair of the board of VEUO (Association of listed AEX
companies) and foundation Nyenrode, member of the audit
committee of the ministry of Security and Justice, and member
of the advisory committee Financial Reporting and
Accountancy of the Authority Financial Markets, and of the
advisory committee governance, risk and compliance of the
Dutch Institute of Chartered Accountants (NBA).

Mr Nooitgedagt was formerly member of the executive board
and CFO of AEGON and held different positions at EY, ulti-
mately as managing partner for the Netherlands and Belgium

Mr Nooitgedagt holds five positions as referred to in article
2:142a of the Dutch Civil Code. This article is described as
"number of supervisory positions" in Appendix 3: Glossary and
definitions.
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J. (Jacques) Wallage (1946, Dutch, male) — Vice
chairman Supervisory Board
Mr Wallage was appointed member of the Supervisory Board

on 8 April 2010. His current term expires in 2020. Mr Wallage is
co-chairman of the Consultative Body Infrastructure and
Environment. He is an honorary professor at the University of
Groningen, the Netherlands (transition in public
administration).

He was a member of the Dutch Second Chamber of Parliament
and served as a state secretary for Education and Sciences and
as a state secretary for Social Affairs and Employment. He was
mayor of the city of Groningen from 1998 until 2009.

Mr Wallage holds two positions as referred to in article 2:142a
of the Dutch Civil Code. This article is described as "number of
supervisory positions” in Appendix 3: Glossary and definitions.

E. (Eelco) Blok (1957, Dutch, male)
Mr Blok was appointed member of the Supervisory Board on 18

April 2017. His current term expires in 2021. He is a member of
the Supervisory Board of Signify, non-executive director of
Telstra and advisor to the board of Reggeborgh Groep.

Mr Blok was CEO and chairman of the management board of
KPN. Before joining KPN’s management board, Mr. Blok held
various positions within KPN (and its legal predecessors).

Mr Blok holds two positions as referred to in article 2:142a of
the Dutch Civil Code. This article is described as "number of
supervisory positions” in Appendix 3: Glossary and definitions.

J.W.M. (Marc) Engel (1966, Dutch, male)
Mr Engel was appointed member of the Supervisory Board on

16 April 2013. His current term expires in 2021. He is Chief
Supply Chain Officer and member of Unilever Leadership
Executive, London.

Since 1995, he has held several positions within the Unilever
group. Before that, he worked at Shell International.

Mr Engel holds one position as referred to in article 2:142a of
the Dutch Civil Code. This article is described as "number of
supervisory positions” in Appendix 3: Glossary and definitions.

A.M. (Agnes) Jongerius (1960, Dutch, female)
Ms Jongerius was appointed member of the Supervisory Board

on 16 April 2013. Her current term expires in 2021. Sheis a
member of the European Parliament.

She was president of the Dutch Trade Union Confederation
(FNV), a member of the Social and Economic Council (SER) and
workers' chair of the Labour Foundation.

Ms Jongerius holds one position as referred to in article 2:142a
of the Dutch Civil Code. This article is described as "number of
supervisory positions” in Appendix 3: Glossary and definitions.
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T. (Thessa) Menssen (1967, Dutch, female)
Ms Menssen was appointed member of the Supervisory Board

on 25 May 2011. Her current term expires in 2019. Sheis a
member of the Supervisory Board of the Dutch Development
Bank (FMO0), the Kréller Miller Museum and the National
Maritime Museum.

Ms Menssen was chief financial officer and member of the
Executive Board of Royal BAM Group and chief operating officer
of the Port Authority of Rotterdam, and member of the
Supervisory Board of the Rotterdam Philharmonic Orchestra.

Ms Menssen holds one position as referred to in article 2:142a
of the Dutch Civil Code. This article is described as "number of
supervisory positions" in Appendix 3: Glossary and definitions.

F.H. (Frank) Révekamp (1955, Dutch, male)
Mr Révekamp was appointed member of the Supervisory Board

on 24 April 2012. His current term expires in 2020. He is
chairman of the Supervisory Boards of Vodafone Germany
GmbH, Calco BV, Vereniging Vluchtelingenwerk Nederland,
Royal Theatre Carré and Kasteel de Haar.

He was a non-executive member of the Board of UNIT4,
member of the Executive Committee and group Chief
Commercial Officer of Vodafone Group, president and CEO of
Beyoo and senior vice president (marketing and revenue
management) of KLM Royal Dutch Airlines.

Mr Révekamp holds one position as referred to in article 2:142a
of the Dutch Civil Code. This article is described as "number of
supervisory positions" in Appendix 3: Glossary and definitions.

Conflict of interest

Each member of the Board of Management and the
Supervisory Board must immediately report and provide all
relevant information to the chairman of the Supervisory Board
about any conflict of interest or potential conflict of interest,
material or not to the company and/or to the relevant member.
A member of the Board of Management also informs the other
members of the Board of Management (as applicable).

If the chairman of the Supervisory Board has a conflict of
interest or potential conflict of interest that is material to the
company and/or to him, he is required to report this
immediately to the vice chairman of the Supervisory Board and
to provide all relevant information. In all situations, this includes
information concerning a spouse, registered partner or other
life companion, (foster) child or other relatives by blood or
marriage up to the second degree.

The Supervisory Board is responsible for deciding how to
resolve a conflict of interest between members of the Board of
Management, members of the Supervisory Board and/or the
external auditor on the one hand and the company on the
other.
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In the event of a conflict of interest between PostNL and a
member of the Board of Management, the company will be
represented by another member of the Board of Management
or amember of the Supervisory Board appointed by the
Supervisory Board for this purpose.

A decision to enter into a transaction involving a conflict of
interest with a member of the Board of Management or the
Supervisory Board, material or not, to the company or to the
relevant member requires the approval of the Supervisory
Board. No such transactions were entered into in 2018, so best
practice provisions 2.7.3 and 2.7.4 of the Code did not appluy.

The by-laws of the Board of Management and the Supervisory
Board also include a provision that a member of the Board of
Management or the Supervisory Board does not participate in
any discussion or decision-making that involves a subject or
transaction in relation to which the member has a conflict of
interest with the companuy. In 2018, there were no cases
whereby conflict of interest occurred.

Insider trading — share ownership

Members of the Supervisory Board, the Board of Management
and PostNL’s senior management are subject to the PostNL
Group Policy on Prevention of Insider Trading, which sets rules
to prevent insider trading in our financial instruments and in
securities other than PostNL's financial instruments.

Share ownership is not mandatory for members of the Board of
Management and Supervisory Board.

The table below lists the total number of PostNL shares held by
each member of the Board of Management, including shares
vested under PostNL's performance share plan and variable
remuneration. The table does not state the unvested shares
which have been allocated to such members under PostNL's
performance share plan. None of the Supervisory Board
members holds any PostNL shares at the date of this annual
report.

PostNL

Shares held by Board of Management/Supervisory Board
2017-2018, number of shares

31Dec2017  31Dec2018

Board of Management
Herna Verhagen 220,417 247,840
Pim Berendsen 23,222 34,851

This table does not include any granted rights on shares allocated to the members
of the Board of Management under PostNL's participation in the variable
compensation scheme. See note 5.1 to the consolidated financial statements and
the chapter Remuneration report under actual remuneration in 2018. The
information in this table is publicly available at www.afm.nl.
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Diversity

As described elsewhere in this Annual Report, PostNL believes
in the strength of diversity and inclusion. We respect and value
differences between people, as they make our organisation
stronger, more innovative and more appealing. This also
translates into our aim for diversity in the composition of the
Executive Committee, Board of Management and Supervisory
Board. The Supervisory Board seeks to promote diversity
among the members of the Executive Committee, Board of
Management and Supervisory Board with regard to age, sex,
level of expertise and experience, and nationality. We aim to
create a balance, to the extent possible, in which the diversity
referred to above is expressed and where the objective is to
comply, at the very least, with the statutory requirements.
Please be referred to our Diversity and inclusion policy which
can be found on the PostNL website.

Pursuant to the Dutch Civil Code, at least 30% of the seats on
PostNL's Board of Management and Supervisory Board should
be filled by men and at least 30% by women, in order to qualify
as balanced. PostNL's Executive Committee has seven
members, of which three are female, i.e. 42.9% of the seats
filled by women. The Board of Management has one female
and one male member, i.e. 50% of the seats filled by women.
Consequently, the Board of Management and the Executive
Committee have a balanced representation of men and
women. The Supervisory Board has seven members, of which
two are women, i.e. 28.6% of the seats filled by women.
Consequently, the Supervisory Board does not fully meet the
required 30% female representation.

As follows from PostNL's diversity policy and the profile of the
Supervisory Board, diversity is taken into account when
selecting candidates in case of a vacancy in the Executive
Committee, Board of Management and Supervisory Board.
Ultimately, the capacities of the selected candidates are
assessed irrespective of the candidate's gender and the most
qualified candidates will be nominated for appointment.

In 2018, Mr Wallage was up for reappointment as member of
the Supervisory Board. Mr Berendsen was appointed as CFO of
the Board of Management replacing Mr. J.P.P. Bos, who
stepped down from his position. Other than the departure of Mr
Bos, the composition of the Executive Committee remained
unchanged in 2018.

Corporate secretary

The Executive Committee, Board of Management and
Supervisory Board are assisted by PostNL'’s corporate
secretary. Allmembers of the Executive Committee, Board of
Management and Supervisory Board have access to the advice
and services of the corporate secretary, who is responsible for
ensuring that the Executive Committee, Board of Management
and Supervisory Board procedures are followed and that each
of these bodies acts in accordance with the law, the articles of
association and the relevant by-laws.
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Shareholders and their rights

General meeting of shareholders

PostNL is required to hold an Annual General Meeting of
Shareholders within six months of the end of the financial year.
The agenda for this meeting includes the adoption of the
financial statements, a proposal on dividend and the release
from liability of the members of the Board of Management and
the Supervisory Board for the performance of their respective
duties during the financial year. This release only covers liability
for matters reflected in the relevant financial statements or
otherwise disclosed to the General Meeting of Shareholders
prior to the adoption of the relevant financial statements.

General Meetings of Shareholders are held as often as the
Board of Management or the Supervisory Board deem
necessary, and shall be convened in case of a decision entailing
asignificant change in the identity or character of PostNL or its
business.

Furthermore, the Supervisory Board and the Board of
Management are in principle required to convene a
shareholders meeting in case one or more shareholders
representing at least 10% of PostNL's issued share capital so
request in writing, stating the proposed agenda in detail.

General Meetings of Shareholders may be held in Amsterdam,
The Hague, Hoofddorp or in the municipality of
Haarlemmermeer (Schiphol).

One or more shareholders representing at least 1% of PostNL's
issued share capital are entitled to request that the Board of
Management or the Supervisory Board place items on the
agenda of a General Meeting of Shareholders. Such arequest
must be honoured by the Board of Management or the
Supervisory Board, provided that the request is received in
writing at least 60 days before the date of such a meeting. In
the event a request is made by one or more shareholders to
either convene a meeting or to place an item on the agenda of a
General Meeting of Shareholders that may result in a change of
the company's strategy, the Board of Management is entitled
to areasonable period in which to respond, which shall not
exceed 180 days.

The Central Works Council of PostNL has the right to form an
opinion on proposals to determine or modify the policy on the
remuneration of the Board of Management, proposals that
entail a significant change in the identity or character of the
company or its business and proposals to appoint a member of
the Supervisory Board. The Central Works Council has the right
to explain its position during the General Meeting of
Shareholders.

General Meetings of Shareholders are convened at least 42
days in advance by a notice published on the company’s
website.
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Each shareholder is entitled to attend a General Meeting of
Shareholders, either in person or by written or electronic proxy,
to address the meeting and to exercise voting rights, subject to
the provisions of PostNL's articles of association. An eligible
shareholder has the aforementioned rights if registered as a
shareholder on the applicable record date to the extent
described by Dutch law.

Each PostNL share carries the right to cast one vote. Unless
Dutch law or PostNL's articles of association stipulate
otherwise, resolutions are passed by a simple majority of votes
cast by the shareholders present or represented at the
meeting. Pursuant to PostNL's articles of association, there are
no limitations to the rights of Dutch, non-resident or foreign
shareholders to hold or exercise voting rights in respect of
PostNL's securities.

General meeting of shareholders 2018

On 17 April 2018, PostNL held its Annual General Meeting of
Shareholders in The Hague, the Netherlands. The attendance
rate was 33.92% of the total outstanding share capital.

At the Annual General Meeting of Shareholders, the following

resolutions were adopted:

- The adoption of the 2017 financial statements,

- The appropriation of profit over the financial year 2017

- The release of the Board of Management and Supervisory
Board from liability for the performance of their respective
duties during the financial year 2017

- The appointment of Mr Nooitgedagt and the reappointment
of Mr Wallage as members of the Supervisory Board

- Extension of the mandate granted to the Board of
Management to issue ordinary shares until 17 October 2019
(limited to 10% of the issued capital at the time of issue and
an additional 10% of the issued capital at the time of issue in
case of a merger or an acquisition)

- Extension of the mandate granted to the Board of
Management to limit or exclude pre-emptive rights to issue
ordinary shares until 17 October 2019 (limited to 10% of the
issued capital at the time of issue and an additional 10% of the
issued capital at the time of issue in case of a merger or an
acquisition).

With respect to the last two bullets, see also the section Articles
of association, share acquisition, reduction and increase of
issued share capital below.

The agenda, resolutions and voting results for each resolution,
the presentations given during the meeting and a webcast of
the meeting are available on our website in Dutch and English.

Minutes of the meeting are available in Dutch only.
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Liquidation rights

In the event of PostNL's dissolution and liquidation, the assets
remaining after payment of all debts and liquidation expenses
are to be distributed in the following order of preference: firstly,
to the holders of all outstanding preference shares B (if any),
the nominal amount paid up on these shares plus accumulated
dividends for preceding years that have not yet been paid; and
secondly, to holders of ordinary shares in proportion to their
shareholdings.

Changes to the rights of shareholders

Rights of shareholders may change by way of an amendment
to the articles of association, a statutory merger or demerger
within the meaning of book 2 of the Dutch Civil Code, or
dissolution of the companuy. A resolution of the General
Meeting of Shareholders is required to effect these changes.
Under PostNL's articles of association, such a resolution may
only be adopted upon a proposal by the Board of Management
that has been approved by the Supervisory Board.

Major shareholders

To PostNL’s knowledge, it is not directly or indirectly owned or
controlled by another company or by any government. PostNL
does not know of any arrangements of which the operation
might, at a subsequent date, result in a change of control,
except as described under ‘Foundation Continuity PostNL and
preference shares B' below.

The Financial Markets Supervision Act (Wet op het financieel
toezicht) imposes a duty to disclose percentage holdings in the
capital and/or underlying financial instruments and/or voting
rights in the company when such holding reaches, exceeds or
falls below 3%, 5%, 10%, 15%, 20%, 25%, 30%, 40%, 50%,
60%, 75% and 95%. Such a disclosure must be made to the
Dutch Financial Markets Authority (AFM) without delay. The
AFM then notifies the company.

Articles of association, share
acquisition, reduction and increase of
issued share capital

Amendment of the articles of association

The company’s articles of association can be amended upon a
proposal by the Board of Management, approved by the
Supervisory Board and adopted by the General Meeting of
Shareholders. A proposal to amend the articles of association
must be stated in a notice convening a General Meeting of
Shareholders and announced in such a manner as permitted by
law at the time. The proposal shall be passed upon an absolute
majority of the votes cast in the General Meeting of
Shareholders. PostNL's articles of association are available on
our website.
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Ability of the company to acquire its own

shares

Under its articles of association, PostNL may acquire its own

shares, provided that they are fully paid up. If such shares are

acquired for consideration, the following conditions apply:

- PostNL's shareholders' equity less the purchase price may not
fall below the sum of the paid-up capital and any reserves
required to be maintained by Dutch law or pursuant to the
articles of association

- Following the share acquisition, PostNL may not hold shares
with an aggregate nominal value exceeding half of its issued
share capital.

The Board of Management is authorised to decide to acquire
PostNL shares. Such a resolution requires the approval of the
Supervisory Board. In addition, the Board of Management
requires prior authorisation by the General Meeting of
Shareholders. This authorisation may be valid for a period not
exceeding 18 months and must specify:

- The number of shares that may be acquired

- The manner in which shares may be acquired

- The price limits within which shares may be acquired.

Authorisation by the General Meeting of Shareholders is not
required if the PostNL shares are acquired for the purpose of
transferring those shares to PostNL employees pursuant to any
arrangements applicable to such employees.

Reduction of issued share capital in general
The issued share capital may be reduced by the cancellation of
shares following a repurchase. PostNL's issued share capital
may also be reduced if the nominal value of its shares is
reduced by amendment of PostNL's articles of association. The
resolution to reduce PostNL's issued share capital requires the
approval of the General Meeting of Shareholders. Pursuant to
PostNL's articles of association, such a resolution may be
adopted pursuant to a proposal of the Board of Management
that has been approved by the Supervisory Board. The latter
requirement is more stringent than Dutch law.

Increase of issued share capital by issuance of
shares/pre-emptive rights

PostNL's Board of Management has been designated as the
body authorised to resolve on the issuance of shares and to
grant rights to subscribe for shares, including options and
warrants. Such a resolution is subject to the approval of the
Supervisory Board. The scope and duration of this authority of
the Board of Management are determined by the General
Meeting of Shareholders. The Board of Management cannot be
authorised to issue more shares than the number of authorised
shares that have not beenissued (i.e. the number of authorised
shares minus the number of issued shares). The authority may
not be granted for a period longer than five years.

The term of designation of the Board of Management as the
body authorised to resolve on the issuance of shares may also
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be extended by amendment of PostNL’s articles of association.

If no extension is given, the issue of shares or granting of rights
to subscribe for shares requires a resolution of the General
Meeting of Shareholders. Such a resolution may only be
adopted pursuant to a proposal by the Board of Management
that has been approved by the Supervisory Board.

In principle, each holder of ordinary shares has a pre-emptive
right in case of any issue of ordinary shares or the granting of
rights to subscribe for these shares.

Pursuant to PostNL'’s articles of association, shareholders’
pre-emptive rights may be restricted or excluded by a
resolution of the Board of Management, provided and as long
as the Board of Management has been designated as the body
authorised to resolve on the issuance of shares. Such a
resolution is subject to the approval of the Supervisory Board.
Pursuant to PostNL's articles of association, the provisions
relating to the scope and duration of the authority to issue
shares and grant rights to subscribe for ordinary shares are also
applicable to the scope and duration of the authority to exclude
or restrict pre-emptive rights.

Dividend

The Board of Management may determine, subject to approval
by the Supervisory Board, that any dividend on ordinary shares
will be paid wholly or partly in PostNL ordinary shares instead
of cash, or that any dividend will be paid by giving shareholders
the option to choose between PostNL ordinary shares or cash
(optional dividends).

If and when dividends are declared, PostNL pays dividends out
of its profits, or by exception out of the distributable part of its
shareholders’ equity as shown in PostNL'’s financial statements.
PostNL is not allowed to pay dividends if the payment would
reduce shareholders’ equity below the sum of the paid-up
capital and any reserves required by Dutch law or the
company's articles of association.

The Board of Management may, subject to approval by the
Supervisory Board and to provisions of Dutch law, distribute
interim dividend.

No dividend shall be paid on shares held by PostNL. Such shares
shall not be included for the calculation of the profit
distribution, unless the Board of Management resolves
otherwise. Such a resolution is subject to the approval of the
Supervisory Board.

Under PostNL's articles of association, if preference shares B
have been issued, PostNL must pay dividends on the paid-up
portion of the nominal value of the preference shares B.
Payment is made at a rate of the average 12-month EURIBOR
(Euro Interbank Offered Rate), weighted to reflect the number
of days for which the payment is made, plus a premium to be
determined by the Board of Management, subject to approval
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by the Supervisory Board, of at least one percentage point and
at most three percentage points.

The Board of Management then determines, subject to the
approval of the Supervisory Board, the part of the remaining
profits to be appropriated to reserves. The profit that remains
after appropriation is at the disposal of the General Meeting of
Shareholders.

More information about PostNL's dividend policy can be found
in chapter 17: PostNL on the capital markets, and on our
website. Any changes to these guidelines shall be explained in a
separate agenda item at the Annual General Meeting of
Shareholders.

Foundation Continuity PostNL and
preference shares B

Stichting Continuiteit PostNL (Foundation Continuity PostNL)
was formed to safeguard the interests of PostNL, the
undertaking connected with PostNL and all parties involved. It
does this by, among other things, preventing any influences
that could threaten PostNL's continuity, independence and
identity, as far as possible. Foundation Continuity PostNL is an
independent legal entity and is not owned or controlled by
PostNL or any other legal person.

PostNL's articles of association provide for protective
preference shares B that can be issued to Foundation
Continuity PostNL. The preference shares B have a nominal
value of €0.08 and have the same voting rights as PostNL's
ordinary shares.

PostNL and Foundation Continuity PostNL have entered into a
call option agreement, which enables Foundation Continuity
PostNL to acquire a number of preference shares B not
exceeding the total issued number of shares minus one and
minus any shares already issued to Foundation Continuity
PostNL. The call option agreement is meant as a preventive
measure against influences that might threaten the continuity,
independence and identity of the company. Preference shares
B will be outstanding no longer than strictly necessary. At date
of publication of this Annual Report, there were no preference
shares B issued. The exercise price with respect to the call
option is the nominal value of €0.08 per preference share B,
although upon exercise only €0.02 per preference share B is
required to be paid. The additional €0.06 is due when the Board
of Management, subject to the approval of the Supervisory
Board, requests payment. Foundation Continuity PostNL has
credit facilities in place to enable it to exercise the call option.

Six months after the issuance of preference shares B,
Foundation Continuity PostNL may require PostNL to convene
a General Meeting of Shareholders to discuss cancellation of
these shares. However, if within these six months Foundation
Continuity PostNL should receive a demand for repayment
under the credit facilities referred to above, it may also require
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PostNL to convene a General Meeting of Shareholders. In
accordance with PostNL's articles of association, a General
Meeting of Shareholders must be convened no later than 12
months after the first date of issuance of any preference shares
B to Foundation Continuity PostNL. The agenda for that
meeting shall include a resolution regarding the repurchase
and/or cancellation of the preference shares B.

PostNL has granted Foundation Continuity PostNL the right to
file an application for an inquiry into the policy and conduct of
PostNL's business with the Enterprise Chamber of the
Amsterdam Court of Appeal (Ondernemingskamer). Should
such an inquiry be granted, the Enterprise Chamber may
impose immediate provisions.

As per 31 December 2018, the members of the Board of
Foundation Continuity PostNL were Mr J.H.M. Lindenbergh
(chairman), Mr W. van Vonno, Mr M.P. Nieuwe Weme and Ms
Y.C.M.T. van Rooy. All members of the Board of Foundation
Continuity PostNL are independent from PostNL. This means
that Foundation Continuity PostNL is an independent legal
entity as referred to in section 5:71 paragraph 1 sub c of the
Dutch Financial Markets Supervision Act (Wet op het financieel
toezicht).

Shareholder dialogue

PostNL endeavours to stay in regular contact with its
shareholders. The CEO, CFO and the investor relations team
meet with shareholders during roadshows and conduct
individual meetings and calls during the year.

Communication takes place with governance institutions
representing shareholder groups before the Annual General
Meeting of Shareholders and also during the year. PostNL does
not have a specific policy to introduce members of the
Supervisory Board to PostNL shareholders. The company has a
policy on bilateral contacts with the shareholders which is
included in the investor relations policy and published on
PostNL's website. More information about PostNL's investor
relations can be found in chapter 17: PostNL on the capital
markets.

Furthermore, PostNL organises an annual dialogue with its
stakeholders, in addition to the daily, ongoing contacts with
customers, regulators, interest groups, et cetera. More
information about PostNL's stakeholder dialogue can be found
in chapter 19: Non-Financial statements, section: 'Basis of
preperation'.

External auditor

PostNL’s external auditor, Ernst & Young Accountants LLP, is
appointed by the General Meeting of Shareholders. The lead
partner rotates after a maximum period of five years and the
key audit partners rotate after a maximum period of seven
years. Ms S.D.J. Overbeek - Goeseije has been the lead audit
partner since 2017.
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The Supervisory Board recommends to the General Meeting of
Shareholders the appointment or replacement of the external
auditor. In doing so, it considers the Audit Committee’s advice
regarding the external auditor's nomination for
appointment/reappointment or dismissal. The Audit
Committee prepares the selection of the external auditor. The
Audit Committee reports annually to the Supervisory Board on
the functioning of, and relevant developments in the
relationship with the external auditor. The Audit Committee
gives due consideration to the Board of Management's
observations in this respect. At the Annual General Meeting of
Shareholders in April 2019, we will propose to reappoint Ernst &
Young Accountants LLP as external auditor for PostNL for
another 2 years, that is for the financial years 2019 and 2020.
Ms S.D.J. Overbeek - Goeseije shall remain the lead audit
partner.

The Audit Committee, supported by the Internal Audit director,
is required to pre-approve all services the external auditor
provides to ensure these do not impair the auditor’s
independence from PostNL. The Audit Committee grants a
general pre-approval for certain routine services every year. By
Dutch law, the external auditor is in principle prohibited to
render non-audit services.

Conflicts and potential conflicts of interest between the
external auditor and PostNL are settled in accordance with the
terms of reference of the Audit Committee and Dutch law. See
note 2.1.5 to the consolidated financial statements of PostNL
N.V. for the fees paid to Ernst & Young Accountants LLP and the
distribution of fees between audit and audit-related services.

The Audit Committee requires a formal written statement from
the external auditor confirming its independence.
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Internal audit

PostNL's internal audit function provides independent and
objective assurance to the Board of Management and the
Supervisory Board on the effectiveness of the internal control
framework, and performs financial, IT, management systems
and operational audits for the various units within the PostNL
Group. Audits are scheduled in close cooperation with the
business concerned and organised in such a way that the
external auditor can use the internal audit activities optimally.
Each audit is followed by a formal audit report to the
management responsible. Adequate follow-up on audit findings
is assured. A summary report of audit-related topics (findings,
follow-up, and so on) is issued every quarter to the Board of
Management and the Audit Committee. Audit planning, the
quality and professionalism of the audit team and the
effectiveness and efficiency of the execution of the audits are
supervised by the Board of Management and approved by the
Audit Committee. The internal audit function reports to the
CEO, with open communication to the CFO and the Audit
Committee.
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14 Risk management

In this chapter we look at how we manage our risks. Additionally, we provide an
overview of the main risks to the strategic objectives and how we mitigate each of

those risks.

Risk management approach

This section provides an overview of our approach to risk
management, internal control, integrity and compliance. It
includes the disclosures required by the Code and chapter 5.1a
of the Dutch Financial Markets Supervision Act (Wet op het
financieel toezicht).

Our enterprise risk management framework has been designed
to identify and prioritise our main risks and develop appropriate
responses. This framework is in line with the Integrated
Framework of the Committee of Sponsoring Organizations of
the Treadway Commission and the Code.

We have built a comprehensive portfolio of Group policies and
controls, ensuring discipline in our business processes. These
support the Board of Management in its statutory and fiduciary
obligations to stakeholders in developing and achieving its
strategic, operational, compliance and financial objectives.

Risk appetite

The head office functions are responsible for ensuring that the
regulatory compliance objectives are achieved, and that
decision-making is facilitated and supported by transparent,
accurate and relevant information. The Board of Management
and the Supervisory Board monitor the effectiveness and
efficiency of the enterprise risk management, framework. They
are supported by the Internal Audit department.

Understanding strategic, operational, regulatory, and financial
risks, including risks relating to corporate responsibility, is a vital
element of our management decision-making process.
Management reviewed the risk profile regularly throughout
2018 and will continue to do so during 2019. Risks are identified
by means of both a bottom-up (line management) and
top-down (Board of Management and business segment
management) approach, covering the entire business. For
those risks deemed material, (the Board of) Management
develops and reviews comprehensive risk response plans.

Risk appetite is the level of residual risk we deem acceptable to achieve our objectives. The risk appetite is set by the Board of
Management in close cooperation with the Executive Committee, based upon our strategic goals, our business principles, our
policies and procedures, and taking into consideration the highly-regulated markets we operate in. The risk appetite is discussed
with the Audit Committee. Overall, PostNL's risk appetite in 2018 did not materially change compared to 2017. Our risk appetite

differs per risk type:

Risk appetite

Low Medium High

Strategic risks
We aim to deliver on our strategic ambitions and priorities, and are willing to accept
reasonable risks to achieve this.

Operational risks

We face operational challenges which require an appropriate level of management attention.
The overall objective is to avoid risks that could negatively impact our aim to achieve
operational effectiveness and efficiency, while ensuring our quality standards are unaffected.

Regulatory risks

We strive to be fully compliant with our code of conduct and national and international laws

and regulations of the markets in which we operate and do not accept deviations.

Financial risks

Our financial strategy is focused on a strong financial position and creating long-term value
for our shareholders. Our aim is to have a leverage ratio of adjusted net debt / EBITDA less

than 2 and only accept risks that do not threaten this.
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The risks described in this chapter cover the main risks to our
strategic objectives as described in chapter 5: Value creation
and strategy; and have been used as input for the stakeholder
materiality matrix as described in chapter 4: Our operating
context. Risk management and internal control is considered a
line responsibility. All business segments and head office
departments are engaged in this company-wide risk
management process, which includes:
- Mandatory participation in risk management workshops by
relevant management team members
- Assessing risks on impact, likelihood of occurrence and control
effort (the additional effort required to achieve further risk
mitigation)

Our risk management and control systems are designed to
reduce the likelihood of errors, incorrect decisions and
unforeseen circumstances as much as possible. It provides
reasonable, but not absolute, assurance against material
misstatement or loss.

However, no risk management or internal control system can
provide an absolute safeguard against failure to achieve
corporate objectives, fraud or breach of rules and regulations.

Risk mitigation as described below is meant to provide a
high-level overview of potential and initiated action items in
response to the risks identified and is not to be interpreted as a
comprehensive list of risk responses within PostNL. The risks
related to unforeseeable events are very difficult to quantify,
and while we organise comprehensive risk mitigation
techniques, we are not always able to anticipate the
consequences these types of events may have, if any, on our
financial performance and position.

Internal control over financial and non-
financial reporting

In 2018, we continued to invest the resources required to
document and evaluate the design of internal controls over
financial and non-financial reporting. Also, we continued to test
the operational effectiveness of these internal controls. The
effectiveness of internal controls is tested by management.
Management is required to follow up on risks deemed to be
inadequately mitigated by internal controls, which might result
from, for example, a major organisational or IT change. This
requires additional actions, including performing and eval-
uating compensating controls and activities, to reduce the risks
of a misstatement in the financial and non-financial reporting.

Performance of our internal control environment is regularly
measured and monitored, and the results are discussed in the
Internal Control Committee (ICC) meetings. The ICCis
composed of the CFO, the director audit & security, the director
group finance, and representatives of the risk management &
internal control, internal audit and the group finance
departments. The external auditor also attends the ICC
meetings. The ICC met four times in 2018.
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Risk management and internal control reports are also
discussed with the Board of Management and the Audit
Committee of the Supervisory Board.

Integrity

We are committed to sound business conduct. We therefore
manage our business according to applicable laws and
regulations and according to the PostNL Business Principles,
which provide guidance on interaction with colleagues,
customers, business partners and society in general. A
company-wide integrity programme ensures that the Business
Principles are applied consistently throughout the organisation.

The Integrity Committee advises and assists the Board of
Management in developing, implementing and monitoring
Group policies and procedures aimed at enhancing integrity
and ethical behaviour and preventing fraud, corruption and
bribery. The Integrity Committee is composed of the director
audit & security, the manager integrity office, the corporate
security officer, the director group legal, the manager people
development, the director operations of Parcels and the
director transformation of Mail in the Netherlands.

The Integrity Committee oversees investigations based on
reports of possible breaches filed under the PostNL Business
Principles, the PostNL Group procedure on Whistleblowing and
the PostNL Group procedure on Fraud Prevention, Anti-Bribery
and Anti-Corruption.

PostNL recognises the need to have detailed fraud prevention
and anti-bribery and anti-corruption policies, procedures and
reporting mechanisms in place to protect our business integrity
and to comply with all applicable laws and regulations.
Anti-bribery and anti-corruption legislation, both in our home
country and the countries we operate in, is very important for
PostNL to conduct its business globally. All reported incidents
of actual or suspected corruption or bribery will be promptly
and thoroughly investigated and dealt with appropriately.

The Integrity Committee advises on the guidelines for
disciplinary actions. It also advises the Board of Management
and line management on the mitigation of fraud risks and on
ethical, anti-bribery and anti-corruption matters. The Integrity
Committee reports regularly to the Board of Management and
every six months to the Supervisory Board. More information
on Integrity Committee and related activities can be found on
our website.

The focus of our integrity approach is to regularly ensure our
employees are familiar with the PostNL Business Principles. Our
company-wide e-learning module on integrity is mandatory for
management and for office workers, and voluntary for
production staff. The module is part of our regular onboarding
programme. Our aim is to educate management and
employees about our Business Principles, and the desired
behaviour based on these principles. Additional to the
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e-learning module, we regularly publish integrity related news
items and dilemma polls on our intranet.

In accordance with the requirements of the Corporate
Governance Code, we also performed an assessment
connected to the organizational awareness with our business
principles. The ‘employee engagement monitor 2018’
addressed employee’s familiarity with the PostNL Business
Principles, and their perception whether we work according to
the PostNL Business Principles. The main outcome of this
assessment in 2018 showed that 84% (2017: 81%) of the
responders is (partly) familiar with the PostNL Business
Principles.’ We use the outcome of the monitor as input for our
integrity approach and our activities at the PostNL Group
companies.

During the year we started 680 investigations in response to
integrity-related reports. These investigations covered issues
such as theft of mail or parcels, bribery and corruption, or
failure to follow workplace practices. As per the end of 2018,
620 (91%) of these investigations were closed. This led to 303
discontinued work relations. To the best of our knowledge, we
had no cases of bribery or corruption, which had significant
impact on our business.

Compliance

PostNL's Group policies and procedures reflect and define the
view of the Board of Management and the way we conduct our
business.

Performance and compliance are monitored regularly in dis-
cussions between the appropriate line management and the
Board of Management via dedicated compliance reviews,
internal audits, through the monitoring duties of PostNL
committees and through the internal letter of representation.
For the purposes of issuing the letter of representation, all
managing directors and finance directors of PostNL's Group
entities and company-level management reporting directly to
the Board of Management perform a self-assessment of their
responsibilities in the risk assessment process, effectiveness of
internal controls procedures and financial and non-financial
reporting process. The signed internal letters of representation
are the basis for the letter of representation that the Board of
Management signs off as part of the audit by the external
auditor.

Main risk related events that occurred in
2018

Some elements of the risks described in our 2017 Annual
Report occurred in 2018. We were mainly impacted by ongoing
and intensifying substitution and competition. The political
discussion regarding the postal market in the Netherlands (the
so-called postal dialogue) is developing favourably. No
unforeseen significant events, which were not included in our
risk profile 2017, occurred in 2018.
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Within Parcels in the Benelux region, where competition is
already strong, we see competition intensifying from both
established logistics players and new (last-mile delivery)
entrants, attracted by growth in the e-commerce market. Our
largest competitors are investing heavily in their network
capacity. In addition, our largest customers achieve higher than
average growth leading to a change in market dynamics.

Performance in our Cross Border Solutions business did not
show the expected improvement in 2018, which was due to
fierce price competition, declining mail volume for Spring, and
the implementation of stricter rules on the transportation of
dangerous goods. We are continuously assessing the impact of
the Brexit decision on our UK cross-border business activities.
The announcement of a Chinese e-commerce platform to build
anew warehouse in Belgium demonstrates the increasing
competition in the region.

Ongoing digitalisation continues to result in substitution,
leading to a further decrease in mail volumes. The trend
amongst customers and consumers moving to digital
alternatives and the related decline of physical mail volumes
was in line with our expectations in 2018. Both competition and
substitution risks contain elements that are related to
disruptive trends, which may have an adverse effect on our
business.

PostNL welcomed the conclusions of the state secretary of
Economic Affairs and Climate Policy to the postal dialogue
which underlined that the current competitive situation on the
Dutch postal market is not sustainable. Adjustment of current
regulation, as announced, to the realities of the strongly
declining postal market is a precondition to safeguard the
accessibility and reliability of the postal service for everyone in
the Netherlands in the coming years. The outcome of the postal
dialogue was that consolidation of networks is the best way of
safeguarding an affordable and relevant postal service in the
Netherlands. Consolidation also allows for managing volume
decline in a social responsible manner. This notion was broadly
supported in Parliament. In 2018 important steps have been
taken towards short term consolidation in the Dutch postal
market.

In line with our strategy to be the postal and logistic solutions
provider in the Benelux, we have decided to divest Nexive and
Postcon and we hope to finalise this in 2019.

An overview of the most important regulatory developments in

2018 can be found in chapter 4, Our operating context. The

main risks in relation to regulatory developments in 2018 were:

- On 12 April 2018 final agreements were reached regarding the
mail deliverer CLA applicable for the period from 1 October
2017 to 30 September 2019.

- On 3 September 2018 the Trade and Industry Appeals
Tribunal (College van Beroep voor het Bedrijfsleven - CBB)
annulled the additional measures with regard to market
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access and tariff obligations imposed on PostNL by the
Netherlands Authority for Consumers and Markets (ACM).

- On 31 October 2018, the ACM announced the preparation of a
new market analysis, which may lead to an obligation for
PostNL to provide other postal carriers with access to their
own delivery network on the basis of cost-oriented tariffs.

- On 24 December 2018, the ACM announced the draft
conclusions from their additional analysis that PostNL has a
dominant position in the 24-hour business mail market.

This may lead to the reinstatement of the measures imposed
earlier by the ACM.

Cyber-attacks and online fraud attempts become more
attractive for criminals and increase the likelihood of this risk
materialising. We are collaborating with governmental
institutions, businesses and research bodies to combat internet
crime. In 2018 a fake look-a-like of the MyPostNL app was
discovered, which was designed to access the user’s log-in
information for internet banking and was using the telephone’s
contact list to distribute itself further. Cutting-edge technology
in supporting retail activities is required in the increasingly
complex postal industry. We have experienced some issues in
relation to IT retail support in the course of the year which led
to short disruptions in the mail and parcel distribution schedule.

In 2018 several risks materialised related to the
implementation of our strategic change programme, resulting
in delays in IT implementation projects for new commercial and
back-office systems and processes. In addition, the volume of
change related to agile transformation of the IT function and
our digitalisation initiatives are increasing.
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The risk of insufficient network capacity was mitigated in a
timely manner during our peak period in the last quarter of
2018. New distribution centre locations were opened before
the start of the seasonal peak. Furthermore, we hired additional
workforce to limit capacity issues. However, the tension with
the FNV trade union and the announced strikes during the
Christmas period were a growing concern for our network
capacity risk. On 13 December 2018 a court ruled in an interim
order that the FNV is not allowed to organise any actions at
PostNL during the Christmas season that could disrupt
operations. The judge allowed FNV to take action up to 15
minutes per day until 6 January 2019.

In 2018 we experienced scarcity in the labour market and
ability to retain qualified personnel. To increase PostNL's
attractiveness as an employer we are investing in branding as
well as training and development of our staff. In addition, we
make use of innovative online recruitment techniques and are
continually improving the employee experience.

The key risks we face in executing our strategy and business
processes are described in the following tables. For eachrisk,
we determine the risk level based on impact and likelihood of
occurrence, using a three-point system classifying risks as
major, moderate or low. In addition, we have indicated for each
risk whether the risk trend is decreasing, increasing or remained
stable compared to 2017.
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Strategic Risks

Risk description

Competition

Competition continues to put pressure on our market share, volumes and
prices, which could have an adverse effect on revenues and profitability.
We are faced with increasing competition particularly in our parcels and
international businesses, as markets become more competitive and vola-
tile. As a result we may have to lower our prices in specific segments to
protect our volume or may decide to exit certain businesses or markets in
the future. In the markets where we decide to protect our position, we may
have to focus on margin management by increasing efficiency and lever-
aging on economies of scale.

| Trend |

Risk mitigation

Commercial initiatives are in place, such as dif-
ferentiating service levels, (new) products and
adequate pricing, as well as initiatives aimed
atimproving our customer satisfaction and
quality, including investments in our network
coverage and projects related to operational
excellence. Furtherinformation regarding
competition can be found in chapter 4:

Our operating context.

Segment
impacted

@K

Substitution

The ongoing digitalisation trend amongst consumers to move to online
alternatives is leading to a decline in physical mail. As a result, the volume
of mail is decreasing and there is a risk that this decrease will accelerate
faster than anticipated. This decrease in volume requires us to adapt our
infrastructure and delivery processes. Substitution or alternatives to our
delivery services may reduce revenues and profitability. A decline in the
addressed mail volume mix of one percent results, on average, in a
decrease of approximately €8 million in underlying cash operating income.

Operational Risks

Risk description

Information Technology

Information Technology (IT) is vitally important to our business and we
are increasingly dependent on it. Threats to the availability, confidentiality
or integrity of our IT networks, systems or (customer) data caused by IT
disturbances, cyberattacks or lack of appropriate security and infrastruc-
ture measures may damage our ability to provide timely delivery, or result
in loss/theft of customer data, higher costs, penalties and damage to our
reputation.

| Trend |

We continuously and consistently take
commercial initiatives to slow down or adapt
to substitution, leading to the introduction of
arange of new services and solutions and the
abolishment of existing services and solutions.
Furthermore, we develop operational pro-
cesses to adapt more flexible to future volume
declines. More information can be found in the
Business report.

Risk mitigation

Cyber Security is centrally governed, managed
by a central Cyber Security Office with decen-
tral cyber security coordinators.

Given our full (public) cloud strategy, manage-
ment of our cloud suppliers is one of the most
important processes and subject to a strict
control framework (so-called CRA methodol-
ogy).Appropriate attention for cyber security
in all stages of the IT development process is
secured via the Security by Design principle
and as such explicitly addressed in architecture
and design documents, testing and implemen-
tation plans, and awareness programs, etc.

All critical applications are frequently meas-
ured and tested against our resilience criteria
and actions are taken to keep the application
up to date with the required levels.

Segment
impacted

D K

Execution of cost saving initiatives

Cost saving initiatives, including streamlining our workforce, introducing
greater efficiencies across our infrastructure, and reducing costs at our
head office may be delayed or not achieve the results intended. Addition-
ally, they could cause labour unrest. This could result in the deterioration
of our employee engagement. Furthermore, this could have an adverse
impact on the quality of services we provide. For example, it could lead to
adrop in the delivery quality of our mail business. Other adverse results
could be animpact on our reputation and financial performance. As of
2018, the risk level increased to high mainly due to financial performance
of our mail and international businesses.

Cost savings projects are executed via en-
hanced programmes and are monitored con-
tinuously by a programme office. Mechanisms
to adjust to changing circumstances have been
implemented and are reviewed periodically.
Execution via pilots and in close collaboration
with the Works Council enables smooth imple-
mentation on a larger scale.

&K
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Operational Risks

Risk description

Implementation of strategic change programme
Implementation of the business strategy is supported by a change pro-
gramme. We are implementing an increased number of growth initiatives,
restructuring and IT projects, as well as undertaking acquisitions. These all
require significant change and stakeholder management, as well as project
management expertise. (More information on these developments can

be found in the Business report.) Executing the broad range of projects
and operational activities in parallel may cause delays in successfully im-
plementing all projects to initiate growth and to realise cost savings, and
therefore may have an adverse material effect on our mid- and long-term
targets. PostNL may lack resources in terms of quantity and quality to ex-
ecute these projects. The strategic change projects inherently increase the
risk that internal controls are ineffective for a short period.

|Tred|

Risk mitigation

All critical projects have been prioritised and
are supervised by the Board of Management
to ensure an aligned and integrated vision, and
commitment of senior management to the
change agenda. The agenda is monitored by
adequate programme management. Priorities
within the critical implementation projects

are reviewed during the Pl planning events
every three months to ensure aligned with the
PostNL strategic priorities on the tactical level.
We also employ and develop in-house exper-
tise, including talent management. We miti-
gate the increased risk that internal controls
are ineffective for a short period by performing
compensating controls and activities.

Segment
impacted

Network peak capacity

We are facing the risk of operational failures and disruption in logistics
processes due to the growing volumes in our parcel business, especially
during peak periods when our networks operate at full capacity. In case
of such major business disruption we may not be able to fall back on our
regular business continuity measures. Structurally operating at full capac-
ity may also lead to negative effects on our employees such as employee
motivation, commitment and eventually absenteeism. In addition, we
foresee that while the e-commerce market will continue to grow in the
coming years, the infrastructure capacity may not be able to keep up at
the same pace. With the current business models of logistic service pro-
viders, this may result in more traffic congestion, which imposes a risk on
our ability to deliver a growing number of parcels on time. This may have
amaterial effect on our business as customers increasingly look for fast
delivery options.

We continuously look for initiatives that in-
crease our operational efficiency in our sorting
centres in order to increase the capacity of our
networks. In order to manage the expected
growth in the short-term we keep investing

in new sorting centres, depots and transport
vehicles, and we also invest in recruitment,
development and retention of our personnel.
In the long-term we are investigating the future
logistical model for Parcels.

Operational efficiency in road transport is an
ongoing area of focus for us. This includes for
example optimisation of packaging and route
planning to increase the occupancy rate of
our road transport. Furthermore, we have
launched a program called “city logistics” to
explore the potential of future parcel delivery
business models in cities. This includes city
hubs, zero emissions transport and other sus-
tainable solutions.

Labour-related developments

People are at the heart of the services we provide to our customers. We
face the risk of not being able to attract, develop and retain qualified per-
sonnel. This risk concerns people in our operations, specialists and man-
agement. Key drivers for this risk are the overall scarcity of resources in the
labour market and the overall attractiveness of PostNL as employer.

Regulatory Risks

Risk description

Regulatory requirements

We are confronted with complex legal and regulatory requirements in
the countries in which we operate. These include, but are not limited to,
tariff regulation, competition law (including developments with respect
to significant market power, potentially leading to measures by the Neth-
erlands Authority for Consumers and Markets (ACM)), regulation related
to dangerous and prohibited goods, labour outsourcing (subcontractors),
data protection, environmental and privacy requirements. Changes in legal
and regulatory requirements had, and may continue to have, an adverse
material impact on our business operations, our reputation and on our
financial performance.

|Tred|

We make use of innovative online recruitment
techniques and are continuously improving
the employee experience (for example by im-
proving the onboarding process). In addition,
we continue to invest in training, development
and employee retention. For example, we have
added various new development programmes
and learning tools and invest more in PostNL
employer branding in addition to recruiting for
individual jobs.

Risk mitigation

We implement appropriate policies, processes
and internal control procedures, which limit
exposure to complex legal and regulatory
requirements, such as competition law and
anti-bribery acts, and operate a robust integrity
programme that includes business principles.
We have continual dialogue with governmen-
tal and non-governmental stakeholders about
complying with regulation. We are constantly
adapting our operations to changes in the legal
and regulatory requirements.

& K

Segment
impacted

DK
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Regulatory risks

Risk description

USO regulation

In the Netherlands we provide the Universal Service Obligation (USO), the
basic postal service that ensures postage remains accessible and reliable
forall. Possible changes in the USO regulation, or adverse decisions of the
Ministry of Economic Affairs or the ACM in relation to the USO, could have
an adverse impact on our ability to adapt to market and regulatory devel-
opments and changes in customer demand in a timely and effective way.
New legislation is being developed and will be introduced in 2019 while
the implementation is due by 2020. However, the related uncertainty and
potentially negative financial consequences remain a risk.

| Trend |

Risk mitigation

We are operating in line with the required
legislation. In addition, we continue dialogue
with governmental and non-governmental
stakeholders about USO regulations at both EU
and national levels.

Segment
impacted

Climate change and air pollution

As aresult of the Paris agreement to reduce the GHG emissions interna-
tionally in order to limit global warming, there is increasing pressure on
businesses to contribute to achieving this goal. As a postal and logistics
service provider we produce GHG emissions from our national and inter-
national operations. In addition, we produce nitrogen oxides (NO,) and
particulate matter (PM) emissions that negatively impact air quality.

The main risk related to climate change and air pollution is that (local) gov-
ernments will put restrictions on emissions to be produced, introduce taxes
(carbon pricing) on emissions, or even put a complete ban on any emis-
sions. As we rely on access to infrastructure and cities in order to deliver all
mail and parcels, this could have a material impact on our business.

Financial risks

Risk description

Collective labour agreements

Being a good employer is vitally, important to us, which primarily depends
on the terms and conditions (CLAs) based on which we employ our work-
force. CLAs are agreed between the company and the trade unions. If in
the future no agreements could be reached with the Dutch trade unions,
our financial performance could be affected by higher than anticipated
labour costs and/or losses due to strikes. In 2018 PostNL agreed with the
trade unions on a new CLA for mail deliverers, applicable till 30 september
2019. Since November 2018, we have also been negotiating the new
PostNL CLA, and in early 2019 we signed a principle agreement with three
of the four trade unions. Unfortunately, the fourth trade union disagrees
with the proposed improvement for our employees. In February, all trade
union members have the opportunity to vote about this agreement.

| Trend |

We have been working on reducing GHG emis-
sions for more than a decade and this remains
an area of focus for us.

In 2018, we have set Science Based Targets to
reduce our CO, footprint in such a way that we
positively contribute to the goals set at COP21
in Paris. We are committed to deliver 100% of
the last mile of our mail and parcel volumes in
the Benelux carbon emission free in 2030. As
an intermediate step, we commit to perform
our delivery in 25 Dutch city centres with zero
emissions in 2025, which also relates to NO,
and PM emissions from fuel combustion.

We will reduce our environmental impact by
making use of alternative fuel or advanced
technology vehicles in our fleet, use renewable
energy in our buildings and continuously invest
in further operational efficiencies.

Risk mitigation

We maintain good relations with the trade
unions and social partners based on mutual
recognition of shared interests. We agreed

to a new Social Planin 2015, which came into
force in 2016, and remains in place until 2020.
In 2017 we reached agreements regarding the
PostNL CLA and the Saturday mail deliverer
CLA, which included salary increases. These
CLAs were in force until 31 December 2018.0n
12 April 2018 final agreements were reached
regarding the mail deliverer CLA applicable for
the period from 1 October 2017 to 30 Septem-
ber 2019. We continue to negotiate with trade
unions and aim to agree on the new CLA
during the course of 2019. More information
can be found in chapter 8: Social value.

DK

Segment
impacted
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Financial risks

Risk description

Volatility of pension provision

Actuarial assumptions, such as discount rates and demographic variables,
have an impact on the valuation of employee benefit plans. A decrease in
equity returns or interest rates may negatively affect the funding ratios of
our pension fund, which may lead to an increase in the pension provision,
or in multi-year additional funding by us.

|Tred|

Risk mitigation

We hold open and regular discussions with
the pension fund trustee board, which is inde-
pendent of PostNL.

We have reduced the volatility risk of pension
provision in recent years by revising our
finance agreement with the pension fund.
Furthermore, the pension fund'’s 12-months
average coverage ratio further improved
during 2018 to 116% as per 31 December
2018. Analysis shows comfortable headroom
for further interest rate declines before our
financial position is materially impacted by
pensions, substantiating the significance of
our de-risking steps. However, our pensions still
retain an element of vulnerability. A materi-
ally bad economic climate, combining lower
interest rates, declining pension fund assets
and material increases in life expectancy, could
still negatively impact cash and equity.

Segment
impacted

DK

Financial risk management
We are exposed to a variety of financial risks, such as currency risk, inter-
est rate fluctuations, credit risk, liquidity risk, price risk and cash flow risk.

These risks can have an adverse effect on our financial position and results.

This also relates to the impact of fluctuation on the valuation of the pen-
sion provision.

Such risks arise in the normal course of busi-
ness and we Use various techniques and finan-
cial derivatives to mitigate them. For example,
we hedge both currency and interest rate risks
in accordance with the relevant Group policies.
In November 2017, PostNL refinanced its debt
by issuing a new bond loan amounting to €400
million, with a fixed interest rate of 1.0% and
an expiration in 2024. This lowered our interest
expenses and improved our ratios. For more
information, see note 4.4 to the consolidated
financial statements.

DK

Liability of loss or damage

We are exposed to claims for loss or damage. Some of these exposures
are covered under conventions such as the United Postal Union, the War-
saw Convention or the Convention on the Contract for the international
Carriage of Goods by Road, as well as PostNL's general terms and condi-
tions. Claims for loss or damage not covered under these conventions or
PostNL's general terms and conditions may negatively affect our financial
performance. Our exposure to this risk is increasing as a result of the grow-
ing volume of e-commerce parcel deliveries in our portfolio, which on aver-
age are higherin value.

We maintain insurance policies in relation to
our business and assets with reputable under-
writers and/or insurance companies against
claims for loss or damage to the extent not
covered by conventions, and to the extent that
is usual for companies like ours.

DK
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15 Remuneration report

The Remuneration Committee of the Supervisory Board is responsible for assessing
and preparing the remuneration policy for the members of the Board of Management.
The Supervisory Board assesses the proposals and submits, in the event of policy
changes, the proposed remuneration policy to the Annual General Meeting of

Shareholders for adoption.

Remuneration policy 2018

The remuneration policy is based on the remuneration policy as

adopted by the Annual General Meeting of Shareholders of

PostNL on 16 April 2013. The objective of the remuneration

policy is to retain, motivate and attract qualified members of

the Board of Management of the highest caliber essential for

the successful leadership and effective management of a large

company. The main principles of PostNL's remuneration policy

are:

- sobriety

- abase salary based on median market levels

- moderate variable remuneration with focus on both short-
term and long-term objectives

- long-term compensation supportive to the attainment of
PostNL's strategy

- transparency

- alignment with multi-stakeholder interests

- responsible and risk-controlling

- performance-related for reasonable variable remuneration
with payout in cash and in shares.

Review against peer group

To provide a consistent review of the level and structure of the
total remuneration, which is aligned with best market practice,
all remuneration components for the members of the Board of
Management are reviewed and benchmarked at least every
three years against a peer group. The Supervisory Board
regularly reviews the peer group to ensure a balanced
representation of the relevant labour market. The Supervisory
Board established a new peer group in consultation with and
after discussion in the Remuneration Committee. In line with
the previous (2015) peer group, the main criteria for the new
peer group are Dutch listing and comparability to PostNL in
terms of size. The new peer group consists of a mix of both AEX-
(4) and AMX-listed (10) companies.
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PostNL
Dutch peer group

Refresco (AMX) *

IMCD (AMX) Signify (AMX)

1. Refresco was delisted in 2018

In 2018, all remuneration components were reviewed and
benchmarked against the new peer group. The outcome of the
benchmark assessment shows that the base salary for both
members of the Board of Management is positioned between
the 25th percentile and the median of the peer group. Total
direct compensation (base salary, target short-term incentive
and annualized value long-term incentive) for both members of
the Board of Management is positioned well below the 25th
percentile of the peer group. Consequently, the gap between
the remuneration policy and the way this is put in practice is
increasingly widening. In accordance with previous years, the
Remuneration Committee and Supervisory Board - taking note
of individual Board of Management members' views with
regard to the amount and structure of their own remuneration -
agreed to leave the Board of Management’s remuneration as is.
All comparisons are made on a euro basis. The remuneration
policy of the Board of Management is in conformity with
principle 3.1.2 of the Code.

Variable remuneration

The variable remuneration has the following characteristics:

- the total variable remuneration potential is capped at 75% of
the annual base salary

- ashort-termincentive (STI) and long-term incentive (LTI)
plan, where the members of the Board of Management have
the opportunity to earn an incentive based on annual targets
(STI) and three-year targets (LTI). Both STl and LTl are
capped at 37.5% of the annual base salary.
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Short-term incentive
The STl represents a potential reward of 37.5% of the annual

base salary, which is based on annual targets. A target can only
contribute to the STl payout if it is fully met, which means there
is no stretch and no threshold on the annual targets. The STI
plan provides a cash payment reflecting the realised
achievement of targets. The focus areas for the STl are in line
with the current remuneration policy and represent a
multi-stakeholder approach as shown in the following table.

PostNL
Short-term incentive targets
2018,in %
2018
Underlying cash operating income 30%
Adjusted net cash flow from operating and investing activities 30%
Total financial targets 60%
Employees
Employee engagement 10%
Customers
Customer satisfaction 10%
Quality score 10%
Environment
CO, reduction 10%
Total non-financial targets 40%

Long-term incentive
The LTl represents a potential reward of 37.5% of the annual

base salary. The LTI plan contains the following characteristics:

- itis a conditional share plan based on three-year internal
targets

- shares are conditionally allocated to the members of the
Board of Management. A conditional dividend equivalent is
added to the conditional shares equal to the dividend rights of
ordinary shares, if applicable

- the conditional shares and their conditional dividend
equivalents will vest after a performance period of three years

- vesting is subject to the achievement of long-term targets
supportive to the attainment of PostNL's strategy

- the vested shares will remain restricted for a period of two
years following the three-year performance period, whichisin
accordance with the Code

- if amember of the Board of Management leaves the company
due to circumstances involving fraud or gross misbehaviour,
any accrued rights on the long-term incentive plan will
become void

- if amember of the Board of Management leaves the company
due to other reasons, a pro rata performance and time-based
vesting applies, unless decided otherwise by the Supervisory
Board.
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PostNL

Long-term incentive targets
2016-2018,in %

33.3%
33.3%
33.3%
100.0%

Underlying net cash income
Cost savings
New growth initiatives

Total long-term targets

PostNL discloses target ranges in general terms. The vesting
schemes and actual target outcomes are specific and thus
contain competition-sensitive information. These are therefore
not disclosed.

Pensions

The main features of the applicable career average pension

scheme are:

- retirement age of 68 years

- pensionable income capped at statutory maximum salary
(2018:€105,075), offset for state pension (2018: €14,297)

- annual accrual rate for old age pension of 1.615%

- benefits conditionally indexed during accrual

- employee contribution amounts to 6% of pensionable base

- structural annual allowance of 19% of the gross base salary
above the statutory maximum and a temporary allowance of
2% of the gross base salary above the statutory maximum
(decreasing by 1% per year over five years as from 2015) to
enable the Board of Management to arrange their own
pension provision for that part of the salary exceeding
€105,075. The temporary allowance does not apply for the
current CFO.

Other

Besides the elements of the remuneration package as
described above, the remuneration policy contains the
following (contractual) arrangements and provisions.
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Severance payments
The contractual severance payments for the CEO can

be summarised as follows:

- as apolicy, a severance payment, other than one related to a
change of control, amounts to one-year of base salary

- aseverance payment in the event of a change of control is
equal to the sum of the last annual base salary and pension
contribution plus the average variable remuneration received
over the last three years, multiplied by two

- aseverance payment will not be awarded if the agreement is
terminated early at the initiative of CEO (except in the event
of a change of control), or in the event of seriously culpable or
negligent behaviour on the part of the CEO.

The contractual severance payments for the CFO can be

summarised as follows:

- as a policy, a severance payment, amounts to one-year of
base salary

- aseverance payment will not be awarded if the agreement is
terminated early at the initiative of CFO, or in the event of
seriously culpable or negligent behaviour on the part of the
CFO.

The company does not grant loans, including mortgage loans,
or advance payments. Nor have guarantees been provided to
the members of the Board of Management.

Claw-back
The Supervisory Board has the power to partially or in whole

claim back the variable remuneration from a Board of
Management member if it is granted on the basis of incorrect
information on achieving the targets relating to the variable
remuneration component or on the circumstances the variable
remuneration component depended on.

Discretionary authority
In general, the Supervisory Board has the authority to adjust

the variable pay components of members of the Board of
Management upwards or downwards. Furthermore, the
Supervisory Board has the discretionary authority to decide on
one-off payments to members of the Board of Management in
special circumstances. If and when such a discretionary
adjustment is made, a transparent substantiation will be
provided to the shareholders, explaining the Supervisory
Board's motivation for making use of this discretionary
authority.

The Supervisory Board has the discretionary authority to adjust
the value of variable pay components originally awarded if the
outcome proves to be unfair as a result of exceptional
circumstances during the performance period.

Contractual arrangements
The CEO has entered into an employment contract for an

indefinite period of time. The employment contract ends either
on the date of retirement or by notice of either party.
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The current CFO has entered into a service agreement for an
indefinite period of time. The service agreement ends either on
the date of retirement, by notice of either party or in case of no
re-appointment. Termination of the contractual arrangements
of the Board of Management requires a written notice period of
six months.

Members of the Board of Management are appointed for a
period of four years. On expiry of the four-year term, a member
of the Board of Management may be reappointed for a
successive term of four years. Details of each member's
appointment are set out below.

On 1 January 2013, the Dutch Management and Supervision
(Public and Private Companies) Act (Wet Bestuur en Toezicht)
came into force. With the introduction of this legislation, the
relationship between directors and listed public companies is
no longer governed by employment law. This legislation will be
applicable for any future members of the Board of
Management. Since the current CFO is appointed after 1
January 2013, his contractual arrangement is governed by
aforementioned legislation.

PostNL
Appointment details
2018
Herna Pim
Verhagen Berendsen
February
Employed since June 1993 2015
Term of employment/service Indefinite Indefinite
Board member since 2011 2018
VYear of (re)appointment 2019 2022
Term of appointment Four years Four years

CFO Jan Bos stepped down
Jan Bos stepped down as CFO of PostNL on 17 April 2018 and

acted as advisor to the Board of Management until 1 June 2018.
Mr. Bos' leave was settled in accordance with arrangements
made and disclosed in last year's remuneration chapter. For
further details, see note 5.1 to the consolidated financial
statements.

Actual remunerationin 2018

The table below summarises the 2018 remuneration elements
of the members of the Board of Management calculated in
accordance with IFRS and the remuneration policy for 2018. In
accordance with the Code, the individual Board of Management
members’ views with regard to the amount and structure of
their own remuneration have been taken into account by the
Remuneration Committee when drafting the proposal. Note
that IFRS amounts expensed for the period do not necessarily
represent the actual compensation payout. For detailed
disclosure on the remuneration of the members of the Board of
Management, see note 5.1 to the consolidated financial
statements.
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PostNL

Remuneration Board of Management
2017-2018,in€

Herna Verhagen

Pim Berendsen Former member - Jan Bos®

Fixed remuneration

Pension costs ° 24,110 23,854 10,606
Total 2018 1,204,669 566,913 453,668
Total 2017 1,127,609 n/a 822,655

1. Other periodic compensation include company costs related to tax and social security, pension allowances, study costs, company car and other compensation. Also in
2018, Jan Bos received a jubilee payment (25 years in service) of one month’s gross salary.

2. Pension costs represent the service costs of the defined benefit scheme.

3. Jan Bos stepped down as CFO of PostNL on 17 April 2018 and acted as advisor to the Board of Management until 1 June 2018. As advisor to the Board of Management, no

changes were made to his contractual arrangements.

The following scorecard contains a summary of achievements
of the 2018 STl targets.

PostNL
Scorecard against target
2018
2018
Financial targets
....... UnderlgmgcaShOperamgmcome‘/
"""" Adjusted net cash flow from operating/investing activities ~~ x

Non-financial targets

1. Target exceeds regulatory threshold

The Remuneration Committee assessed the achievements of
the members of the Board of Management over the three-year
LTI period 2016-2018 on the basis of the following targets:
underlying net cash income, cost savings and new growth
initiatives. Overall, an average score of 71% was achieved. The
applicable number of performance shares from 2016 will vest in
2019.

PostNL discloses targets in general terms. The vesting schemes
and actual target outcomes are specific and thus contain
competition-sensitive information. These are therefore not
disclosed.
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Internal pay ratios

The ratio between the annual total remuneration for the CEQ”
and the average annual total remuneration for an employee”
was 24.6: 1 for 2018. The table below shows the ratio
development over the last 5 years.

PostNL
Internal pay ratios
2014-2018
2014 2015 2016 2017 2018
Internal
pay
ratio 321 325 304 245 246

Y Based on total remuneration costs of the CEO €1,204,669 as reported in this
chapter.

? Based on €1,002 million being the total salaries, pensions and social security
contributions, excluding the CEO €1,204,669 divided by the average number of FTEs
minus one (20,420) as reported in chapter 18: Financial Statements, note 2.1.3.

Remuneration policy 2019

In 2019, the following adjustments will apply for the career

average pension scheme:

- pensionable income capped at increased statutory maximum
salary of €107,593

- annual accrual rate for old age pension adjusted from 1.615%
t0 1.652% at retirement age 68

- temporary allowance of the gross base salary exceeding the
statutory maximum salary for the CEO decreased to 1%.

No further changes in the remuneration policy are expected for
2019.
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Remuneration of members of the
Supervisory Board

The remuneration of the members of the Supervisory Board
reflects the time spent and the responsibilities of their role. The
remuneration of the members of the Supervisory Board
comprises base pay and a meeting fee linked to attendance of
the meetings of the committees of the Supervisory Board. The
members of the Supervisory Board receive no compensation
related to performance and/or equity and accrue no pension
rights with the company. The members of the Supervisory
Board receive no severance payments in the event of
termination. PostNL does not grant loans, including mortgage
loans, advance payments, guarantees and options or shares to
any member of the Supervisory Board.

PostNL
Remuneration of Supervisory Board
2018,in€
Annual base
fee
Chairman 55,000
Member 40,000
Committees Meeting fee
Audit and remuneration Chairman 2,500
Member 1,500
Nomination Chairman 1,500
Member 1,000

For disclosure on the remuneration of individual members of
the Supervisory Board, see note 5.1 to the consolidated
financial statements.
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16 Our tax policy and principles

In this chapter we provide an overview of our tax policy, its underlying principles, and

its application.

General

The Board of Management views tax (meaning all taxes that we
face in our businesses) as an important matter for PostNL and
its stakeholders. As such, a coherent, responsible and compliant
approach towards tax is considered an integral part of doing
business. Based on a group policy approved by the Board of
Management, the head-office department Group Tax is
mandated to oversee this approach towards tax. In that role,
Group Tax, inter alia, defines the tax strategy and related
policies for the PostNL Group, advises and supports the Board
of Management on tax, and acts as the central business partner
on tax towards all stakeholders whilst maintaining the following
principles and ensuring that they are adhered to.

Compliance

We strive to be compliant with the relevant tax laws and
regulations in countries where we conduct our business and are
guided by the relevant international standards (such as OECD
guidelines). We aim to comply with the letter as well as the
spirit of the laws mentioned. At the same time, we endeavor to
be compliant with the (tax) accounting laws and regulations in
countries where we do business.

Transparency

We view transparency as an integral part of sound tax
governance, and consider this as key in our approach towards
tax authorities. As to other stakeholders, we make our
disclosures in accordance with relevant reporting requirements
and standards (such as IFRS). In addition, we assess at least
annually our position on tax disclosures with respect to
transparencuy.

Relationship with tax authorities

We have built our relationship with the Dutch tax authorities on
the basis of horizontal monitoring. This means that this
relationship is based on mutual trust, understanding and
transparency. In such a relationship we pro-actively disclose
issues and the Dutch tax authorities deal with such issues in an
efficient and constructive way. We strive to build relationships
with tax authorities in other countries in a similar fashion,
where and when applicable and feasible.
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A multi-disciplinary approach towards
corporate and business projects and tax
matters

We take a multi-disciplinary stance when working on corporate
and business projects, tax planning and transfer pricing,
involving relevant representatives of the businesses as well as
representatives of our tax, treasury, legal and finance
departments. Oversight is carried out by the CFO.

Guiding principles on tax planning

Our tax planning requires opportunities in this area to have a
substantial level of robustness taking into account the principle
of business rationale. This means that aside from factors such
as financial impact, complexity and reputation, solid business
and/or commercial reasons have to exist. In addition, this
means that we do not use (i) contrived or abnormal structures
or (ii) secrecy jurisdictions or so-called tax havens for tax
avoidance. Considering these principles, we view our tax risk
appetite as moderate.

Governance and accountability

We have mechanisms in place to be able to adhere to these tax
principles. We acknowledge that a robust governance
framework is required to maintain control over tax matters and
related risks. As an important topic, also foreseen to remain
important for the coming years, Group Tax has increasing
attention for tax technology (data analytics and more
automated compliance and reporting in particular) to further
enhance its control framework.

Our tax control framework has been built and developed
accordingly. In this respect, a set of key controls on tax matters
have been defined, controlling certain inherent risks, which
periodically have been executed and whereby oversight is kept
and specific review procedures performed by the Internal Audit
department.

We operate a Group Tax department to ensure that tax matters
are dealt with according to the mandate given to it by the Board
of Management. Part of the mandate is aroles and
responsibilities matrix on the basis of which it is clear how these
roles and responsibilities are allocated over the different areas
within the PostNL Group. We report quarterly to the Board of
Management on adherence to the tax policy and underlying tax
principles.

83



Tax payments in more detail

Given the different activities we operate across our business segments, we pay a number of different types of tax. In addition to
corporate income tax, VAT & sales tax (borne and collected) and wage tax & social security contributions (borne and collected) are
the most material ones. In 2018, we paid € 511 million (2017: €566 million) in tax. A breakdown of these by type and region is
shown in the charts below. Our revenue breakdown is included for comparison. Note that due to the fact that Nexive and Postcon
are reported as held for sale, the breakdown by region below has changed compared to 2017.

PostNL PostNL PostNL

Revenue by region Total taxes by region Total taxes by type

2017-2018(in %) 2017-2018(in %) 2017-2018 (in %)

The Netherlands . gg The Netherlands . 32 &?ﬁzaﬁ?ﬂi&ﬂ gg
Rest of Europe , : Rest of Europe i VAT and sales tax

Rest of the world i Rest of the world é Corporate income tax

Dividend withholding tax

Other taxes

2017
M 2018

We monitor (inter)national developments (including the OECD project on base erosion and profit shifting and country-by-country
reporting) to improve tax transparency. Complying with the legislation in the countries in which we operate our activities, we have
filed a country-by-country report in the Netherlands and our notifications in (most) of the other countries. During 2018, these
(inter)national developments were discussed on several occasions to assess whether our stance towards these developments
should be adjusted. In terms of the outcome of these discussions, we continue to strive for optimal tax transparency, which includes
taking the aforementioned developments, as well as competition considerations, into account.
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17 PostNL on the capital markets

In this chapter we provide information about our capital structure, the role of investor
relations, our dividend, our financial calendar for the year ahead and contact details.

Shares and share ownership

Ordinary shares in PostNL N.V. (ticker: PNL,

ISIN code 0009739416) are listed on Euronext Amsterdam and
included in the AMXindex. Options on PostNL shares are traded
on Euronext Derivatives Amsterdam and on the European
Options Exchange in Amsterdam.

In 2018, 1,048 million PostNL shares were traded on Euronext
Amsterdam (2017: 923 million shares). The average daily
number of shares traded was 4.1 million (2017: 3.6 million). The
market capitalisation of PostNL was €937 million at the end of
2018 (2017:€1,849 million).

Relative performance PostNL
compared to AMX-index, 2018

e _____________________________________________ |

Jan Feb Mar Apr May Jun  Jul Aug Sept Oct  Nov Dec

w— POStNL
AMX-index (rebased to PostNL)

PostNL's authorised share capital is divided into 1,500,000,000
shares of €0.08 each and consists of 750,000,000 ordinary
shares and 750,000,000 preference shares B. The number of
issued and outstanding ordinary shares was 469,199,776 on 31
December 2018 (2017: 453,530,195 shares). All shares in issue
are fully paid. In 2018, 15,165,535 shares were issued as stock
dividend (2017:9,920,567) and 504,046 for the share plan for
employees (2017: 804,549). No preference shares B were
issued and outstanding. For more information on PostNL's
equity, see note 4.5 to the consolidated financial statements.
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Major shareholders

Pursuant to the Financial Markets Supervision Act (Wet op het
financieel toezicht), shareholders must disclose percentage
holdings in the capital and/or voting rights in the company
when such holding reaches, exceeds or falls below 3%, 5%,
10%, 15%, 20%, 25%, 30%, 40%, 50%, 60%, 75% and 95%.

Such disclosure must be made to the Dutch Financial Markets
Authority (AFM) without delay. Our substantial shareholders
are listed in the table below.

PostNL

Overview of substantial shareholders (>3%)
31 December 2018, in %

Holding of

(Indirect) (indirect)

Date of notification Company Holding  votingrights)

Capfi Delen Asset

18 December 2018 ~ Management 4.32% 4.32%
14 December 2018 BlackRock, Inc 3.08% 3.18%
26 September 2018  Edinburgh Partners 5.08% 4.90%
12 November 2015  J.H.H.de Mol 5.04% 5.04%

Shareholder base

The distribution of our shares between retail, 15% (2017: 9%)),
and institutional shareholderss, 85% (2017:91%)), changed
compared to 2017. PostNL has a broad base of international
shareholders.

PostNL
Institutional shareholders by region
2017-2018(in %)

Rest of Europe gg

North America

The Netherlands

United Kingdom

Rest of the world

W 2017
M 2018
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Bonds and credit rating

In August 2018, PostNL redeemed the bond with an
outstanding amount of £177 million and a coupon of 7.5%.
PostNL currently has one Eurobond outstanding, listed on
Euronext Amsterdam:

- PNL1.0% 2024 (ISIN XS1709433509), nominal value
outstanding €400 million

We are committed to a leverage ratio (adjusted net
debt/EBITDA) not exceeding 2.0. Currently, PostNL is rated by
Standard & Poor's (S&P). The most recent credit rating is as

follows:
PostNL
Credit ratings
2018
Long-term rating Outlook
S&P BBB” Negative

Investor relations

PostNL endeavours to stay in regular contact with our
shareholders. The main goal of our investor relations’ activities
is to build our financial brand. To achieve that, we strive to
inform the financial community about relevant developments
in our company in a transparent and timely way. The Board of
Management and the investor relations team maintain an
active dialogue with the financial community, and we comply
with applicable laws and rules and regulations of Euronext
Amsterdam and the AFM.

Our investor relations’ programme consists of meetings with
analysts and investors, conference calls, roadshows, investor
conferences and workshops. In addition, PostNL communicates
with the financial community through press releases, the
publication of the Annual Report, General Meetings of
Shareholders and the company’s website. In 2018, PostNL
visited investors in major financial cities in Europe and North
America. We meet with investors regularly to ensure the
investment community receives a balanced and complete view
of the company’s strategy, performance and the issues faced
by the business, and to listen to their feedback, while always
observing applicable rules concerning selective disclosure,
equal treatment of (potential) shareholders and insider trading.
In the period preceding the publication of quarterly results,
PostNL will be in a ‘closed period’.
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Explanation by the Board of Management of quarterly results is
given either at Group meetings and/or conference calls which
are accessible by phone and via the website (audiocast).
Additionally, General Meetings of Shareholders are broadcast
via audiocast. Our website provides all relevant information
with regard to publication dates and procedures to attend or
listenin to presentations.

Contact between the Board of Management, the financial
community and the press is carefully handled and structured.
The company will not compromise the independence of
analysts in relation to the company and vice versa. Analysts’
reports and valuations are not assessed, commented upon or
corrected, other than factually, by the company. PostNL does
not pay any fees to parties for carrying out research for
analysts’ reports or for the production or publication of
analysts’ reports, with the exception of credit rating agencies.
Contact with our financial stakeholders is taken care of by the
members of the Board of Management and PostNL's investor
relations’ professionals.

The Board of Management has adopted investor relations and
media guidelines that PostNL employees abide by.

For the latest and archived press releases, presentations, share
price information and other company information, such as our
online Annual Review 2018 and interim reports, please visit
PostNL's website.

Dividend

In accordance with our dividend policy, we aim to pay a
progressive dividend which develops substantially in line with
the development of our operational performance. The
condition for paying out dividend is a leverage ratio (adjusted
net debt/EBITDA) not exceeding ~2. We target a dividend
pay-out ratio of around 75% of the underlying net cash income.
This pay-out ratio reflects a healthy balance of dividing the free
cash flow between investing in growth and allowing our
shareholders to benefit from our business performance.
Shareholders are offered the choice to opt for cash or for
shares.

We propose to increase the dividend to €0.24 per ordinary
share for 2018 (2017: €0.23). This will be proposed to the
Annual General Meeting of Shareholders to be held on 16 April
2019. The final dividend would then amount to €0.17 per
ordinary share, taking into account an interim dividend of €0.07
per ordinary share that was paid in August 2018. The dividend
will be paid, at the shareholder’s election, either in ordinary
PostNL shares or in cash, which remains the default option. The
dividend in shares will be paid out of additional paid in capital as
part of the distributable reserves, free of withholding tax in the
Netherlands. If the dividend proposal is adopted, the
ex-dividend date is 18 April 2019.
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Important dates in 2019

PostNL

Financial calendar
2019

25 February
16 April

7 May

5 August

4 November

PostNL

Dividend calendar

2019
18 April
24 April - 8 May (3.00 PM CET)
10 May
7 August
9-23 August (3.00 PM CET)
27 August

Contact details
Visiting address:
Prinses Beatrixlaan 23
2595 AK The Hague
The Netherlands

Mailing address:

PostNL Investor Relations

P0 30250
2500 GG The Hague
The Netherlands

Results fourth quarter and full year 2018
Annual General Meeting of Shareholders
Results first quarter 2019

Results second quarter and half year 2019

Results third quarter 2019

Ex-dividend date

Election period final dividend 2018
Payment final dividend 2018
Ex-dividend date

Election period interim dividend 2019
Payment interim dividend 2019

Telephone: +3188 868 61 61

E-mail: ir@postnl.nl
Website: postnl.nl/en
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18 Financial statements

Consolidated primary statements

PostNL

Consolidated income statement
2017-2018, in € millions

Year ended at 31 December Notes represeﬁ?gé 2018
Revenue from contracts with customers 2.1.1 2,709 2,758
....... Otheroperatmgrevenue1614
Total operating revenue 2,725 2,772

(1,308)

Other operating expenses 2.15 (116) (151)
Total operating expenses (2,465) (2,608)
284 185

Operating income

Interest and similar expenses

Net financial income/(expense)

Results from investments in jv's/associates 3.6

Profit/(loss) before incom

Income taxes

Profit/(loss) from continuing operations

Profit/(loss) from discontinued operations 3.8

Profit for the year

Earnings from discontinued operations per diluted ordinary share (in € cents)’ (6.9) (20.3)

1. Earnings per ordinary share are in 2018 based on an average of 462,015,866 outstanding ordinary shares (2017: 448,645,255).
2. Earnings per diluted ordinary share are in 2018 based on an average of 463,179,101 ordinary shares on a fully diluted basis in the year (2017: 449,124,010).

The accompanying notes form an integral part of the financial statements.
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http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=Notes
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=2.1.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=2.1.2
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=2.1.3
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=2.1.4
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=2.1.5
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=2.2
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=3.6
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=2.2
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=3.8
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=2.2
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS2_PLA&tnote=2.2

PostNL

Consolidated statement of comprehensive income
2017-2018, in € millions

Year ended at 31 December Notes represeﬁggg 2018
Profit for the year 148 33
* Actuarialgains/(losses) pensions, netoftax 34 13 32
* Pensionasset cellng/minmum funding requirement, retoftax 4 w o
© Impacttaxratechangerelatedto OCIpensions gy
 Changeinvalueoffinancial assets at fairvalue throughoCt -~~~ 2 1
Other comprehensive income that will not be reclassified to the income statement 3 38
© Cumencytranslationadjustment,netoftax ® 0o
 Gains/(osses) oncashflowhedges,netoftax 3 1
Other comprehensive income that may be reclassified to the income statement 0 1
Total other comprehensive income for the year 3 39
Total comprehensive income for the year 151 72
Attr |but ableto ...................................................................................................................................................................................................................
LI NO nco ntm“ |ng|nt e rests ...................................................................................................................................................................... 0 ...................... 0
B Eqwtgholdersoft heparent ................................................................................................................................................................ 1 51 .................... 72

The accompanying notes form an integral part of the financial statements.
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http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS3_OCIA&tnote=Notes
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS3_OCIA&tnote=3.4
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS3_OCIA&tnote=3.4
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS3_OCIA&tnote=4.2

PostNL

Consolidated statement of cash flows
2017-2018, in € millions

Year ended at 31 December Notes represe?'g:; 2018
Profit/(loss) before income taxes 232 161
AdJUStmentSfOr .................................................................................................................................................................................................................
Depreciation, amortisation and impairments 70 83
Shambasec‘pagments ............................................................................................................................................................................ 2 ...................... 3 -
 (Profitflossondisposalofassets @ (19)
nterestandsimilarincome @ e
interestandsimilarexpenses % 27
 Resultsfominvestmentsinjvs/associates g 0
Investment income 30 5
 Pensionliabiities 5 22
©Otherprovisions @ (14)
Changes in provisions (79) (36)

Other current liabilities excluding short-term financing and taxes (17) (75)

Changes in working capital (39) (122)

Cash generated from ope

Income taxes paid (55) (39.)"
Net cash (used in)/from operating activities 231 122 29

Other changes in (financial) fixed assets (8) (1)
Net cash (used in)/from investing activities 232 (111) (48)
D|v|dendspa|d ..................................................................................................................................................................................... (40) .................. ( 63)
Proceedsfromlongtermborrowings 38 3
Repaymentsoflong-termborrowings @ 0o
Repaymentsofshorttermborowings @8 223)
Repaymentsoffinanceleases o @
Net cash (used in)/from financing activities 233 27 (285)
Total change in cash from continuing operations 38 (304)
Cashand cash equivalents at the beginning of theyear 60 645
Cashtransferstodiscontinued operations 72)
Totalchange incash from continuing operations 3y (304)
Total change in cash from discontinued operations N
Cash and cash equivalents at the end of the year 645 269
Total change in cash from discontinued operations 3.8 (33) (52)

The accompanying notes form an integral part of the financial statements.
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http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS4_CFA&tnote=Notes
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS4_CFA&tnote=2.3.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS4_CFA&tnote=2.3.2
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS4_CFA&tnote=2.3.3
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PostNL

Consolidated statement of financial position
2017-2018,in € millions

At31 At31
December December
Notes 2017 2018

Other intangible assets 116 11.5"
Intangible fixed assets 33 257 212
 lendandbuidings 318 322
© Plantandequpment 154 155
B Other21 .................... 12
© Comstructioninprogress g 5
Property, plant and equipment 3.2 510 494
Investmentsinjointventures/associates 6 ° 3
 Otherloansreceivable a 7 6
 Deferredtaxassets 37 o9 66
 Financialassetsatfairvaluethroughocl 2 s 17
Financial fixed assets 50 92
Total non-current assets 817 798
Invemorg ................................................................................................................................................................................................ 6 ...................... 5
Tradeaccountsreceivable 311 36 313
Accountsreceivable 311 s 12
CIncometaxreceivable s 2
Prepaymentsandaccruedincome 157 99
CCashandcashequivalents N 645 269
Total current assets 1,253 700
Assetsclassifiedasheldforsale 38 10 200
Total assets 2,080 1,698
EQUItYand labilities | e
Equity attributable to the equity holders of the parent 34 46
Noncontrollinginterests 3 3
Total equity 24 37 49

Accrued liabilities 2 4
Total non-current liabilities 827 770

Liabilities related to assets classified as held for sale 3.8 121
Total equity and liabilities 2,080 1,698

The accompanying notes form an integral part of the financial statements.
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http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=Notes
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.3
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.2
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.6
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.7
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=4.2
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.1.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.1.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.8
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=2.4
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.7
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.4
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.5
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.5
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.1.2
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=FS1_BSA&tnote=3.1.3
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PostNL

Consolidated statement of changes in equity
2017-2018, in € millions

Attributable
Currency Financial to equity Non-
Issued share Additional translation Hedge assets at fair Other Retained holders of the controlling
capital  paid-in capital reserve reserve value OCI reserves earnings parent interests Total equity
Balance at
31Dec 2016 36 157 3 (4) 0 (561) 290 (79) 3 (76)
Total
comprehensive
income (3) 3 3 148 151 0 151
Appropriation
of netincome 633 (633) 0 0

dividend
current year (15) (15) (15)

Share-based
compensation 3 (1) 2 2

Balance at
3

comprehensive
income 1 11 27 33 72 0 72

Appropriation
of netincome (48) 48 0 0

Final dividend
previous year 1 (1) (47) (47) (47)

Interim
dividend

compensation 2 1 3 3
Balance at
31Dec2018 38 160 0 0 11 54 (217) 46 3 49
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Section 1: Basis of preparation

( )
This section sets out the Group’s accounting principles that relate to the consolidated financial statements as a whole. At the
beginning of each section, we give an overview of the items explained in that section. Where an accounting policy is specific
to one note, the policy is described in the section’s note to which it relates.

This section further describes the critical accounting estimates and judgements, or areas where assumptions and estimates
are significant to the consolidated financial statements, such as post-employment benefits and restructuring.

This section also explains the changes in accounting policies and disclosures, resulting from new and amended accounting
standards and interpretations, whether they are effective in 2018 or later years, and their impact.

\

1.1 General information
PostNL N.V. is a public limited liability company with its registered seat and head office in The Hague, the Netherlands. PostNL
provides businesses and consumers in the Benelux, Germany and Italy with an extensive range of services for their mail and parcels

needs. Through our international sales network Spring, we connect local businesses around the world to consumers globally.
PostNL's services involve collecting, sorting, transporting and delivering letters and parcels for the company’s customers within
specific timeframes. The company also provides services in the area of data and document management, direct marketing and
fulfilment.

The consolidated financial statements include the financial statements of PostNL N.V. and its consolidated subsidiaries (hereafter
referred to as ‘PostNL’, ‘Group’ or ‘the company’).

The consolidated financial statements were authorised for issue by PostNL'’s Board of Management and Supervisory Board on 25
February 2019 and are subject to adoption at the Annual General Meeting of Shareholders on 16 April 2019.

1.2 Accounting principles applied

The consolidated financial statements of PostNL:

- have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the European Union
(EU), including International Accounting Standards (IAS) and related interpretations of the IFRS Interpretations Committee
(IFRICs), and Dutch law,

- have been prepared under the historical cost convention, except for financial instruments, and

- have been prepared assuming a going concern.

The significant accounting policies applied in the preparation of these consolidated financial statements are included at the
relevant notes to the consolidated financial statements or, in case of more general policies, in note 5.4 to the consolidated financial
statements. These policies have been consistently applied to all the years presented, unless stated otherwise. All amounts included
in the consolidated financial statements are presented in euros, unless stated otherwise.

Classification of Nexive and Postcon as discontinued operations
In line with PostNL's strategy to become the logistics and postal solutions provider in the Benelux, PostNL has decided to divest

Nexive and Postcon. On 3 August 2018, the classification criteria of IFRS 5 Non-current Assets Held for Sale and Discontinued
Operations were met. Accordingly, as of Q3 2018, Nexive and Postcon are reported as ‘held for sale’ and the results and cash flows
are reported as ‘discontinued operations’. The comparative figures of 2017 of both the income and cash flow statement have been
represented for the change to ‘discontinued operations’. For further details, see note 3.8 Assets classified as held for sale.

Change in segment reporting
The business lines Nexive, Postcon and Spring were previously reported in the segment International. The decision to divest Nexive

and Postcon and classification of these business lines as discontinued operations triggered a change in segment reporting. As of
2018, PostNL reports two operating segments Parcels (including Spring) and Mail in the Netherlands, and one other segment
PostNL Other.

Going concern

Based on the cash flow-generating capability of the company, the current finance structure and the company’s ability to realise its
assets and discharge its liabilities in the normal course of business, PostNL'’s financial statements have been prepared assuming a
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going concern. During 2018, consolidated equity attributable to the equity holders of the parentimproved by €12 million to €46
million. Corporate equity decreased by €137 million to €2,593 million. As at 31 December 2018, the balance of cash and cash
equivalents amounted to €269 million and the company has an undrawn multi-currency revolving credit facility of €400 million. Its
financing arrangements do not include financial covenants. Bond repayments are not due until 2024. Although the company
remains vulnerable to interest rate changes in relation to its pension obligations, it can also benefit from an environment of
increasing interest rates.

1.3 Critical accounting estimates and judgements

The preparation of PostNL's consolidated financial statements in accordance with IFRS requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities, revenue and expenses, and related disclosure of
contingent assets and liabilities. It also requires management to exercise its judgement in the process of applying PostNL's
accounting policies.

Estimates, assumptions and judgements are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. The resulting accounting positions will, by definition, seldom
equal the related actual results. On a continuous basis, we evaluate our expectations with the actual results, and include the
learnings going forward.

The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements, are disclosed below.

Post-employment benefits

Post-employment benefit accounting is intended to reflect the recognition of future benefit costs over the employee’s approximate
service period, based on the terms of the plans and the investment and funding decisions made. The accounting requires the
company to make assumptions regarding variables such as the discount rate, the rate of benefit increases and future mortality
rates. Changes in these key assumptions can have a significant impact on the defined benefit obligations, funding requirements
and pension costs incurred. For details of the current funded status and a sensitivity analysis with respect to defined benefit plan
assumptions, see note 3.4 to the consolidated financial statements.

Restructuring
Restructuring charges mainly result from restructuring of our operations and overhead as a response to declining volumes in Mail in

the Netherlands. The scope and measurement of PostNL's related restructuring provision depends highly on the projected cash
outflows over the future years, which are mainly driven by the estimated number of staff that will either be made redundant or
apply for a mobility arrangement. For details on the current restructuring provision, see note 3.5 to the consolidated financial
statements.

Impairment of assets
In determining impairments of intangible assets including goodwill, tangible fixed assets and financial fixed assets, management

must make significant judgements and estimates to determine whether the recoverable amount is less than the carrying value. The
recoverable amount is the higher of the fair value less costs of disposal and value in use. In assessing the value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the asset-specific risks. Determining cash flows requires the use of judgements and estimates that have
beenincluded in PostNL's strategic plans and long-term forecasts. The data necessary for the execution of the impairment tests are
based on management estimates of future cash flows, which make it necessary to estimate revenue growth rates and profit
margins. For details on the impairment test of goodwill, see note 3.3 to the consolidated financial statements.

Deferred revenue and revenue related accruals
PostNL has to estimate the deferred revenues from stamps sold but not yet used by its customers. The company uses a seasonal

model based on historical figures in order to account for the seasonal effects on sales from stamps (for example, stamp sales for
Christmas greetings in November and December). Additionally, the company handles large quantities of international mail and
parcel volumes to and from foreign postal operators. Although the net outstanding accrual positions reflect our best estimate, given
the assumptions involved, final settlements might deviate from the outstanding positions. For details on the current positions, see
note 3.1 to the consolidated financial statements.

Income taxes and deferred tax assets

The company is subject to income taxes in a number of jurisdictions. Significant judgement is required in determining the provision
and liability for income taxes. PostNL recognises liabilities for potential tax issues based on estimates of whether additional taxes
will be due, based on its best interpretation of the relevant tax laws and rules. PostNL recognises deferred tax assets to the extent
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that it is probable that future taxable profits will allow the deferred tax asset to be recovered. This is based on estimates of taxable
income by jurisdiction in which the company operates and the period over which deferred tax assets are recoverable. For details on
income taxes and deferred tax assets, see notes 2.2 and 3.7 to the consolidated financial statements.

Assets classified as held for sale
For assets classified as held for sale, including liabilities related to these assets, management needs to determine the fair value less

costs to sell. In assessing this value, management needs to make significant judgements and estimates, influenced by the
asset-specific characteristics, market appetite, the envisaged structuring of the sales transaction, and received proposals. For
details on the assets classified as held for sale, see note 3.8 to the consolidated financial statements.

Contingent liabilities

Legal proceedings covering a range of matters are pending against the company in various jurisdictions. The cases and claims often
raise difficult and complex factual and legal issues that are subject to many uncertainties and complexities, including but not limited
to the facts and circumstances of each particular case and claim, the jurisdiction and the differences in applicable law. PostNL
consults with legal counsel and certain other experts on matters related to litigation. PostNL recognises a liability when it is
determined that an adverse outcome is probable and the amount of the loss can be reasonably estimated. For details on
commitments and contingencies, see note 3.9 to the consolidated financial statements.

1.4 Changes in accounting policies and disclosures
The following table provides a brief description of recent issued International Financial Reporting Standards, amendments and/or
interpretations, that could have a material impact on our financial statements.

Changes in accounting policies

Description Date of adoption Effect on the financial statements
Standards that are adopted
IFRS 9 ‘Financial IFRS 9 addresses the classification, 1January 2018 There has not been a material impact
instruments’ measurement and recognition of financial from the adoption of this standard,
assets and financial liabilities. see below.
IFRS 15 ‘Revenue IFRS 15 specifies how and when revenue 1Janvary 2018 There has not been a material impact
from contracts with  should be recognised and requires to provide from the adoption of this standard,
customers’ users of financial statements with more see below and note 2.1.1 to the
informative disclosures. consolidated statements.

Standards that are not yet adopted

IFRS 16 ‘Leases’ IFRS 16 establishes the principles that 1 January 2019 The standard will mainly effect the
entities would apply to report useful accounting of the Group's operating
information to investors and analysts about leases.

the amount, timing and uncertainty of cash
flows arising from a lease. To meet that
objective, a lessee should recognise assets
and liabilities arising from a lease.

IFRS 9 ‘Financial instruments’
PostNL has performed the business model assessment and solely payment of principal and interest test for all financial instruments

and classified those in the appropriate IFRS 9 business model categories. The impact of the adoption of IFRS 9 is as follows:

- On hedge accounting, the company determined that all existing hedge relationships previously designated as effective hedge
relationships will continue to qualify for hedge accounting under IFRS 9.

- Onimpairment, IFRS 9 requires the company to record expected credit losses on all of its debt securities, loans and trade
receivables, either on a 12-month or lifetime basis. The company applies the simplified approach and records lifetime expected
losses on all trade receivables. The impact of adoption was limited to €0.2 million net of tax and has been recorded in 2018’s
opening equity.

- On classification, the equity shares in non-listed companies that were previously held as available-for-sale with gains and losses
recorded in other comprehensive income (OCI) are under IFRS 9 classified as financial assets at fair value through OCI. The other
financial assets, mainly loans receivable and trade accounts receivable, are under IFRS 9 measured at amortised cost.

The company has aligned its policies to reflect the changes resulting from IFRS 9. Comparative information of 2017 has not been
restated.
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IFRS 15 ‘Revenue from contracts with customers’

The company’s business involves the logistical service of delivering mail, parcels and other consignments. Nearly all of the
company’s revenues are represented by a single performance obligation being ‘logistic services'. Adoption of IFRS 15 does not
impact the company’s revenue and profit or loss resulting from these services. Revenue will remain being recognised at a point in
time when control is transferred to the customer, generally on delivery of the mail, parcels or other consignments.

Other performance obligations within the company’s business comprise the rental of post-boxes (revenue recognition over time),
print services (revenue recognition at a point in time) and stamp collection services (revenue recognition at a point in time).
Adoption of IFRS 15 also does not impact the company’s revenue and profit or loss resulting from these services.

Where contracts entitle customers to a volume discount, the variable consideration is estimated at contract inception and
constrained until it is highly probable that a significant revenue reversal in the amount of cumulative revenue recognised will not
occur when the associated uncertainty with the variable consideration is subsequently resolved.

The company adopted the new standard using the modified retrospective method.

IFRS 16 'Leases’
The standard will impact the accounting of the Group’s operating leases, mainly related to rent and lease of buildings and transport

fleet. At year-end 2018, the Group has non-cancellable operating lease commitments related to continuing operations of €133
million (refer to note 3.9). The related impact on the balance sheet per 1 January 2019 is an increase in lease assets and liabilities
of €132 million. The impact on operating income and net profit is expected to be non-material, although straight line lease
expenses will be replaced by depreciation and interest expenses (with a related increase of €46 million and €1 million respectively).
The cash flow statement will show a shift from net cash from operating activities to net cash used in financing activities. The assets
classified as held for sale and liabilities related to these assets will increase by €36 million per 1 January 2019.

The Group plans to adopt this standard using the modified retrospective method, with the lease assets set equal to the lease
liabilities.
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Section 2: Result for the year

(
This section sets out the Group’s results and performance over 2018, from a profit, cash flow and equity perspective. It
concludes with the performance of our reportable segments.

We analyse the Group’s profit for the year in two separate steps. First we focus on our operating income by reference to the
activities performed by the Group and an analysis of our key operating costs. Thereafter we focus on the net profit and
earnings per share by exploring the financial results —which mainly consists of interest expenses— and the income tax charge.

Next, we analyse this year's cash flow performance of the Group. The cash flow-generating capability of the Group is
essential for the continuity of our company. We explain the difference in accounting for income and expenses from actual
cash in and cash out flows. In our analysis, we separate the cash flow performance of our operating, investing and financing
activities.

Thirdly, we disclose the material developments underlying the equity performance of the year. Together with the net profit
for the year, equity is mainly impacted by developments in our pension liabilities and our financial instruments at fair value
through OCI.

This section concludes with segmental information of our performance. We disclose the contribution of our reportable
segments to total operating revenue and operating income. Furthermore, we report on our non-recurring and exceptional
items during the year.

\_

2.1 Operating income
2.1.1 Total operating revenue

Accounting policies

Revenue recognition

PostNL's revenue from contracts with customers consist of the provision of postal and logistics services. Revenue from
contracts with customers is recognised when control of the goods or services are transferred to the customer at an amount
that reflects the consideration to which PostNL expects to be entitled in exchange for those goods or services. Revenue is the
gross inflow of economic benefits during the current year that arise from ordinary activities and result in an increase in
equity, other than increases relating to contributions from equity participants.

Variable consideration/volume discounts

If the consideration in a contract includes a variable amount, PostNL estimates the amount of consideration to which it will be
entitled in exchange for transferring the goods to the customer. The variable consideration is estimated at contract inception
and constrained until it is highly probable that a significant revenue reversal in the amount of cumulative revenue recognised
will not occur when the associated uncertainty with the variable consideration is subsequently resolved. PostNL

provides volume discounts to certain customers once the quantity of products purchased during the period exceeds a
threshold specified in the contract. Discounts are offset against amounts invoiced to the customer. To estimate the variable
consideration for the expected future discounts, PostNL applies the expected value method. The variable consideration can
be reasonably accurately determined from achieved volumes and contract agreements.

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which PostNL has received consideration
(or an amount of consideration is due) from the customer. If a customer pays consideration before PostNL transfers goods or
services to the customer, a contract liability is recognised when the payment is made or the payment is due (whichever is
earlier). Contract liabilities are recognised as revenue when PostNL performs under the contract and relate to amongst others
deferred revenue from unused stamps, deferred revenue from franking machines and the rental of mailboxes. See note 3.1.3
to the consolidated financial statements.

Revenue from contracts with customers
Revenue from contracts with customers represent revenue from the delivery of goods and services to third parties less
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discounts, credit notes and taxes levied on sales. Accumulated experience is used to estimate and provide for the discounts.

Other operating revenue
Other operating revenue relates to the sale of goods and rendering of services not related to PostNL's ordinary postal and
logistics services and mainly include rental income of temporarily leased-out property and custom clearance income.

\_

The company’s business involves the logistical service of delivering mail, parcels and other consignments. Nearly all of the
company’s revenues are represented by a single performance obligation being ‘logistic services'. Revenue is being recognised at a
point in time when control is transferred to the customer, generally on delivery of the mail, parcels or other consignments. Other
performance obligations within the company’s business comprise the rental of post-boxes (revenue recognition over time), print
services (revenue recognition at a point in time) and stamp collection services (revenue recognition at a point in time).

The following table presents PostNL's revenue from contracts with customers relating to the reported operating segments.

PostNL

Revenue from contracts with customers
2017-2018, in € millions

Year ended at 31 December represei\(t)ég 2018
Parcels 1,374 1,547
Ma,| m theNether | and 5 ....................................................................................................................................................................... 1’775 ................ 1’ 5 72
postN LOther ......................................................................................................................................................................................... 76 .................... 74
E||m|nat|on5 ...................................................................................................................................................................................... (516) ................ (535) -
Total 2,709 2,758

The comparative figures have been represented for adjusted segment reporting and the impact of the discontinued operations in
Italy and Germany. Volume and revenue growth within Parcels was partly offset by decreased revenue within Mail in the
Netherlands, mainly resulting from the continued volume decline in addressed and unaddressed mail.

The following table presents the geographical segmentation of revenue from contracts with customers. The basis of allocation
of revenue by geographical area is the country or region in which the entity recording the sales is located.

PostNL

Geographical segmentation
2017-2018, in € millions

2017
Year ended at 31 December represented 2018
The Netherlands 2,431 2,483
Rest of Europe 141 148
Europe 2,572 2,631
Rest of the World 137 127
Total 2,709 2,758
2.1.2 Work contracted out and other external expenses
r p

Accounting policies

Operating expenses related to ordinary activities are recognised on an accrual basis. In case it is not possible to directly relate
the operating expenses to a particular income earned or expected future income, these expenses are recognised in the
period incurred.

Operating leases

Leases where the lessor retains substantially all the risks and rewards of ownership are classified as operating leases.
Payments made under operating leases (net of any incentives received from the lessor) are charged to the income
statement as incurred during the period of the lease.
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PostNL

Work contracted out and other external expenses
2017-2018, in € millions

2017
Year ended at 31 December represented 2018
Parcels 553 655

External temporary staff 149 170

Total 1,222 1,308

Costs of work contracted out and other external expenses increased by €86 million in 2018 mainly due to increased volumes and
service expansion within Parcels.

2.1.3 Salaries, pensions and social security contributions
PostNL

Salaries, pensions and social security contributions
2017-2018, in € millions

Year ended at 31 December represei?ié 2018

Salaries 758 756
- soc|a|secuntgcharges ...................................................................................................................................................................... 1 19115

Salaries and social security charges 877 871

Defined contribution plans 11 12
Pension charges 96 126
Newddltlomorestructunngpmv's'ons26 ...................... 3
Shar ebased pagmems .............................................................................................................................................................................. 2 ...................... 3
Total 1,001 1,003

In 2018, pension charges increased by €30 million, resulting from higher regular defined benefit charges and lower contribution
from past service costs. More detailed information on pensions is included in note 3.4. For the net additions to restructuring
provisions reference is made to note 3.5 Other provisions.

PostNL
Labour force
2017-2018, as indicated
2017
represented 2018
OO COUN e e
Parcels 4,619 5,722
Mail in the Netherlands 33,305 30,753
PostNL Other 1,041 1,310
Total at year end 38,965 37,785
External agency staff at year end 7,477 7,309
Full-time equivalents (FTES) | oo
Parcels 3,953 4,664
Mailin the Netherlands 15,810 14,547
PostNL Other 1,028 1,210
Total year average 20,791 20,421

Including temporary personnel on our payroll; the external agency staff are additional.

The total headcount of PostNL decreased by 1,180 employees, which mainly relates to the reduction within Mail in the Netherlands
due to the impact of volume decline and cost savings initiatives, partly offset by an increase within Parcels due to growth in parcel
volumes. The labour force is also measured in FTEs based on the hours worked divided by the local standard. In 2018, the average
number of FTEs decreased by 370 FTEs compared to 2017. The average number of employees working in the Netherlands

was 19,827 FTEs (2017: 20,220) and outside the Netherlands was 594 FTEs (2017:571).
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2.1.4 Depreciation, amortisation and impairments
PostNL

Depreciation, amortisation and impairments
2017-2018, in € millions

Year ended at 31 December represeﬁ?gg 2018
Amortisation of intangible assets 17 25
D e premat | On p roper t U p|antand eq U|pm em ............................................................................................................................................... 53 .................... 53
|mpa|rmen tof propertg p|aman d eq U|pment ................................................................................................................................................ 0 ...................... 5
Total 70 83

In 2018, amortisation of intangible assets related to software for €22 million (2017: €15 million) and other intangibles for €3 million
(2017: €2 million). The increase in amortisation of software relate to increased investments in IT projects. The impairment of
property, plant and equipment of €5 million, recorded within Mail in the Netherlands, mainly related to the demolition of a building
of which the land is used to build a new parcel sorting centre.

2.1.5 Other operating expenses
The other operating expenses of €151 million (2017: €116 million) consist of IT, communication, office, travel, consulting and

training expenses and other shared services costs.

In 2018, total incurred EY audit fees amounted to €2.2 million (2017: €2.5 million).

PostNL
Audit fees
2017-2018, in € millions
Year ended at 31 December 2017 2018
Audit fees 15 13
Aud|tre|atedfees ................................................................................................................................................................................... 0 6 09
Taxadwsorufees .................................................................................................................................................................................... 0 o 00
othemonaumtsemceg .......................................................................................................................................................................... 0 4 00
Total 2.5 2.2

Audit fees include fees from the audit of the financial statements. Audit-related services include fees from assurance engagements
related to the corporate responsibility information, regulatory reporting obligations, employee benefit plan data and other
assurance engagements for the benefit of third parties. Other non-audit services include fees from, amongst others, agreed upon
procedures.

In accordance with Dutch legislation, article 2:382a of the Dutch Civil Code, the total audit and audit-related fees charged by the
auditor EY based in the Netherlands amounted to €1.7 million (2017: €1.9 million).

2.2 Net profit and earnings per share
Net financial expense/(income)

Accounting policies

Interest income and expense are recognised on a time-proportionate basis using the effective interest method. All borrowing
costs are recognised in profit or loss using the effective interest method, except to the extent that they can be capitalised as
cost of a qualifying asset.

PostNL

Net financial expense/(income)
2017-2018, in € millions

2017
Year ended at 31 December represented 2018
Interest expenses on long-term borrowings 32 14

Other interest and similar income (4) (3)

Net financial expense/(income) 42 24
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In 2018, interest expenses on long-term borrowings decreased mainly as a result of the repayment of bonds in November 2017 and
in August 2018, which were replaced by a new bond with a lower interest rate.

Income taxes

( )
Accounting policies
The tax expense for the period comprises current and deferred tax. Tax is recognised in the income statement, except to the
extent that it relates to items recognised directly in other comprehensive income. The amount of income tax included in the
income statement is determined in accordance with the rules established by the tax authorities, based on which income
taxes are payable or recoverable.

\_

PostNL

Income taxes

2017-2018,in € millions

2017

Year ended at 31 December represented 2018
Current tax expense 44 45
Changes in deferred taxes 9 (11)
Total income taxes 53 34
Income taxes paid 55 39

The difference between the total income taxes in the income statement and the current tax expense is due to temporary
differences. These differences are recognised as deferred tax assets or deferred tax liabilities, see note 3.7 to the consolidated
financial statements.

In 2018, the income taxes paid relate almost completely to income taxes paid in the Netherlands and include payments related to
prior years. The 2018 difference between the total income taxes (€34 million) and the income taxes paid (€39 million) can be
explained by the changes in deferred taxes (€11 million) and the 2018 movements of the net income tax payable position (€(6)
million).

PostNL

Effective income tax rate
2017-2018,in %

Year ended at 31 December represezn?éz 2018
Dutch statutory income tax rate 25.0 25.0
- Adlustme nt regard| ng Statumrg mcomemxrat e 5 Other . COU mnes ............................................................................................................ (0 1) ................. (04 ) -
Weighted average statutory tax rate 249 24.6
Taxef fe Cts Of ....................................................................................................................................................................................................................
. Nonandpamgdeduct,mecosts ........................................................................................................................................................... 1215
- Exempt : mcome ................................................................................................................................................................................. 1 3 ................. (0 3) -
- Other ........................................................................................................................................................................................... (46) ................. (4 7) -
Effective income tax rate 22.8 21.1

The line ‘Non and partly deductible costs’ mainly relates to non deductible costs relating to subsidiaries, the non deductible
treatment of our share based payments and of the so-called mixed expenses (e.g., meals, entertainment). The line ‘Exempt income’
relates to the non taxable treatment of our results from (former) participations. The line ‘Other’ consists mainly of the impact of tax
rate changes in the Netherlands on our deferred tax positions going forward (-3.9%), investment allowance (energy and
environmental incentives) in the Netherlands (-0.7%) and several smaller effects (-0.1%).
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Earnings per ordinary share: 7.1 eurocents (2017: 33.0 eurocents)

e p
Accounting policies
PostNL presents (diluted) earnings per share (EPS) for its ordinary shares. EPS is calculated by dividing the profit or loss
attributable to the equity holders of the parent by the weighted average number of ordinary shares outstanding during the
period. Diluted EPS is calculated by dividing the profit or loss attributable to the equity holders of the parent by the weighted
average number of ordinary shares outstanding, including the effects for dilution of ordinary shares following the obligations
to employees under existing share plans.

\_

The following table summarises the outstanding shares for PostNL's calculation related to earnings per share.

PostNL

(Average) number of outstanding ordinary shares
2017-2018, in shares

Year averages and numbers at 31 December 2017 2018
Number of issued and outstanding ordinary shares 453,530,195 469,199,776
Snmeseyecompnytcerepan
Aver agenumber Ofor d |nar U Shar e 5 pergear ................................................................................................................................ 44 8645255 ......... 462 ,015,866
D ”Ut e dnU mber Ofordmarg Sharespergear ....................................................................................................................................... 4 78755 1 ,163,235
Average number of ordinary shares per year on a fully diluted basis 449,124,010 463,179,101

At 31 December 2018, PostNL had potential obligations under share plans to deliver 1,163,235 shares (2017: 478,755 shares),
calculated based on the share price of €1.997 as at 31 December 2018 (31 December 2017: €4.076).

2.3 Cash flow performance

e p
Accounting policies

The consolidated statement of cash flows is prepared in accordance with IAS 7 using the indirect method. Cash flows in

foreign currencies are translated at average exchange rates. Receipts and payments with respect to taxation on profits and
interest payments are included in the cash flow from operating activities. Interest receipts and the cost of acquisition of
subsidiaries, associates and investments, insofar as it was paid for in cash, are included in cash flows from investing activities.
Acquisitions of subsidiaries are presented net of cash balances acquired. Cash flows from derivatives are recognised in the
statement of cash flows in the same category as those of the hedged item.

g

2.3.1 Net cash (used in)/from operating activities

In 2018, net cash from operating activities of €29 million (2017: €122 million) resulted from €94 million of cash generated from
operations (2017: €216 million) reduced by €26 million interest paid (2017: €39 million) and €39 million income tax paid (2017:
€55 million).

Cash generated from operations

The decrease in cash generated from operations of €122 million is explained by €82 million lower profit before income tax adjusted
for non-cash items and investment income and a change in working capital of €(83) million, partly offset by a lower change in
pension liabilities of £33 million and a lower change in other provisions of €10 million.
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PostNL

Cash generated from operations
2017-2018, in € millions

2017
Year ended at 31 December represented 2018
Total i 334 252

Payment unconditional funding obligation (32) (33)

Change in pension liabilities (55) (22)

Withdrawals (43) (23)
Change in other provisions (24) (14)
Changes in working capital (39) (122)
Total cash generated from operations 216 94

For the changes in provisions, reference is made to note 3.4 Provisions for pension liabilities and to note 3.5 Other provisions. The
higher investments in working capital mainly related to higher trade accounts receivable within Parcels and a reduction of trade
accounts payable and the accrual for terminal dues within Mail in the Netherlands.

Interest paid
The interest paid is explained as follows:

PostNL

Interest paid

2017-2018, in € millions

2017

Year ended at 31 December represented 2018
Interest on long-term borrowings 34 20
Bank charges and other 5 6
Total 39 26

The interest paid on long-term borrowings decreased mainly as a result of the repayment of a bond in 2017, which was replaced by
anew bond with alower interest rate.

Income taxes paid
The income taxes paid of €39 million (2017: €55 million) mainly related to income taxes paid in the Netherlands and include
payments related to prior years.

2.3.2 Net cash (used in)/from investing activities

PostNL

Net cash investing activities
2017-2018, in € millions

2017
Year ended at 31 December represented 2018
Acquisition of subsidiaries (net of cash) (33)

Net cash (used in)/from investing activities (111) (48)

Acquisitions
In 2017, cash outflow net of cash for acquisitions related to the acquisition of PS Nachtdistributie (€22 million), the acquisition of JP
Haarlem (€2 million), the acquisition of Shops United (€6 million) and the acquisition of Cheap Cargo (€3 million).
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Capital expenditure on intangible assets and property, plant and equipment

In 2018, capital expenditures on intangible assets of €40 million (2017: €35 million) mostly related to software including
prepayments for software. The capital expenditures on property, plant and equipment amounting to €55 million (2017: €66
million) mainly related to the new processing and distribution centres within Parcels. Capital expenditures are funded primarily by
cash generated from operations and are part of strict cash control and review.

Proceeds from sale of property, plant and equipment
In 2018, proceeds from the sale of property, plant and equipment amounted to €46 million (2017: €32 million) and mainly related
to the sale of several buildings.

Changes in other loans receivable
In 2017, changes in other loans receivable included a lessor loan of €6 million relating to the finance lease of a sorting machine by
Bol.com.

2.3.3 Net cash (used in)/from financing activities

In 2018, the net cash used in financing activities of €(285) million (2017: €27 million) mainly related to the final 2017 cash dividend
paid of €47 million (2017: final 2016 cash dividend: €25 million), interim 2018 cash dividend paid of €16 million (2017: interim 2017
cash dividend: €15 million) and the repayment of a eurobond of €223 million (2017: €328 million). In 2017, the net cash used in
financing activities included the proceeds of a new eurobond of €398 million. The proceeds from long-term borrowings of €3 million
relate to a sale and financial leaseback transaction of a Parcel sorting centre. Refer to note 3.2 for further information on the
financial leases we have concluded in 2018. Reference is made to note 4.1 Net debt and note 4.5 Financial instruments.

2.4 Other comprehensive income and equity development

The increase of total equity from €37 million on 31 December 2017 to €49 million on 31 December 2018 is mainly explained by net
profit for the year of €33 million and other comprehensive income of €39 million, partly offset by the payment of cash dividends of
€63 million in total. Other comprehensive income mainly consisted of a positive impact from pensions of €30 million and the
increase in value of the investment in Whistl by €11 million.

Equity attributable to the equity holders of PostNL consisted of the following items:

Issued share capital and Additional paid-in-capital
As at 31 December 2018, issued share capital amounted to €38 million (2017: €36 million) and additional paid-in-capital amounted

to €160 million (2017: €160 million). For details on Issued share capital and Additional paid-in capital, reference is made to note 4.6.

Currency translation reserve
As at 31 December 2018, the translation reserve amounted to €0 million (2017: €0 million), mainly reflecting the movement in

exchange rate differences on converting subsidiaries of Spring within Parcels into euros.

Hedge reserve
As at 31 December 2018, the hedge reserve amounted to €0 million (2017: €(1) million). The tax impact on the cash flow hedges

included in the hedge reserve as at 31 December 2018 is €0 million (2017: €1 million). For more information, see note 4.5 to the
consolidated financial statements.

Financial assets at fair value through OCI
As at 31 December 2018, the reserve related to the financial assets at fair value through OCl amounted to €11 million (2017: €0

million). The increase in 2018 related to the increase in value of the investment in Whistl by €11 million. For more information, see
note 4.2 to the consolidated financial statements.

Other reserves
As at 31 December 2018, the other reserves amounted to €54 million (2017: €74 million). In 2018, the other reserves decreased by

€20 million mainly resulting from the appropriation of net income from 2017 of €(48) million and a positive pension effect within
other comprehensive income (net of tax) of €30 million. For details on pensions, reference is made to note 3.4.

Retained earnings
As at 31 December 2018, retained earnings amounted to €(217) million (2017: €(235) million). In 2018, retained earnings

increased by €18 million due to the appropriation of netincome from 2017 of €48 million and total profit for the year of €33 million
in 2018, partly offset by the payment of cash dividends of €63 million in total.
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The Board of Management has proposed to make an amount of €96 million out of the distributable part of the shareholders’ equity
available for distribution of dividend. Refer to note 6.5 for more details of this proposal.

2.5 Segment information

( )
Accounting policies

PostNL reports two operating segments: Parcels and Mail in the Netherlands and one other segment: PostNL Other.

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-makers. These chief operating decision-makers, who are responsible for allocating resources and assessing the
performance of the operating segments, have been identified as the Board of Management of PostNL that makes strategic
decisions. Transfer prices between operating segments are on an arm's length basis. PostNL Other represents head office
entities, including the difference between the recorded IFRS pension expense for the defined benefit pension plans and the
actual cash contributions.

\_

The following table presents the reconciliation of the 2018 segment information relating to the income statement of the reportable
segments. Segment information relating to the balance sheet is reported in note 3.10.

PostNL

Segmentation

2018, in € millions
Year ended at 31 December 2018 Parcels MailinNL ~ PostNL Other Eliminations Total

Revenue from contracts with customers

Other operating revenue 8 6 14
Total operating revenue 1,555 1,678 74 (535) 2,772
R R o T =
o premat | on/lmpalrme - p : Opertu plant andequ |pme L (21) .................. (31) .................... ( 6) ......................................... ( . ) -
R n/Impa - mtanglble S ( 9) .................. (11) .................... ( 5) ......................................... ( 25) -
Total operating income 119 100 (34) 185
B /(expen - ) .................................................................................................................................................................................... ( . ) -
B ntsmjvs/assooat e 5
s ( . ) -
o /(Ioss) e p e ( 5 ) -
Profit for the year 33
Underlying cash operating income 117 93 (22) 188

The key financial performance indicator for management is underlying cash operating income. The underlying cash operating
performance focuses on the underlying cash earnings performance, which is the basis for the dividend policy. In the analysis of the
underlying cash operating performance, adjustments are made for exceptional items as well as adjustments for non-cash costs for
pensions and provisions. For pensions, the IFRS-based defined benefit plan pension expenses are replaced by the non-IFRS
measure of the actual cash contributions for such plans. For the other provisions, the IFRS-based net charges are replaced by the
related cash outflows. Underlying cash operating income is reported on a monthly basis to the chief operating decision-makers.

PostNL Driving transition | 18 Financial statements 108



The following table presents the reconciliation from reported operating income to underlying operating income and underlying
cash operating income.

PostNL

From reported to underlying (cash) operating income
2018, in € millions

Payment
Year unconditional  Consolidation Underlying
ended at Reported Project costs Restructuring funding effect Underlying Changesin cash
31 operating and Impairment related obligation  discontinued operating Changesin pension operating
December income settlements building charges pensions operations income provisions liabilities income
Parcels 119 2 121 (1) (3) 117

2018 185 24 4 3 0 (7) 209 (32) 11 188

From reported to underlying operating income
In 2018, underlying operating income totalled €209 million (2017: €297 million). Underlying operating income excludes

exceptional items, which amounted to €24 million in 2018 (2017: €13 million). In 2018, project costs of €24 million mainly related
to regulatory-related advisory costs and settlements within PostNL Other. In 2018, the fourth instalment of the unconditional
funding obligation to the pension fund of €33 million was paid. The segments Parcels, Mail in the Netherlands and PostNL Other
record the unconditional funding obligation paid as expenses. As these payments do not represent IFRS-based pension expenses,
PostNL Other records the reverse effect.

From underlying operating income to underlying cash operating income
In 2018, underlying cash operating income totalled €188 million (2017: €241 million). The changes in provisions of €£(32) millionin

2018 (2017: €£(43) million) represent the difference between the underlying net addition for restructuring and other provisions of
€4 million (2017: €(6) million) and the underlying cash payments of €36 million (2017: €37 million). The changes in pension
liabilities of €11 million in 2018 (2017: €(13) million) represent the difference between the recorded underlying pension expenses
of €126 million (2017: €107 million, excluding the positive effect of past service pension costs of €11 million), and the underlying
cash payments of €115 million (2017: €119 million), which excludes the fourth instalment of the unconditional funding obligation
of €33 million (2017: €32 million). The decrease of €53 million in underlying cash operating income comprised lower results at
Parcels (€23 million), Mail in the Netherlands (€32 million), only slightly offset by a higher result in PostNL Other (€2 million).

The following tables present the reconciliation of the 2017 segment information relating to the income statement of the reportable
segments. The figures have been represented for adjusted segment reporting and the impact of the discontinued operations.
Segment information relating to the balance sheet is reported in note 3.10.
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PostNL

Segmentation
2017, in € millions
Year ended at 31 December 2017 Parcels MailinNL  PostNL Other Eliminations Total
Revenue from contracts with customers 1,204 1,505 0 2,709
Intercompangsales ......................................................................................................... 1 70 ................... 2 70 .................... 76 ................ (516) .........................
Otheroperatmgrevenue ...................................................................................................... 8 ...................... 816

Total operating revenue 1,382 1,783 76 (516) 2,725

Amortisation/impairment intangibles (5) 7) (5) (17)
Total operating income 138 145 1 284

Profit/(loss) from discontinued operations (31)

Profit for the year 148

Underlying cash operating income 140 125 (24) 241
PostNL

From reported to underlying (cash) operating income
2017 represented, in € millions

Payment
Year unconditional Pastservice  Consolidation Underlying
ended at Reported Restructuring funding pension effect Underlying Changesin cash
31 operating related obligation costs/  discontinued operating Changesin pension operating
December income Project costs charges pensions settlements operations income provisions liabilities income
Parcels 138 2 2 142 0 (2) 140

1 9 6 (29) 1 (10) (22) (9) 7 (24)

284 9 25 0 (11) (10) 297 (43) (13) 241

Actuals 2017 represented for adjusted segment reporting and the impact of the discontinued operations in Italy and Germany.
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Section 3: Operating assets and liabilities

( )

This section sets out the Group's assets used to generate trading performance and the liabilities incurred as a result. Liabilities
related to the Group's financing activities are addressed in section 4.

The main operating assets included in this section are: working capital, property, plant and equipment and intangible fixed
assets. The main operating liabilities included in this section are: provision for pension liabilities and other provisions.

The other disclosures included in this section are: investments in joint ventures and associates, deferred income tax assets
and liabilities and commitments and contingencies.

This section concludes with segmental information, where we split the relevant total operating assets and liabilities
according to our reportable segments and according to a geographical segmentation.

\_

3.1 Working capital
3.1.1 Accounts receivable

( )
Accounting policies

Trade receivables that do not contain a significant financing component or for which PostNL has applied the practical
expedient are measured at the transaction price determined under IFRS 15. PostNL recognises an allowance for expected
credit losses (ECLs). ECLs are based on the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that PostNL expects to receive, discounted at an approximation of the original effective
interest rate. For trade receivables, PostNL applies a simplified approach in calculating ECLs. Therefore, PostNL does not
track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date. PostNL has
established a provision matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment. The amount of the ECLs is recognised in the income statement. Any
reversal of the ECLs is included in the income statement on the same line as where the original expense was recorded.

The risk of uncollectability of accounts receivable is primarily estimated based on prior experience with, and the past due
status of, doubtful debtors adjusted for forward-looking factors. Large accounts are assessed individually based on factors
that include ability to pay, bankruptcy and payment history. In addition, debtors in certain countries are subject to a higher
collectability risk, which is taken into account when assessing the overall risk of uncollectability.

\

PostNL

Accounts receivable
2017-2018, in € millions

At 31 December 2017 2018
Trade accounts receivable - total 401 323

. Auowan Cefor exp ected credmo Sses ........................................................................................................................................................ (15) .................. ( 10) -
Trade accounts receivable 386 313

Other accounts receivable 24 9
Accounts receivable 50 12
Total accounts receivable 436 325

As at 31 December 2017, total accounts receivable included an amount of €136 million related to discontinued operations. Further
disclosure hereafter only relates to continuing operations.

Trade accounts receivable are non-interest bearing and are generally on terms of 3 to 30 days.
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The main part of the allowance for expected credit losses related to a collective loss component established for groups of similar
trade accounts receivable balances. This collective loss component is largely based on the ageing of the trade accounts receivable
and is reviewed periodically. The fair value of the total (trade) accounts receivable approximated its carrying value.

The concentration of the trade accounts receivable per customer is limited. The top 10 trade accounts receivable accounted for
18% of the outstanding balance as at 31 December 2018 (2017: 13%). The concentration of the trade accounts receivable portfolio
over the different regions can be summarised as follows:

- Netherlands €278 million (2017: €238 million),

- Rest of Europe €18 million (2017: €21 million), and

- the rest of the world €17 million (2017: €14 million).

The ageing analysis of the trade accounts receivable past due is presented below.

PostNL

Ageing trade accounts receivable past due
2017-2018, in € millions

At 31 December 2017 2018
Up to 1 month 39 40
13month525 .................... 25
36 mont hs ............................................................................................................................................................................................. g ...................... 7
elzmomhs ............................................................................................................................................................................................ 5 ...................... 5
o\,er 12m0m h 5 ........................................................................................................................................................................................ 9 ...................... 8
Total 87 86

The movements in the allowance for expected credit losses of trade accounts receivable were as follows:

PostNL

Statement of changes in the allowance for expected credit losses of trade accounts receivable
2017-2018, in € millions

2017 2018

Balance at 1 January 8 9
P rOWdEd for dunng ﬂnamal Uear ................................................................................................................................................................ 3 ...................... 6
Re‘eases ................................................................................................................................................................................................. 0 ...................... 0
Recewablesw”ttenOffdunnggear asunconectame ...................................................................................................................................... ( 2) (5)

Balance at 31 December 9 10

Set out below is the information about the credit risk exposure on the trade accounts receivable using a provision matrix.

PostNL

Expected credit losses
2017-2018, in € millions

Months past

At 31 December due
Upto 1month 1-2 months 2-3months 3-4months  over4 months Total

Expected credit loss rate 1% 2% 9% 15% 21%

Grosgamoumoftradeaccountsrecewame ................................................... 2 132517 ...................... 225232
Exp ecte d C red| t|055 20 17 .............................................................................. 2 ...................... 1 ...................... 1 ...................... o ...................... 5 ...................... 9
Expectedcred|t|055rate1%3%9% .................. 27% .................. 25% .........................
Grossamountoftradeaccountsrece.\/ame ................................................... 2 553212 ...................... 321323
Exp ecte d C red| t|055 20 18 .............................................................................. 2 ...................... 1 ...................... 1 ...................... 1 ...................... 5 .................... 10
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3.1.2 Other current liabilities

PostNL

Other current liabilities

2017-2018, in € millions
At 31 December 2017 2018

VAT payable 57 42

As at 31 December 2017, the other current liabilities included an amount of €21 million related to discontinued operations.

3.1.3 Contract liabilities

PostNL

Contract liabilities
2017-2018, in € millions

At 31 December 2017 2018
Deferred revenue from unused stamps 59 54
D eferrEd revenue from fran kmg maChme 5 ................................................................................................................................................... 10 ...................... 9
R ema| Ofma”bo Xes ................................................................................................................................................................................ 12 .................... 10
otheramountgrece.\,edmadvancedfromcustomers .................................................................................................................................... 12 ...................... 7
Total 93 80

As at 31 December 2017, the contract liabilities included an amount of €7 million related to discontinued operations.

We expect to perform almost all services related to the outstanding contract liabilities at 31 December 2018 within one year.
However, note that within one year we expect outstanding contract liabilities more or less in line with the amounts currently
reported.

3.1.4 Accrued current liabilities

PostNL

Accrued current liabilities

2017-2018, in € millions
At 31 December 2017 2018

To be paid to third parties 177 131

Other accrued current liabilities 2 2
Total 484 378

As at 31 December 2017, the accrued current liabilities included an amount of €48 million related to discontinued operations.
Further disclosure hereafter only relates to continuing operations.

Main items within the expenses to be paid to third parties included payables to business partners of €16 million (2017: €13 million),
claims of €5 million (2017: €5 million), discounts to be paid of €2 million (2017: €3 million) and various other expenses to be paid.

Expenses to be paid to personnel included accrued wages and salaries of €14 million (2017: €15 million), the accrual for voluntary
termination agreements is reduced to nil (2017: €13 million).

The accrual for terminal dues relates to payables to foreign postal operators relating to the years 2018 and before. The change
reflects both the regular course of business as well as settlements of outstanding positions.
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3.2 Property, plant and equipment

( )
Accounting policies

Property, plant and equipment is valued at historical cost, less depreciation and impairment losses. The initial costs of an

assets comprises its purchase price, costs of bringing the asset into working condition, handling and installation costs and
non-refundable purchase taxes.

Land is not depreciated. System software is capitalised and amortised as a part of the tangible fixed asset for which it was
acquired to operate.

Finance leases are capitalised at the inception of the lease at the lower of the fair value of the leased property and the
present value of the minimum lease payments. The corresponding rental obligations, net of finance charges, are included in
long-term debt. Property, plant and equipment acquired under finance leases are depreciated over the shorter of the asset’s
useful life and the lease term.

Other property, plant and equipment is depreciated on a straight-line basis over its expected useful life, taking into account
any residual value. The asset’s residual value and useful life is reviewed on an annual basis and, if necessary, changes are

accounted for prospectively.

For the accounting policy concerning impairments, reference is made to note 5.4.

\

PostNL

Property, plant and equipment
2017-2018,in € millions

Land and Plant and Construction
buildings equipment Other in progress Total
Depreciation percentage 0%-10% 10%-33% 10%-33% 0%
Historical cost 838 477 82 23 1,420
Accumulateddepreciationandimpairments s17) @) 6 (915)
Balance at 31 Dec 2016 321 142 19 23 505

Transfers to assets held for sale (14) (14)
Total changes 3) 12 2 (6) 5
Historical cost 815 505 89 17 1,426
Accumulated depreciation and impairments (497) (351) (68) (916)
Balance at 31 Dec 2017 318 154 21 17 510

Transfers to assets held for sale (6) (6) (5) (5) (22)
T AN eS e A Lo LGN ay @e)
H|5tonca|cost ................................................................................................................. 7 80487 .................... 61 ...................... 5 ................ 1’333

Accumulated depreciation and impairments (458) (332) (49) (839)
Balance at 31 Dec 2018 322 155 12 5 494
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Capital expenditures in 2018, including new finance leases, are above the level of 2017. Investments were made in the new sorting
centres within Parcels and in various other equipment. Both developments also impacted the internal transfers and reclassifications
from construction in progress to land and buildings, plant and equipment and other.

The disposals mainly related to the sale of real estate in the Netherlands. The book profit from the sale of real estate is included in
otherincome in the consolidated income statement.

The transfers to assets held for sale related for €3 million to buildings in the Netherlands and for €19 million to discontinued
operations. The amount of €19 million relating to discontinued operations represents the balance as at 1 January 2018 (3 August
2018: €18 million). The net movement of €(1) million included capital expenditures of €2 million and depreciation of €3 million.

In 2018, PostNL decided to finance a number of Parcel sorting centres and sorting machines through financial leases. PostNL
concluded these financial leases with an entity especially set up for this purpose by a third party. The term of the finance lease
contracts is 10 years. At 31 December 2018, one sorting centre has been finalized, which triggered the recording of the related
finance lease asset and liability. The construction of this centre started in 2017 in which year €3 million of capital investments were
made. In 2018, all further construction costs of €9 million have been incorporated in the concluded financial lease. A sale and lease
back transaction has been recorded for the €3 million of costs already capitalized in 2017. The cash proceeds are reported as
‘Proceeds from long-term borrowings' in the cash flow statement. At 31 December 2018, two sorting centres are under construction
and will be finalised in 2019.

PostNL

Finance leases
2017-2018, in € millions

Year ended at 31 December 2017 2018
Land and buildings - leasehold rights and ground rents

Historical cost 22 17

Accumulated depreciation %) (7)
Bookvalue 13 10
Land and buildings - sorting centres Parcels 12
Other equipment 1 15
Total bookvalue finance leases 14 37

The other leased equipment mainly relate to sorting machines and cash registers. The minimum lease payments to be paid under
these contracts represent the discounted value.

The leasehold rights and ground rent contracts related to land and buildings in the Netherlands. Those expiring:

- between 1 and 5 years amount to €0 million (2017: €0 million),

- between 5 and 20 years amount to €0 million (2017: €0 million),

- between 20 and 40 years amount to €4 million (2017: €7 million),
- thereafter amount to €6 million (2017: €6 million), and

- with indefinite terms amount to €0 million (2017: €0 million).
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3.3 Intangible fixed assets

( )
Accounting policies
Goodwill
Goodwill represents the excess of the cost of acquisition over the fair value of PostNL's share of the identifiable net assets
acquired. Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill on acquisition of joint ventures and
associates is included in investments in joint ventures/associates and is not separately recognised or tested for impairment.
Gains and losses on disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Separately-recognised goodwill arising on acquisitions is capitalised and subject to an annual impairment review. Goodwill is
carried at cost less accumulated impairment losses.

Other intangible fixed assets

Costs related to the development and installation of software for internal use are capitalised at historical cost and amortised
over the estimated useful life. Other intangible assets acquired in a business combination are recognised at fair value at the
acquisition date.

An asset under construction is transferred to its respective intangible asset category at the moment it is ready for use and is
amortised using the straight-line method over its estimated useful life. Other intangible assets are valued at the lower of
historical cost less amortisation and impairment. The asset’s residual value and useful life is reviewed on an annual basis and,
if necessary, changes are accounted for prospectively.

For the accounting policy concerning impairments of goodwill and other intangible fixed assets, reference is made to note
5.4.
1\

PostNL

Intangible fixed assets
2017-2018, in € millions

Goodwill Software Other Total
Amortisation percentage 10%- 35% 0%- 35%
Historical cost 300 238 45 583
- Accumul atedam omsanon an d |mpa| rments ............................................................................................. (177) ................ (194) .................... ( 7) ................ (378) -
Balance at 31 Dec 2016 123 44 38 205

Amortisation (17) (3) (20)
Ol S e 8 28 6 52
e L o Ly
e andlmpalrmems ............................................................................................. (177) ................ (193) .................. (24) ................ (394) -
Balance at 31 Dec 2017 141 72 44 257
Ll (44) .................... ( 6) .................. (12) .................. ( 62)
e o
....... |ntema|transfers/reclassmcanons9(9)
e (22) .................... ( 3) .................. ( 25)
T AN eS e @4) ER ao 45)
e o o O i
e — dlmpalrments ............................................................................................... (46) ................ (176) .................... ( 8) ................ (230) -
Balance at 31 Dec 2018 97 81 34 212

The transfers to assets held for sale of €62 million related to discontinued operations and represents the balance as at 1 January
2018 (3 August 2018: €62 million). The net movement of €0 million included additions of €3 million and amortisation of €3 million.
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Goodwill
Goodwill is allocated to the Group's cash-generating units (CGUs) and tested for impairment. The CGUs correspond to an operation

in a particular country or region and the nature of the services provided. Compared to 2017, the CGU structure has not changed.

In 2017, the additions to goodwill related to the acquisition of PS Nachtdistributie (€10 million), JP Haarlem (€2 million), Shops
United (€6 million) and Cheap Cargo (€2 million). The goodwill of all acquisitions is allocated to the CGU Parcels. The disposals of
goodwill of €2 million related to the sale of Print Management (CGU Mail in the Netherlands).

PostNL

Goodwill per CGU
2017-2018, in € millions

Year ended at 31 December 2017 2018
Parcels 32 32
Mail in the Netherlands 65 65
Germany 42
Italy 2
Total 141 97

Based on the 2018 financial performance, a detailed review has been performed of the recoverable value of each CGU. The
recoverable value is the higher of the value in use and fair value less costs of disposal. Fair value less costs of disposal represents the
best estimate of the amount PostNL would receive if it sold the CGU. The recoverable value is determined based on the value in use.
The value in use has been estimated on the basis of the present value of future cash flows.

For both mature markets and non-mature markets, the estimated future net cash flows are based on a nine-year forecast and
business plan, as management considers these forecasts reliable based on past experience. The cash flow projections have been
approved by management.

PostNL has determined the budgeted gross margin based on past performance and its expectations for market development. The
weighted average growth rates used are consistent with the forecasts included in industry reports. The pre-tax discount rate used in
the CGU valuations varies around 10% (2017:9% to 13%).

Key assumptions used to determine the recoverable values for each individual CGU are the following:

- maturity of the underlying market, market share and volume development in order to determine the revenue mix and growth rate,

- level of operating income largely impacted by revenue and cost development, taking into account the nature of the underlying
costs and potential economies of scale,

- level of capital expenditure in network-related assets, and

- discount rate to be applied following the nature of the underlying cash flows and foreign currency and inflation-related risks.

Management has carried out an impairment test for each individual CGU and concluded that the recoverable amount of the
individual CGUs is higher than the carrying amount.

Software and other intangibles
The closing balance of software and other intangibles is build up as follows:

PostNL

Software and other intangibles
2017-2018, in € millions

Year ended at 31 December 2017 2018
Internally-generated software 65 74
Purchased software 7 7
Software under construction 11 16
Customer lists 33 18
Total 116 115

The additions to software mainly concerned IT investments related to replacement and improvement of sorting and delivery
processes within Mail in the Netherlands and Parcels, and software licenses and costs of internally-generated software for various
IT projects including investments in our online landscape, logistic service platform and back office functionality. The reclassification
from other intangibles was due to finalised IT projects. The decrease in customer lists related mainly to the transfer to assets held
for sale of Postcon.
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The estimated amortisation expenses for software and other intangible assets are:

- 2019: €31 million,

- 2020: €29 million,

« 2021: €24 million, and
- thereafter: €31 million.

PostNL does not conduct significant research and development activities and therefore does not incur research and development
costs.

3.4 Provisions for pension liabilities

Accounting policies

The net defined benefit liability/asset for all pension and other post-employment plans that qualify as defined benefit plans
is determined by calculating the present value of the defined benefit obligation and deducting the fair value of the plan
assets. The resulting deficit or surplus is adjusted for any effect of limiting a net defined benefit asset to the asset ceiling and
for any effect of minimum funding requirements.

PostNL uses actuarial calculations (projected unit credit method) to measure the obligations and the costs. Assumptions are
made about financial variables (such as the discount rate and the rate of benefit increases) and demographic variables (such
as employee turnover and mortality). The discount rate is determined by reference to market rates using high-quality
corporate bonds. The assumed return on plan assets equals the discount rate applied in the calculation of the pension
obligations at the beginning of the year.

Service costs are recognised as operating expenses in the income statement. Gains or losses on the amendment
or curtailment of a defined benefit plan (past service cost) and gains or losses on a settlement are recognised as operating
expenses in the income statement on the date of the amendment, curtailment or settlement.

The net interest expense/income on the net defined benefit liability/asset, asset ceiling and/or minimum funding
requirements, is recognised as ‘Interest and similar expenses/ income’ in the income statement (below operating income).

Deviations between the expected and actual development of the pension obligation and plan assets, resulting in actuarial
gains and losses, are recognised immediately within Other Comprehensive Income (net of tax). The impact of the asset
ceiling and/or minimum funding requirements is also recognised within Other Comprehensive Income (net of tax).

Pension costs for defined contribution plans are expensed in the income statement when incurred or due.

PostNL's main Dutch defined benefit average pay pension plan (main plan) covers the employees subject to PostNL's collective
labour agreement and staff with a personal labour agreement in the Netherlands. The main plan is externally funded in ‘Stichting
Pensioenfonds PostNL’ (main fund), an independent legal entity which is not owned or controlled by any other legal entity and
which falls under the regulatory supervision of De Nederlandsche Bank.

PostNL also runs a number of defined benefit transitional plans, which mainly consist of a conditional pension benefit (“soft
pension”) ultimately granted and financed towards the main fund at 31 December 2020 or retirement, if earlier.

Main developments during 2018

In 2015, PostNL started the payment of the unconditional funding obligation to the main fund by a first instalment of €32 million. In
2016, 2017 and 2018, the following instalments were paid. At 31 December 2018, the outstanding funding obligation amounted to
€33 million, which will be paid in 2019.

Further details of the main plan

The main plan is a defined benefit average pay scheme, with a basis accrual rate of 1.875% of the pensionable base and retirement
age set at 68 years. The pensionable base is derived as the pensionable salary, with a statutory maximum of €105,075 (level 2018),
minus a state pension offset.
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Pension (cash) contributions are bounded by a minimum level of 21.5% and a maximum level of 27.5% of the pensionable salary
base. The calculations are based on the main fund's expected return on plan assets. The resulting contributions are increased by
10% if the coverage ratio is below 120% and by 5% if the coverage ratio is between 120% and 130%. Based on the total maximum
premium amount, the intended pension accrual can be reduced in any year. Given the applicable financing arrangements and
current low interest rates, it is expected that the accrual rate will be lower than the basis level of 1.875% for the coming years. The
accrual rate for 2018 and 2019 has been set at 1.615% and 1.652% of the pensionable base.

When the 12 months average coverage ratio will be below the minimum required funding level of 104.0% a 5-year recovery period
will start, in which top-up payments of at most 1.25% of the fund’s plan obligations per year might apply. In determining the top-up
payment obligation, the resilience of the pension fund will be taken into account. The requirement to supplement a deficit will be
determined on the basis of the ‘beleidsdekkingsgraad’ (i.e. the 12-months average coverage ratio). Based on our projections we do
not anticipate any top-up payments.

By the end of 2018, the month-end coverage ratio of the main fund amounted 112.1% (2017: 115.8%), including the outstanding
payment of the unconditional funding obligation of €33 million by PostNL. The decreased coverage ratio is mainly explained by a
negative effect from a decrease of the interest rate and the negative return on plan assets. The 12-months average coverage ratio
amounted 116.0% per 31 December 2018 (2017: 113.4%).

The returns on plan assets are linked to the strategic investment policy of the main fund. The fund uses interest rate derivates to
reduce the net interest exposure on its assets and liabilities. The plan assets may from time to time include investments in PostNL'’s
own financial instruments through indirect holdings by mutual funds. Around 73% of the fund's total plan assets have a quoted
market price in an active market. The unquoted part relates to investments in investment funds which invest in non-listed assets
(for example real estate investments) and non-listed derivatives.

PostNL

Asset mix/return of main pension plan
2017-2018,in %

Actual mix Actual mix

At 31 December 2017 2018

Equities 32% 28%
leedmter e St andmf |at|o n “ nkedbonds ................................................................................................................................................... 6 1% ................. 55%
Rea|estateanda|temanvemvestment8% ................... 8%
Swap51% ................... 1%
Ol 0% 100%
Return 5.5% -0.6%

Statement of changes in provision for defined benefit plans
The following table presents an overview of the movement of the provision for post-employment benefit plans during 2018.

PostNL
Statement of changes in provision for defined benefit plans
2017-2018, in € millions

Transfers to
liabilities Pension asset
Balance at 31 relatingto  Post-employment ceiling/minimum  Balance at 31
December  assets held for benefitincome/ Employer Actuarial funding December
2017 sale (expenses)  contributions  gains/(losses) requirement 2018
Dutch main pension plan (65) (105) 106 34 3) (33)

Du

Other plans (11) 9 0 0 1 (1)
Provision for post-employment

benefit plans (359) 9 (122) 136 43 3) (296)

The transfers to liabilities relating to assets held for sale of €9 million related to discontinued operations and represents the balance
asat 1 January 2018 (3 August 2018: €9 million). The net movement of €0 million included expenses of €2 million and employer

contributions of €2 million.
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The following table gives a break-down of total pension costs, pension cash contributions, actuarial gains and losses, and the impact
of the asset ceiling and/or minimum funding requirement.

PostNL

Details on cost, cash, gains and losses, and adjustments
2017-2018, in € millions

2017

represented 2018

Regular defined benefit costs (104) (122)
Past5erv|cecogtg/sett|ements11 .........................
D eﬂnEd Conmbunonco St 5 ..................................................................................................................................................................... (11) .................. ( 12) -
Total employer pension costs (104) (134)
~ Ofwhichincluded within salaries, pensions and social security contributions  refertonote213 %) (126)
.. Ofwhich ncugedwitininterestandimlarexpenses refertonote22 @) @)
Deﬂned beneﬂtcaShconmbUtlons ........................................................................................................................................................... 1 08 103
DeﬂnedbeneﬂtpagmentUncondmonalfundmgobhganon32 .................... 33
DeﬂnedconmbunonCaShcontnbUtlons11 .................... 12
Total employer pension cash contributions 151 148

Experience adjustments 84 (67“)"
Actuarial gain/(loss) on benefit obligations (266) 277
Actua na|ga|n/(|oss) On p |anasset5 ........................................................................................................................................................... 2 83 ................ (234) -
Total actuarial gain/(loss) 17 43
N EtCha rg e w|th|n 0th e.—c° m prehen Swe | ncom e ....................................................................................................................................... 13 .................... 32
- Adjustme mfor pensm n a Sset Ce| “ng ............................................................................................................................................................................... ( 20) -
Adjustme ntfor m|n|mumfund|ngrequ|rement .......................................................................................................................................... (14) .................... 17
Total gross adjustment (14) (3)
N etCha rg e w|th|n Oth erco m prehen swe | ncom e ..................................................................................................................................... ( 10) ................... (2 )

The actuarial loss of €9 million (2017: loss of €13 million) resulting from a change in the rate of benefit accrual follows from the
maximum level of pension (cash) contributions of 27.5% of the pensionable base. Given current low interest rates and the
applicable financing arrangements, it is expected that the benefit accrual rate will be lower than the basis level of 1.875% for the
coming years.

The negative adjustment of €3 million is the consequence of the slight increase in the main fund’s funded status (on the basis of IAS
19 accounting) during 2018, triggering asset ceiling and adjustment of the recorded minimum funding requirement.

For 2019, we expect total cash contributions of around €146 million (2018: €148 million), including the fifth and last instalment of
the unconditional funding obligation of €33 million (2018: €33 million).

For 2019, we expect total employer pension costs of around €125 million (2018: €134 million). The decrease is mainly explained by
the lower rate of benefit increases, reflecting the development of the coverage ratio of the main fund. As the net liability of the main
pension planis limited to the outstanding funding obligation, we expect an actuarial gain of around €25 million recorded in other
comprehensive income.

PostNL Driving transition | 18 Financial statements 120



Detailed reconciliation of the opening and closing balances

The following table reconciles the opening and closing balances of the present value of the defined benefit obligation and the fair
value of plan assets, the funded status and the netted pension provisions, and the employer pension expenses of PostNL's defined
benefit post-employment plans.

PostNL

Detailed overview of changes in consolidated defined benefit plans
2017-2018, in € millions

2017 2018
Change in benefit obligation
Benefitobligation at beginning of year (8542)  (8826)
 Trnsferstolabiitiesrelating toassetsheld forsale 9
CSewicecosts as) (122)
Cterestcosts sy (176)
....... Pastsemcecostsn
....... sett|ement51
 Actuarial (osses)/gains (266) 277
- Beneﬂtgpauj ................................................................................................................................................................................... 2 23231
Benefit obligation at end of year (8,826) (8,607)

Benefits paid (228) (231)
Fair value of plan assets at end of year 8,515 8,364

Funded status at the beginning of year (377) (311)
 Transferstoliabilties relatingtoassets held forsale 9
 Operatingexpenses ® (13)
©Interest (expenses)/fincome o o
 Employercontrbutions w136
 Actuarial (osses)/gains 43

Funded status at end of year (311) (243)
mpactofpensionassetceling 20)
Impactofminimum fundingrequirement a8 (33)

Netted pension liabilities (359) (296)

Other costs (9) (9)

Total post-employment benefit income/(expenses) (93) (121)

Discount rate 2.0% 1.8%
Rate of benefit increases 1.5% 1.1%
Life expectancy 65 year old men/women (in years) 21.2/235 21.3/23.2
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Key assumptions

The discount rate is based on the long-term yield on high quality (AA-rated) corporate bonds, taking into account the duration of
the projected pension liabilities of around 18 years. The corporate bond yield information is sourced from Bloomberg, taking into
account a minimum outstanding amount and other defined selection criteria. By applying curve-fitting procedures, a yield curve is
generated. Using the full yield curve, the discounted value of the expected future benefit payments is matched with the
comparable present value when using a single discount rate.

The conditional benefit increases are based on the (derived) Consumer Price Index. The assumed rate of benefit increases is based
on advice, published statistics, the pension plan's ambition level and the actual financial status of the pension fund.

Assumptions regarding the longevity outlook are based on advice, published statistics and experience per country. The applied
prospective longevity rates are derived from the Dutch mortality table 'AG prognosetafel 2018' taking into account experience rates
based on postal areas, as applied by the main fund.

Sensitivity analysis of the defined benefit obligation

The table below shows the sensitivity of the defined benefit obligation at year-end 2018 to deviations in key assumptions, with all
other assumptions held unchanged. The percentages presented exclude any impact from applying a liability ceiling, nor is the
impact on plan assets, asset ceiling and/or minimum funding requirement included. The sensitivity to life expectancy of +1/-1 year
is measured by assuming all plan participants 1 year younger/older. The percentages presented are prior to any effect of liability or
asset ceiling.

PostNL

Sensitivity defined benefit obligation
2018, as indicated

impact on

defined

%-change in benefit

assumptions obligation

Benefit obligation at end of year (in € millions) 8,607

Life expectancy men/women -lyr -4.1%
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3.5 Other provisions

r p
Accounting policies

Provisions are recognised when there is a present obligation as a result of a past event, making it probable that an outflow of
resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation. Provisions are measured at the present value of management’s best estimate of the expenditure
required to settle the present obligation on the balance sheet date. The discount rate used to determine the present value
reflects current market assessments of the time value of money and the risks specific to the liability. The gross-up of the
provision following the discounting of the provision is recorded in the income statement as interest expense.

PostNL recognises termination benefits when the company has committed to terminating the employment of current
employees according to a detailed formal plan without possibility of withdrawal or provides termination benefits as a result
of an offer made to encourage voluntary redundancy. Benefits falling due more than 12 months after the balance sheet date
are discounted to their present value.

Provisions for onerous contracts are recorded when the unavoidable costs of meeting the obligation under the contract
exceed the economic benefits expected to arise from that contract, taking into account impairment of fixed assets first.

-

The following table presents the changes in the short-term and long-term provisions.

PostNL

Other long-term and short-term provisions
2017-2018, in € millions

Other
employee
benefit Claims and

obligations  Restructuring indemnities Other Total
Non-current other provisions 13 1 6 3 23
Current other provisions 4 26 2 8 40
Balance at 31 Dec 2017 17 27 8 11 63
Transfers to liabilities related to assets held for sale (1) (8) 9)
Additions 4 7 3 3 17
Withdrawals (2) (18) (2) (1) (23)
Releases (4) (3) (1) (8)
Total changes 2 (15) 3) (7) (23)

Non-current other provisions 12 1 5 1 19
Current other provisions 7 11 3 21
Balance at 31 Dec 2018 19 12 5 4 40

The estimated utilisation of the other provisions in 2019 is €21 million, in 2020 €8 million, in 2021 €3 million and in 2022 and
thereafter €8 million.

The transfers to liabilities relating to assets held for sale of €9 million related to discontinued operations and represents the balance
asat 1 January 2018 (3 August 2018: €5 million). The net movement of €(4) million included additions of €5 million and
withdrawals of €9 million.

Other employee benefit obligations
As at 31 December 2018, the other employee benefit obligations related to jubilee benefits of €14 million and long term disability
benefits of €5 million.

Restructuring
The additions in restructuring provision of €7 million mainly relates to restructuring programmes whitin operations (€3 million), and
head office departments (€1 million).

The restructuring provisions are mainly related to the implementation of coding system and further centralization within
operations and the restructuring of our communication services department. The restructuring within head office departments
results from adjusting the employee base to the volume decline within Mail in the Netherlands and Parcels.
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The withdrawals of €18 million concerned severance payments under the cost saving programmes totaling €17 million related to
around 200 FTEs and payments for other initiatives totalling €1 million related to around 40 FTEs.

The release of €4 million mainly related to the cost saving programmes within operations and head office departments, resulting
from reduced redundancies due to increased attention on internal mobility and periodical reassessments of the expected cash
costs.

Claims and indemnities

The provision for claims and indemnities includes provisions for claims from third parties with respect to PostNL's ordinary business
activities, as well as indemnities and disputes related to business disposals. More detailed information relating to these provisions is
not provided, as such information could prejudice the company’s position with respect to these claims and indemnities.

Other
Other provisions consist of dilapidation costs in relation to restructurings and guarantees provided to third parties.

3.6 Investments in joint ventures and associates

( )
Accounting policies
An associate is an entity over which PostNL has significant influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not control or joint control over those policies.

Ajoint arrangement is an arrangement of which two or more parties have joint control. There are two types of joint
arrangements: joint operations and joint ventures. PostNL only participates in entities that can be considered as a joint
venture.

PostNL's share in the results of joint ventures and associates is included in the consolidated income statement using the
equity method. The carrying value of PostNL's share in joint ventures and associates includes goodwill on acquisition and
includes changes to reflect PostNL's share in net earnings of the respective companies, reduced by dividends received. When
PostNL's share of accumulated losses in a joint venture or associate exceeds its interest in the company, the book value of
the investment is reduced to zero and PostNL does not recognise further losses unless PostNL is bound by guarantees or
other undertakings in relation to the joint venture or associate.

For the accounting policy concerning impairments, reference is made to note 5.4.

\

The following table presents the changes in the carrying value of the investments in joint ventures and associates.

PostNL

Investments in joint ventures and associates
2017-2018, in € millions

2017 2018

Balance at 1 January 17 9
e ( 1) .........................
Transferstoassetsheldforsa\e(8)
o 5
Cap|ta|contr e S
Impa”memPostkantoren/Br s ( 9) .........................
e va\uethroug L ( 3) .........................
e ( 1) .........................

Balance at 31 December 9 3

As at 31 December 2018, the investments in joint ventures mainly related to the 50% interest in Postkantoren B.V, a joint venture
with ING Bank N.V, within Mail in the Netherlands. The investments in associates mainly related to minority shareholdings in
MyParcel.com and RoamlerCare, within Parcels. All joint ventures are private companies and there is no quoted market price
available for their shares.

The transfers to assets held for sale of €8 million related to discontinued operations and represents the balance as at 1 January
2018 (3 August 2018: €8 million). There were no material movements.
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In 2018, the additions of €2 million related to the acquisition of 30% of the shares of MyParcel.com and 30% of the shares of
RoamlerCare. MyParcel.com develops and sells package delivery software for webshops. The multilingual platform is intended for
international customers and gives access to multiple delivery services, including Spring. RoamlerCare offers online platforms where
people who need care can make contact with independent care providers, to plan the care, to share information and to express
wishes.

In 2017, Whistl replaced the PostNL guarantee of £32 million by a guarantee of an external party. The release of the guarantee was
accompanied by other shareholding relationship changes, that led to PostNL losing its significant influence on the investment. As a
result the investment in associate Whistl has been transferred to financial assets at fair value through OCI.

In 2017, Postkantoren B.V. completed the sale of its 100% subsidiary Bruna B.V. Completion was accompanied by a recapitalisation
of Bruna of €5 million, which was preceded by a recapitalisation of Postkantoren of €6 million. The impairment of
Postkantoren/Bruna of €9 million reflected the further deteriorated financial situation following the reduced performance of Bruna
during 2017 for €4 million and the write-down of the sale-related recapitalisation of Bruna for €5 million.

Management has assessed none of the investments in joint ventures and associates to be material to the company. On a 100%
basis, the profit/(loss) of allimmaterial investments in joint ventures amounted to €0 million (2017: €(3) million). The profit/(loss)
of all immaterial investments in associates amounted to €(1) million (2017: €4 million).

3.7 Deferred income tax assets and liabilities

4 )
Accounting policies

Deferred tax assets and liabilities arising from temporary differences between the carrying amounts of assets and liabilities

and the tax base of assets and liabilities are calculated using the substantively enacted tax rates expected to apply when they
are realised or settled. Deferred tax assets are recognised if it is probable that they will be realised. At the end of each

reporting period the amounts of deferred tax assets and the amounts of unrecognised deferred tax assets are reassessed.
Deferred tax assets and liabilities within the same tax group, where a legally enforceable right to offset exists, are presented

net in the balance sheet.

\

The following table shows the movements in deferred taxes in 2018:

PostNL

Statement of changes deferred taxes
2018, in € millions

Changes via
Net balance Changesvia other Net balance
31 December income  comprehensive Transfers to Other 31 December
2017 statement income held for sale changes 2018 Assets Liabilities
Provisions 25 10 (13) (1) 21 21
Intangible assets (27) (1) 4 (24) 2 26
Property, plant and equipment (30) 7 (23) 14 37
Losses carried forward 11 (1) (8) 4 6 6
Other 7 (4) (1) 53 55 55
Deferred tax
assets/liabilities (14) 11 (13) (6) 57 35 98 63
Offsetting (32) (32)
Net deferred taxes (14) 11 (13) (6) 57 35 66 31

Of the deferred tax assets at 31 December 2018, €8 million (2017: €2 million) is to be recovered within 12 months and €58 million
(2017: €27 million) after 12 months. Of the deferred tax liabilities at 31 December 2018, an amount of €20 million (2017: €8 million)
is to be settled within 12 months and an amount of €11 million (2017: €35 million) after 12 months.

The changes via other comprehensive income of €(13) million fully relate to taxes on OCI from pensions, of which €(3) million relate
to the impact of tax rate changes in the Netherlands.

The transfer to held for sale of €6 million related to discontinued operations and represents the balance as at 1 January 2018 (3
August 2018: €8 million). The net movement of €2 million included additions related mainly to losses carried forward of €2
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million. The other changes of €57 million represent mainly the Dutch tax credit potential upon realising (liquidation) losses in
connection with the sale of the Nexive and Postcon businesses (refer to note 3.8).

The total accumulated losses available for carry forward at 31 December 2018 amounted to €112 million (2017: €230 million). With
these losses carried forward, future tax benefits of €30 million could be recognised (2017: €67 million). Tax deductible losses give
rise to deferred tax assets at the statutory tax rate in the relevant country. Deferred tax assets are recognised if it is probable that
they will be realized. The probability of the realisation is impacted by uncertainties regarding the realisation of such benefits, for
example as a result of the expiration of tax losses carried forward and projected future taxable income.

As aresult PostNL has not recognised €24 million (2017: €56 million) of the potential future tax benefits and has recorded deferred
tax assets of €6 million at 31 December 2018 (2017: €11 million).

The expiration of total accumulated losses is as follows:
- 2019: €5 million,

- 2020: €5 million,

- 2021: €1 million,

- 2022: €5 million,

- 2023 and thereafter: €26 million, and

- Indefinite: €70 million.

The following table shows the movements in deferred taxes in 2017:

PostNL

Statement of changes deferred taxes
2017, in € millions

Changes via
Net balance Changesvia other Net balance
31 December income comprehensive  Acquisitionof 31 December
2016 statement income subsidiaries 2017 Assets Liabilities
Provisions 33 (8) 25 25
Intangible assets (19) (4) (4) (27) 1 28
Property, plant and equipment (23) 8) 1 (30) 16 46
Losses carried forward 9 2 11 11
Other 2) 9 7 10 3
Deferred tax assets/liabilities (2) 9) 0 3) (14) 63 77
Offsetting (34) (34)
Net deferred taxes (2) 9) 0 3) (14) 29 43
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3.8 Assets classified as held for sale

( )
Accounting policies
Non-current assets (or disposal groups) are classified as assets held for sale when their carrying amount is to be recovered
principally through a sale transaction and a sale is considered highly probable. They are stated at the lower of the carrying
amount and fair value less costs to sell. Assets held for sale are no longer amortised or depreciated from the date they are
classified as such. Accounting for assets classified as held for sale requires the use of assumptions and estimates. In line with
IFRS 5, management assessed compliance with these statements and the assumptions used in the fair value calculations as
well as the estimated costs to sell.

For the accounting policy concerning impairments, reference is made to note 5.4.

Discontinued operations

A disposal group qualifies as discontinued operation if it is a component of an entity that either has been disposed of, or is
classified as held for sale, and:

« represents a separate major line of business or geographical area of operations

« is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of operations, or
e is a subsidiary acquired exclusively with a view to resale.

Discontinued operations are excluded from the results of continuing operations and are presented as a single amount as
profit or loss after tax from discontinued operations in the income statement. The comparative figures of 2017 of the income
statement and the cash flow statement have been represented for the change to discontinued operations.

\

As at 31 December 2018, assets classified as held for sale amounted to €200 million (2017: €10 million) and related for €5 million to
buildings held for sale in the Netherlands (2017: €10 million) and for €195 million to Nexive and Postcon. The liabilities related to
assets classified as held for sale of €121 million related to Nexive and Postcon.

Nexive and Postcon
In line with PostNL's strategy to accelerate our transformation to become the logistics and postal solutions provider in the Benelux,

PostNL has decided to divest Nexive and Postcon. On 3 August 2018, the classification criteria of IFRS 5 Non-current Assets Held for
Sale and Discontinued Operations were met. Accordingly, as of Q3 2018, Nexive and Postcon are reported as ‘held for sale’ and the
results and cash flows are reported as ‘discontinued operations’. The divestment process is on track. We expect to make further
announcements before the summer of 2019.

The following table presents the financial performance and cash flow information of the discontinued operations for the years 2017
and 2018.

PostNL discontinued operations

Financial performance and cash flow
2017-2018, in € millions

2017 2018
Revenues 775 757
Expenses .......................................................................................................................................................................................... (806) ................ (798)
Operating income (31) (41)
B ntsmvs/assooat T 5
e .
Profit/(loss) after taxes (31) (35)
. Impa|rmen s ( - ) -
Profit/(loss) from discontinued operations (31) (94)

Net cash from financing activities 0 0

Changes in cash and cash equivalents (33) (52)

The fair value impairment of €(59) million includes a positive tax effect of €57 million (refer to note 3.7). The fair value
measurement is based on inputs not based on observable market data (level 3).
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Fair value represents the price that would be received when selling an asset in an orderly transaction between willing market
participants. Our valuations have initially been measured by using an income approach with the most critical inputs operating
income and discount rate. Those valuations are market-corroborated based on confirmatory non-binding indicative offers received.
In case the confirmatory non-binding indicative offers deviated from the value as calculated through the income approach,
management considered the reasons for deviations and made adjustments where deemed necessary.

By nature measuring fair value involves risk and uncertainty because the valuation is linked to future events and circumstances and
there are many factors that could cause actual results and developments to differ materially from the expectations as included in
the measurement.

The following table presents the carrying amounts of assets and liabilities (excluding equity and intercompany balances) at the
year ended 31 December 2018.

PostNL discontinued operations

Condensed balance sheet
2017-2018, in € millions

2018

Total non-current assets 7
. Trade acco Unts rece\vable ............................................................................................................................................................................................... 87
. Oth er C Urrentassers ....................................................................................................................................................................................................... 31
. CaSh a nd cashequ| Va‘ents .............................................................................................................................................................................................. 20

Total assets 195
P rowgons .................................................................................................................................................................................................................... 11
. Trade acco Unts pa uab ‘e ................................................................................................................................................................................................. 48
. Oth er C Urrent “a b|| mes ................................................................................................................................................................................................... 62

Total liabilities 121

The main part of the provisions of €11 million related to the unfunded defined benefit plan Trattamento di Fine Rapporto (TFR) of
€7 million in Italy (applying a discount rate of 1.6%).

The average number of employees working for the discontinued operations was 4,908 employees (2017: 5,298) with a comparable
number of FTEs of 4,256 FTEs (2017: 4,488).

As a specific contingent tax liability, at the end of December 2018 a tax dispute exists relating to the years 2012 and 2013 which
can be estimated, using a probability-weighted assessment, at €7 million. Although we believe that this risk is in the low possibility
range (20%-30%), supported by external advice, the outcome of the matter will depend upon the result of any negotiations with
the relevant tax authorities and the outcome of related litigation. Furthermore, it is uncertain whether comparable tax disputes will
arise for the years as from 2014 onwards.

Property plant and equipment

Property, plant and equipment included in assets held for sale relate to buildings in the Netherlands. The book profit from the sale
of buildings is included in other income in the consolidated income statement. The following table presents the movements of the
balance sheet positions during 2018 and 2017.

PostNL

Property, plant and equipment
2017-2018, in € millions
2017 2018

Balance at 1 January 4 10

Disposals
Impa|rments ............................................................................................................................................................................................ 0 ...................... 0
. Transfers t O/fmm pro p ertg p‘ am andequment ......................................................................................................................................... 14 ..................... 3
Balance at 31 December 10 5
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3.9 Commitments and contingencies

r N

Accounting policies

Commitments are probable obligations that arises from past events whose existence will only be confirmed by the
occurrence (or non-occurrence) of one or more probable future events.

Contingencies are possible obligations (contingent liabilities) or possible assets (contingent assets) that arise from past
events whose existence will only be confirmed by the occurrence (or non-occurrence) of one or more uncertain future
events, not wholly within the control of the entity.

\

PostNL

Off balance sheet commitments
2017-2018, in € millions

At 31 December 2017 2018
Rent and operating lease 153 133
Fma nce |ease ............................................................................................................................................................................................................... 39
Cap|ta|expend|ture ................................................................................................................................................................................. 37 .................... 20
Purchasecomm|tment5 .......................................................................................................................................................................... 74 123

As at 31 December 2017, rent and operating lease commitments included an amount of €17 million related to discontinued
operations. Further disclosure hereafter only relates to continuing operations.

As at 31 December 2018, €155 million of the commitments indicated above are of a short-term nature (2017: €155 million).

Rent and operational lease contracts

In 2018, operational lease expenses (including rental) in the consolidated income statement amounted to €67 million (2017:
€66 million). There were no significant individual lease contracts as at 31 December 2018. Future payments on non-cancellable
existing lease contracts mainly relating to real estate, computer equipment and other equipment are as follows:

PostNL

Repayment schedule rent/operational leases
2017-2018, in € millions

At 31 December 2017 2018
Less than 1 year 50 51
Between1andzgears ............................................................................................................................................................................ 33 .................... 34
Betweenzandg,gears ............................................................................................................................................................................ 23 .................... 22
Between3and4gear5 ............................................................................................................................................................................ 15 .................... 12
Between4and5gear5 .............................................................................................................................................................................. 6 ...................... 6
There aﬂer .............................................................................................................................................................................................. 9 ...................... 8
Total 136 133

Finance lease

As at 31 December 2018, commitments in connection with finance leases amounted to €39 million and are related to property,
plant and equipment under construction. The leases will commence in 2019 with repayments in 10 years. These commitments
primarily relate to the new sorting centres of Parcels.

Capital expenditure
As at 31 December 2018, commitments in connection with capital expenditure amounted to €20 million (2017: €37 million) and are
related to property, plant and equipment. These commitments primarily relate to the new sorting centres of Parcels.

Purchase commitments
As at 31 December 2018, PostNL had unconditional purchase commitments of €123 million (2017: €74 million), primarily related to
various service and maintenance contracts for information technology, security, salary registration and cleaning.

Contingent tax assets and liabilities
Multinational groups of the size of PostNL are exposed to varying degrees of uncertainty related to tax planning, regulatory reviews

PostNL Driving transition | 18 Financial statements 129



and audits. PostNL accounts for its (income) taxes on the basis of its own internal analyses, if needed, supported by external
advice. PostNL continually monitors its global tax position, and whenever uncertainties arise, assesses the potential consequences
and either records the receivable, discloses a contingent asset, accrues the liability or discloses a contingent liability in its financial
statements, depending on the strength of the company’s position and the resulting chance of income or risk of loss.

In this regard, a contingent tax asset exists around PostNL's Dutch VAT position. In Q4 2018, we started a discussion with the Dutch
tax authorities around the method to calculate our non-deductible VAT. These discussions have not been finalised to date. For the
year 2018 this can result in alower amount of non-deductible VAT of multiple millions.

Guarantees

As at 31 December 2018, PostNL, on behalf of its subsidiaries, had various parental and bank guarantees outstanding. However,
none resulted in an off-balance sheet commitment for the Group as the relating obligations to external parties have already been
recognised by these subsidiaries following their ordinary course of business.

Contingent legal liabilities

The company is involved in several legal proceedings relating to the normal conduct of its business, such as claims for loss of goods,
delays in delivery, trademark infringements, subcontracting and employment issues, and general liability. The majority of these
claims are for amounts below €1 million and are insured and/or provided for. PostNL does not expect any liability arising from any
of these legal proceedings to have a material impact. The company is also involved in regulatory proceedings. While it is not
feasible to predict or determine the ultimate outcome of these proceedings, the company is of the opinion that they may have an
impact on the company’s financial position, result of operations and cash flows going forward. The company has made provisions
for probable liabilities where deemed necessary and to the extent a reliable estimate of the future cash outflows can be made.

Separation agreement PostNL and TNT Express

Following the demerger of Express, PostNL and TNT Express entered into a separation agreement, which remained valid despite
the sale of the shares in TNT Express under the public offer by FedEx in May 2016. The separation agreement creates certain rights
and obligations for both PostNL and TNT Express after the demerger. Relevant aspects relate to pensions, litigation, such as claim
and litigation handling, non-allocated and non-anticipated claims and release of provisions.

Pursuant to the pension arrangements concluded between PostNL, TNT Express and the pension funds, PostNL provided a
subsidiary guarantee for TNT Express in the event of violation of contractual terms, irregularity of payments and bankruptcy. This
subsidiary guarantee only relates to pension benefits accrued under the existing pension plans (up to the date of the demerger)
and will comprise a liability that gradually decreases over time. In addition, PostNL has provided a guarantee for future TNT Express
pension payments, barring certain unforeseen circumstances. The guarantees of PostNL will only exist as long as the coverage ratio
of the TNT Express fund is below a certain level. If the coverage ratio rises above that level and remains above that level for three
consecutive quarters, the guarantees lapse.

As at 31 December 2018, no events had occurred that triggered disclosure of a significant contingent asset or liability following the
aforementioned agreement with TNT Express.

3.10 Segment information

Accounting policies

PostNL reports two operating segments: Parcels and Mail in the Netherlands and one other segment: PostNL Other.
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-makers. These chief operating decision-makers, who are responsible for allocating resources and assessing the
performance of the operating segments, have been identified as the Board of Management of PostNL that makes strategic
decisions. Transfer prices between operating segments are on an arm's length basis.

Balance sheet information
Areconciliation of the segment information relating to the balance sheet of the reportable segments is presented below. Segment
information relating to the income statement is reported in note 2.5.
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PostNL

Segmentation - balance sheet and capital expenditures

2018, in € millions
Asstes/liabilities

At 31 December 2018 Parcels MailinNL ~ PostNL Other held for sale Total
Intangible assets 72 112 28 212
Propertgplantandeqmpment ........................................................................................ 2 83 ................... 1 9516 ............................................ 494
Tradeaccountsrecewable ............................................................................................... 1 40 ................... 1 72 ...................... 1313
othercurrentassetssg ................... 68 .................. 2 61337
Total assets 566 554 383 195 1,698
Tradeaccountspagable ................................................................................................... 40 .................... 8224146
Othercurrent||ab|||t|es ................................................................................................... 1 5943221512
Total liabilities 299 723 506 121 1,649
Cashoutforcap|ta|expend|ture5523013 .............................................. 95

A reconciliation of the segment information relating to the balance sheet of the reportable segments as at 31 December 2017 is
presented below. The figures have been represented for adjusted segment reporting and the impact of the discontinued
operations.

PostNL

Segmentation - balance sheet and capital expenditures
2017, in € millions

Reconciliation

to the balance
At 31 December 2017 Parcels MailinNL  PostNL Other sheet Total
Intangible assets 68 103 24 62 257
Propertgplantandequmem .......................................................................................... 2 42 ................... 2 292019 ................... 5 10
Tradeacco Untsrecelvable ................................................................................................. 1 03 ................... 1 68 ...................... 2 ................... 1 13 ................... 3 86
orhercurrentassetsss .................... 71 ................... 6 32 ................... 1 09 ................... 8 67
Total assets 482 587 690 321 2,080
Tradeaccountspagable33 ................... 1 072951 ................... 2 20
Othercurrentnabmt.es ..................................................................................................... 1 54495 ................... 2 60 .................... 87 ................... 9 96
Total liabilities 266 842 784 151 2,043
Cashoutforcap|ta|expend|tures ......................................................................................... 44 ................... 4611 .......................................... 1 01

The segment information from a geographical perspective is derived as follows: the basis of allocation of assets and investments by
geographical area is the location of the assets.

PostNL

Geographical segmentation - assets
2017-2018, in € millions

At 31 December 2017 2018
Property, Property,
Intangible plantand  Financial fixed Intangible plantand Financial
assets equipment assets assets equipment fixed assets
The Netherlands 194 489 30 211 492 91
German95711 ...................... 9 .......................................................................
|ta|g .......................................................................................................... 5 ...................... 810 .......................................................................
RestOfEurope ............................................................................................ 1 ...................... 2 ...................... 1 ...................... 1 ...................... 2 ...................... 1
Europe 257 510 50 212 494 92
Restofthewond ...............................................................................................................................................................................................................
Total 257 510 50 212 494 92

In 2018, the assets of Germany and Italy mainly related to the discontinued operations, reported as assets held for sale and further
disclosed in note 3.8.
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Section 4: Capital structure and financing costs

r

This section sets out the Group’s capital structure and related (financing) costs.

We start by exploring our net asset / net debt position, the Group’s key measure used to evaluate total cash resources net of
the current outstanding debt. We next disclose how the Group manages its financial risks. PostNL'’s activities expose the
company to a variety of financial risks, such as market risks, credit risk and liquidity risk. PostNL's overall risk management
programme focuses on mitigating these risks, which arise in the normal course of business. We continue with a summary of
the Group's financial instruments.

We conclude this section with the disclosure of our equity structure, the individual components therein and an analysis of the
movements during the year.

Accounting policies

PostNL distinguishes the following categories of financial assets and liabilities:
- financial assets and financial liabilities at fair value through profit or loss,

- financial assets and financial liabilities measured at amortised costs,

- financial assets at fair value through other comprehensive income

Management determines the classification of PostNL's financial assets and liabilities at initial recognition.

Derivative financial instruments and hedge accounting

PostNL uses derivative financial instruments, such as forward currency contracts, interest rate swaps to hedge its foreign
currency risks and interest rate risks. Such derivative financial instruments are initially recognised at fair value on the date on
which a derivative contract is entered into and are subsequently remeasured at fair value.

For the purpose of hedge accounting, hedges are classified as:

- fair value hedges (hedges of the fair value of recognised assets and liabilities of a firm commitment);
- cash flow hedges (hedges of a particular risk associated with a recognised asset or liability or a highly probable forecasted
transaction).

At the inception of a hedge relationship, PostNL formally designates and documents the hedge relationship to which it wants
to apply hedge accounting and the risk management objective and strategy for undertaking the hedge. For all cash flow
hedges PostNL wants to apply hedge accounting.

Fair value hedges
The change in the fair value of a hedging instrument is recognised in the statement of profit or loss as financial income or
expense.

Cash flow hedges

The effective portion of the change in the fair value of the hedging instrument is recognised in OCl in the cash flow hedge
reserve, while any ineffective portion is recognised immediately in the statement of profit or loss. The cash flow hedge
reserve is adjusted to the lower of the cumulative gain or loss on the hedging instrument and the cumulative change in fair
value of the hedged item.

Amounts accumulated in OCl are recycled in the income statement in the periods when the hedged item will affect profit and
loss (for example, when the forecast sale that is hedged takes place). However, when the forecast transaction that is hedged
results in the recognition of a non-financial asset, the gains and losses previously deferred in equity are transferred from
equity and included in the initial measurement of the asset or liability.

When a hedging instrument expires or is sold, or when the hedge no longer meets the criteria for hedge accounting, any
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cumulative gains or losses existing in equity at that time remain in equity until the underlying transaction is ultimately
recognised in the income statement. When an underlying transaction is no longer expected to occur, the cumulative gains or
losses that were reported in equity are immediately transferred to the income statement.

Fair value measurement is based on the following fair value measurement hierarchy: 1) quoted prices (unadjusted) in active
markets, 2) inputs other than quoted prices that are observable either directly (prices) or indirectly (derived from quoted
prices), and 3) inputs not based on observable market data. Valuation techniques used include the use of recent arm’s-length
transactions, reference to other instruments that are substantially the same, statutory/management reports and discounted
cash flow analysis.

Financial assets and financial liabilities measured at amortised costs using the effective interest method
Afinancial asset is measured at amortised cost if both of the following conditions are met:

- the asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows; and
- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

All financial liabilities are measured at amortised cost, except for financial liabilities at fair value through profit or loss.
Financial liabilities are recognised initially at fair value net of transaction costs incurred and are subsequently stated at
amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption value is recognised in
the income statement over the period of the financial liability using the effective interest method.

Financial assets designated at fair value through other comprehensive income

PostNL's equity investments are classified as equity instruments designated at fair value through OCI. Gains and losses on
these financial assets are never recycled to profit or loss. Dividends are recognised as financial income in the statement of
profit or loss when the right of payment has been established, except when PostNL benefits from such proceeds as a
recovery of part of the cost of the financial asset, in which case, such gains are recorded in OCI. Equity instruments
designated at fair value through OCl are not subject to impairment assessment.

4.1 Net debt

As at 31 December 2018 net debt amounted to €149 million (2017: net cash of €27 million) and included the items disclosed
hereafter. The decrease of €176 million includes a movement related to discontinued operations of €72 million. The remaining
decrease of €104 million mainly resulted from negative net cash from operating and investing activities of €19 million, (interim)
dividend payments of €63 million and new finance leases of €23 million.

Other loans receivable
As at 31 December 2018, other loans receivable of €6 million (2017: €7 million) mainly include a lessor loan of €6 million relating to

the finance lease of a sorting machine by Bol.com. The expected credit loss amounts to €0 million.

Cash and cash equivalents

PostNL

Cash and cash equivalents
2017-2018, as indicated

Nominal Average Effective
At 31 December amount amount interest rate
Cash at bank and in hand 253
Bank deposits 100 120 (0.20%)
Money Market Funds 292 217 (0.33%)
Total cash and cash equivalents 2017 645
Cash at bank and in hand 137
Bank deposits 10 60 (0.35%)
Money Market Funds 122 203 (0.39%)
Total cash and cash equivalents 2018 269

As at 31 December 2018, included in cash and cash equivalents was €0 million (2017: €0 million) of restricted cash. The fair value of
cash and cash equivalents approximated the carrying value.
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Debt
As at 31 December 2018, debt consists of long-term debt of €420 million (2017: €400 million) and short-term debt of €4 million

(2017: €225 million).

PostNL

Total borrowings - maturity schedule
2018, in € millions

Financial

Eurobonds leases Otherloans Total

2019 3 1 4
2020 ............................................................................................................................................................................... 3 ............................................. 3
2021 ............................................................................................................................................................................... 3 ............................................. 3
Thereaﬂer ............................................................................................................................................. 3 98 .................... 16 ......................................... 414
Total borrowings 398 25 1 424
B OfWh|c h ‘ nd UdEd m |o ngter m de bt ....................................................................................................... 3 98 .................... 22 ......................................... 420
....... ofWhIChmdUdedehortterdebt314

The decrease in debt in 2018 is due to the redemption of our eurobond in August 2018. Refer to note 4.5 for more details on the
current outstanding eurobonds.

The non-cash changes in debt amounted to €21 million and related for €23 million to new finance leases.

4.2 Financial assets at fair value through OCI
The following table presents the changes in the carrying value of the financial assets at fair value through OCI.

PostNL

Financial assets at fair value through OCI
2017-2018, in € millions

Balance at 1 January 1 5

Transfer Whistl from investments in associates 3

Balance at 31 December 5 17

As at 31 December 2018, the investments in financial assets at fair value through OCl relate to investments in equity shares of
non-listed companies. PostNL holds non-controlling interests in Whistl Group Holdings Limited, Endeit Fund Il Codperatief U.A. and
Clean Clothes B.V. The assessment of fair value is based on key performance indicators included in related management and
statutory reports and derived from the expected development of business and financial performance and external valuation
insights, if available. In 2018, the fair value remeasurement of €11 million related to our stake in Whistl.

4.3 Capital management
Capital management is focused on the following components of the current capital structure:

- targeting a leverage ratio (adjusted net debt/EBITDA) not exceeding 2.0 (outcome 2018: 1.9);

- structural availability of €300 million to €400 million of undrawn committed facilities out of our revolving credit facility (reference
is made to note 4.4);

- structural funding via a combination of public and bank debt, with a risk-weighted mix of fixed and floating interest;

- cash pooling systems that ensure optimal cash requirements for the PostNL Group by facilitating centralised funding and surplus
cash concentration at group level;

- tax-optimal internal and external funding focused on optimising the cost of capital for PostNL, within boundaries that are
sustainable on a long-term basis.

4.4 Financial risk management

PostNL's activities expose the company to a variety of financial risks, such as interest rate risk, foreign currency exchange risk,
credit risk and liquidity risk. All these risks arise in the normal course of business and PostNL therefore uses various techniques and
financial derivatives to mitigate them.

The following analyses provides quantitative information regarding PostNL's exposure to the financial risks described above. There
are certain limitations and simplifications inherent in the analyses presented, primarily due to the assumption that rates change in
a parallel fashion and instantaneously. At the same time, for example, the impact of changes in interest on foreign exchange
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exposures and vice versa is ignored. In addition, the analyses are unable to reflect the complex market reactions that would
normally arise from the market shifts assumed.

PostNL uses derivative financial instruments solely for the purpose of hedging currency and interest exposures. The company
enters into contracts related to derivative financial instruments for periods commensurate with its underlying exposures and does
not take positions independent of these exposures. None of these financial instruments are leveraged or used for trading purposes
or to take speculative positions.

Financial risk management is carried out by Group Treasury under policies approved by the Board of Management. Group Treasury
identifies, evaluates and hedges financial risks and exposures in close cooperation with operating units. The Board of Management
provides written principles for overall risk management, as well as written policies covering the financial risks. Periodic reporting on
financial risks is embedded in the overall risk framework and is provided to the Board of Management in a structural way.

Group Treasury matches and manages the intragroup and external financial exposures. Although the company generally enters
into hedging arrangements and other contracts to reduce its exposures, these measures may be inadequate or may subject the
company to increased operating or financing costs.

Interest rate risk

PostNL identifies interest rate risk associated with its financial assets and borrowings. Virtually all debts are at fixed rates, an
increase in the rate will therefore not affect the cost base. As at 31 December 2018, PostNL’s gross interest-bearing borrowings,
including finance lease obligations, totalled €424 million (2017: €625 million), all at fixed interest rates. Financial assets are on
average of a short-term nature.

At 31 December 2018, if interest rates on borrowings and financial assets had been 1% higher with other variables held constant,
the profit before income tax would have been €3 million higher (2017: €6 million). The potential profit increase is entirely
attributable to interest income on the cash and cash equivalents. Equity would be positively affected by €3 million (2017:

€0 million), mainly due to the interest income on cash and cash equivalents.

Foreign currency exchange risk

PostNL has international operations that generate foreign currency exchange risks arising from future commercial transactions,
recognised assets and liabilities, investments and divestments in foreign currencies other than functional currencies of the
respective business units of PostNL, irrespective of whether it is the euro (PostNL's functional and reporting currency) or another
functional currency. For accounting purposes the European Central Bank is used as the source.

The main currencies of PostNL's external hedges are the British Pound, Hong Kong Dollar and US Dollar.

The Board of Management has set a policy requiring Group companies to manage their foreign exchange risk against the functional
currency. Group companies are required to hedge material exposures via the use of foreign exchange derivatives with Group
Treasury, whereby a financing company operated by Group Treasury trades these foreign exchange derivatives with external
banks. As at 31 December 2018, PostNL had no net investment hedges outstanding. Significant acquisitions and local debt are
usually funded in the currency of the underlying assets.

As at 31 December 2018, if the euro had weakened 10% against the British Pound, the Hong Kong Dollar and the US Dollar with all
other variables held constant, the profit before income taxes on the foreign exchange exposure on financial instruments would
have been €0 million lower/higher (2017: €0 million). In 2018, the net income sensitivity to movements in euro/pound sterling,
euro/HK dollar and euro/US dollar exchange rates is neglectable and did not change compared to 2017. Equity would have

been positively impacted by €4 million (2017: €8 million negative), all related to the move in the hedge reserve.

Credit risk

Credit risk represents the potential losses that the company would incur if counterparties are unable to fulfil the terms of underlying
agreements. Credit risk arises from cash and cash equivalents, derivatives and deposits with banks and financial institutions as well
as credit exposures relating to customers. The credit risk exposure is minimised by only transacting with financial institutions,
ensuring established credit guidelines are met and by managing its customer portfolio.

On the reporting date, there was no significant concentration of credit risk across the customer portfolio. The top 10 trade accounts
receivable accounted for 18% of outstanding trade receivables as at 31 December 2018.
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Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an adequate amount of
committed credit facilities and the ability to close out market positions. Due to the dynamic nature of the underlying businesses,
PostNL attempts to maintain flexibility in funding by keeping committed credit lines available. The terms and conditions of
PostNL's material long-term and short-term debts, as well as its material drawn or undrawn committed credit facilities do not
include any financial covenants. There are no obligations to accelerate repayments of these material debts and committed facilities
in the event of a credit rating downgrade. A downgrade in PostNL's credit rating may negatively affect its ability to obtain funds
from financial institutions and banks and increase its financing costs by increasing the interest rates on its outstanding debt or the
interest rates at which the company is able to refinance existing debt or incur new debt.

At 31 December 2018, the €400 million committed credit facility (maturity date: 10 April 2022) was undrawn (2017 undrawn).

The following table analyses PostNL's financial liabilities, categorising them into relevant maturity groupings based on the
remaining period on the balance sheet to the contractual maturity date. The outgoing flows disclosed in the table are the
contractual undiscounted cash flows that contain the redemptions and interest payments.

PostNL
Maturity liquidity risks
2017-2018, in € millions

Lessthan1 Between 1
At 31 December year and 3 years Thereafter Book value
Eurobonds 243 8 416 597

Other current liabilities 66 66
Total outgoing flows 983 10 416 911
....... |nterestrateandcr055currencgswaps|nc0m|ng239
....... Forelgnexmangecontractsmcommg215
Total mitigation via incoming flows 454
Total liquidity risk 2017 529 10 416 911

Other current liabilities 63 63
Total outgoing flows 423 14 429 633
....... |nterestrateandcrosscurrencgswapsmcommg0
....... Forelgnexmangecontractsmcommg206
Total mitigation via incoming flows 206
Total liquidity risk 2018 217 14 429 633
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4.5 Financial instruments
In line with IFRS 9 and IFRS 13, the following categories of financial assets and financial liabilities can be distinguished.

PostNL

Financial instruments - assets
2017-2018, in € millions

Financial

Input Derivatives assets at fair

information Loans and used for  value through
At 31 December Notes  level (IFRS13) receivables hedging ocl Total
Other loans receivable level 2 7 7
Other financial fixed assets level 3 5 5
Accounts receivable 311 level 2 436 436
Foreign exchange contracts level 2 2 2
Cash and cash equivalents 4.1 645 645
Total assets as per balance sheet 2017 1,088 2 5 1,095

Cash and cash equivalents 4.1 269 269

Total assets as per balance sheet 2018 600 3 17 620
1. Foreign exchange contracts are included in prepayments and accrued income in the statement of financial position.

Fair value represents the price that would be received when selling an asset in an orderly transaction between willing market
participants. For the recurring level 3 financial assets at fair value through OCI our valuations have historically been measured by
using an income approach with the most critical inputs operating income and discount rate. We applied the market approach as per
31 December 2018. This has resulted in an increase in fair value by €11 million, which has been accounted for through other
comprehensive income.

PostNL

Financial instruments - liabilities
2017-2018, in € millions

Financial
liabilities
Input measured at Derivatives
information amortised used for
At 31 December Notes  level (IFRS13) costs hedging Total
Long-term debt 4.1 level 1&2° 400 400
Trade accounts payable level 2* 220 220
Short-term debt 4.1 level 1&2° 199 26 225
Other current liabilities * 312 level 2 65 1 66
Total liabilities as per balance sheet 2017 884 27 911
Long-term debt 41 level 1&2° 420 420
Trade accounts payable level 2 146 146
Short-term debt 4.1 level2° 4 4
Other current liabilities ’ 312 level 2 62 1 63
Total liabilities as per balance sheet 2018 632 1 633

1. We consider the fair value equal to the book value as these items will be settled within short-term and therefore level 2.
2. Eurobonds level 1 and finance leases and derivatives level 2.
3. Other current liabilities include 'Payments from customers received in advance'for €52 million (2017: 44) and 'Other’ for €11 million (2017: 22), refer to note 3.1.2.

All financial instruments are reported on a gross basis per instrument. Netting of financial instruments per contractual counterparty
will not have a material impact on the outstanding balances.

PostNL Driving transition | 18 Financial statements 137


http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrAA&tnote=Notes
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrAA&tnote=3.1.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrAA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrAA&tnote=3.1.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrAA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrBA&tnote=Notes
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrBA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrBA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrBA&tnote=3.1.2
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrBA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrBA&tnote=4.1
http://advancedreportingtool.com/docs-protected/postnl/PostNL_AR2018/table-notes.php?tcode=31_FinInstrBA&tnote=3.1.2

Eurobonds
For the details on the outstanding eurobonds, see the table below.

PostNL

Outstanding eurobonds

2017-2018, in € millions
Costs/discount

tobe Hedge
At 31 December Nominal value amortised accounting  Carrying value Fair value
7.500% eurobond 2018 (£177 milli 223 0
1.000% eurobond 2024 400 2 No
Total outstanding eurobonds 2017 623 2 597
1ooo%eurobond20244oo ....................... 2 ................... NO ................... 3 98339
Total outstanding eurobonds 2018 400 2 398 389

Financial leases
For the details on the outstanding financial leases, see the table below.

PostNL

Outstanding financial leases
2017-2018, in € millions

Fixed/floating Hedge
At 31 December Nominal value interest accounting  Carrying value Fair value
Total outstanding financial leases 2017 2 fixed No 2 2
Total outstanding financial leases 2018 25 fixed No 25 25

Derivatives - Cross-currency swaps

As at 31 December 2018, PostNL does not have cross-currency swaps outstanding. At 31 December 2017 PostNL had £177/€223
million cross-currency swap outstanding to hedge the foreign exchange exposure on the matured £177 million eurobond. These
swaps matured in August 2018.

For the details on the outstanding cross-currency swaps, see the table below.

PostNL
Outstanding swaps
2017-2018, in € millions
Forward
At 31 December Nominal value Starting Currency Outstanding Pay Receive Hedge Fair value
Total cross-currency swaps
2017 223 No GBP/EUR Yes fixed fixed cash flow (26)

Total cross-currency swaps
2018

The fair value of the outstanding long-term cross-currency swaps is recorded as a liability in ‘short-term debt' and includes credit
and debit valuation adjustments.

Derivatives - Foreign currency exchange contracts
For the details on the outstanding foreign exchange contracts, see the table below.

PostNL

Outstanding foreign exchange contracts
2017-2018, in € millions

Amountin
At 31 December Carrying value Fairvalue  Nominalvalue Hedge equity
fair value/
Asset 2 2 135 cashflow 1
fair value/
Liability 1 1 80 cashflow 0
Foreign exchange contracts 2017
fair value/
Asset 3 3 154 cashflow 0
fair value/
Liability 1 1 52 cashflow 0

Foreign exchange contracts 2018
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The fair value of these outstanding foreign exchange hedges is recorded as a current asset in ‘prepayments and accrued income’ or
as a current liability in ‘total current borrowings’ and includes credit valuation adjustments.

In 2018, the total ineffective portion on all derivatives recognised in the income statement that arises from the use of fair value and
cash flow hedges amounted to €0 million (2017: €0 million).

4.6 Equity

( N
Accounting policies
Ordinary shares are classified as equity. Incremental costs directly attributable to the issuance of new shares or options are
shown in equity as a deduction, net of tax, from the proceeds.

Where any Group company purchases PostNL's equity share capital (treasury shares), the consideration paid, including any
directly attributable incremental costs (net of income taxes), is deducted from equity until the shares are cancelled, reissued
or disposed of. Where such shares are subsequently sold or reissued, any consideration received, net of any directly
attributable incremental transaction costs and the related income tax effects, are included in equity.

\_

Authorised share capital
Since 4 August 2011, the company's authorised share capital amounts to €120 million, divided into 750,000,000 ordinary shares
and 750,000,000 preference shares B, both of €0.08 nominal value each.

Form of shares

The ordinary shares are in bearer or registered form. Ordinary shares in bearer form are represented by a global note held by the
Dutch clearing system Euroclear Netherlands and are transferable through Euroclear Netherlands’ book entry system. Ordinary
shares in registered form are transferred by means of a deed of transfer and PostNL's written acknowledgement of the transfer.
PostNL does not have share certificates for ordinary shares represented by the global note. The preference shares B are in
registered form.

Issued share capital
At 31 December 2018, the company's issued share capital amounted to €38 million (2017: €36 million). The number of authorised,
issued and outstanding shares by class of share is as follows:

PostNL

Shares

2017-2018, number of shares
Before proposed appropriation of profit 2017 2018
Authorised by class

or d .nar u Shar es ................................................................................................................................................................... 750,000’000 ............ 750, 000’000

p refere nce sharess ............................................................................................................................................................. 750’000000 ............ 750, 000’000
Total authorised 1,500,000,000 1,500,000,000

Per 1 January of the reported year 442,805,079 453,530,195
|5sued for stOdeMdend .......................................................................................................................................................... 9920567 .............. 15, 165’5 35
ISSUEdUnde“tsmcemlvesmemes ............................................................................................................................................... 8 04549504’046

Per 31 December of the reported year 453,530,195 469,199,776

Preference shares B 0 0

Issuance/repurchase of shares to cover share plans

For all equity-settled and cash-settled share plans, PostNL intends to perform the settlement (or in case of cash-settled plans, fund
the settlement) by issuing new shares. As a result, the company issued 504,046 ordinary shares in 2018 (2017: 804,549 shares)
under its incentive schemes to 'Stichting Managementparticipatie PostNL' (Foundation Management Participation PostNL). The
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company did not purchase any ordinary shares in 2018 (2017: 0 shares) to cover its obligations under the existing share plans. At
31 December 2018, the total number of shares held for this purpose was nil (2017: 0 shares). The company also held no ordinary
shares for cancellation at 31 December 2018 (2017: 0 shares).

Incentive scheme and Foundation Management Participation PostNL

For administration and compliance purposes, since May 2013 all shares belonging to PostNL employees under PostNL incentive
schemes are held by Stichting Managementparticipatie PostNL (Foundation Management Participation PostNL) on an omnibus
securities account with ING Bank, the Netherlands. Foundation Management Participation PostNL legally owns the shares, while
the beneficial ownership of the shares is vested in the employees, who are also entitled to dividend received by Foundation
Management Participation PostNL on their behalf. At 31 December 2018, the number of PostNL shares involved amounted

t0 1,667,191 shares (2017: 1,625,690 shares) with a nominal value of €0.08 per share.

Foundation Continuity PostNL and preference shares B

Stichting Continuiteit PostNL (Foundation Continuity PostNL) was formed to safeguard the interests of PostNL, the undertaking
connected with PostNL and all parties involved. It does this by, among other things, preventing any influences that could threaten
PostNL's continuity, independence and identity, as far as possible. Foundation Continuity PostNL is an independent legal entity
and is not owned or controlled by PostNL or any other legal person.

PostNL's articles of association provide for protective preference shares B that can be issued to Foundation Continuity PostNL to
serve these interests. The preference shares B have a nominal value of €0.08 and have the same voting rights as PostNL's ordinary
shares.

PostNL and Foundation Continuity PostNL have entered into a call option agreement, which enables Foundation Continuity PostNL
to acquire a number of preference shares B not exceeding the total issued amount of shares minus one and minus any shares
already issued to Foundation Continuity PostNL. The call option agreement is meant as a preventive countermeasure against
influences that might threaten the continuity, independence and identity of the company. Preference shares B will be outstanding
no longer than is strictly necessary. At 31 December 2018 no preference shares B were issued.

Additional paid-in capital

At 31 December 2018, additional paid-in capital of €160 million (2017: €160 million) is fully exempt for Dutch tax purposes to the
extent that this has been paid in by shareholders of the company.
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Section 5: Other notes

~

This section includes the notes not explained elsewhere in the financial statements. We disclose the following items in the
following order:

- The components of the remuneration of the Supervisory Board, Board of Management and senior management.

- The related party transactions and balances from trading relationships with joint ventures and unconsolidated companies
in which PostNL holds minority stakes.

- Business combinations.

- A summary of all remaining accounting polices.

We conclude this section with a description of subsequent events, where we provide information received between 31
December 2018 and the date of this report about material events applicable for understanding our year-end position.

\-

5.1 Remuneration of Supervisory Board, Board of Management and senior management

(

Accounting policies

Equity-settled share-based compensation plans

PostNL operates a number of equity-settled share-based compensation plans, under which the employees receive
(conditional) shares of the Group for services rendered. The fair value of the employee services received, as measured at the
grant date, in exchange for the grant of the shares is recognised as an expense, with a corresponding increase in equity.

Non-market performance and service conditions are included in assumptions about the number of (conditional) shares that
are expected to vest. The total expense is recognised over the vesting period, which is the period over which all the specified
vesting conditions are to be satisfied. In addition, for some share-based compensation plans, employees provide services in
advance of the grant date and therefore the grant date fair value is estimated for the purposes of recognising the expense
between service commencement date and grant date. At the end of each reporting period, the Group revises its estimates of
the number of shares that are expected to vest based on the non-market vesting conditions. It recognises the impact of the
revision to original estimates, if any, in the income statement, with a corresponding adjustment to equity.
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Remuneration of members of the Supervisory Board

PostNL
Remuneration Supervisory Board
2017-2018,in€
Base compensation Meeting fees* Total remuneration
Mr J. Nooitgedagt 36,236 7,500 43,736
Mrjwa”age ....................................................................................................................................... 47,04710,500 ......................... 57’547
MrEB|0k ............................................................................................................................................ 40,00013,000 ......................... 53’000

Mr F.H. Révekamp 4,500 44,500

Total 2018 64,500 347,783

Total 2017 269,792 75,000 344,792
1. Payments of meeting fees relating to number of Supervisory Board committee meetings attended and number of meetings held.

The members of the Supervisory Board receive no compensation related to performance and/or equity and accrue no pension
rights with the company. The members of the Supervisory Board receive no severance payments in the event of termination.
PostNL does not grant loans, including mortgage loans, advance payments, guarantees and options or shares to any member of the
Supervisory Board.

Remuneration of members of the Board of Management

In 2018, the total remuneration of the Board of Management consisted of:
- base salary,

- variable remuneration,

- other periodic compensation, and

- pension costs.

PostNL
Remuneration Board of Management
2017-2018,in€
2017 2018
Former Former
Herna  member - Jan Herna Pim  member-Jan
Verhagen Bos Verhagen Berendsen Bos*
Fixed remuneration
BB Y e 625000 . 475000 . 625000  ..333819 197,917
Variable remuneration
Accrued for short-term incentive 70,313 53,438 93,750 50,073 29,687
Acarued for ong e etV e e 212688 123564 265803 .. 82127 ..86:259
Other periodic compensation® 199,123 146,914 196,006 77,039 129,198

10,606
453,668

Pension costs * 485

1,127,609

Total remuneration

1. Other periodic compensation include company costs related to tax and social security, pension allowances, study costs, company car and other compensation. Also in
2018, Jan Bos received a jubilee payment (25 years in service) of one month’s gross salary.

2. Pension costs represent the service costs of the defined benefit scheme.

3. Jan Bos stepped down as CFO of PostNL on 17 April 2018 and acted as advisor to the Board of Management until 1 June 2018. As advisor to the Board of Management, no
changes were made to his contractual arrangements.

Base salary

As adopted at the 2013 Annual General Meeting of Shareholders on 16 April 2013, the annual base salaries for members of the

Board of Management were set at €625,000 for the CEO, and €475,000 for the CFO.
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Accrued for short-term incentive

The short-term incentive represents a potential reward of 37.5% of the annual base salary which is based on challenging but
achievable annual targets. A target can only contribute to the short-term incentive payout if it is fully met, which means there is no
stretch and no threshold on the annual targets. This short-term incentive plan rewards with a yearly cash payment reflecting the
realised achievements of targets. The focus areas for the short-term incentive are in line with the current remuneration policy and
represent a multi-stakeholder approach, with 60% financial targets and 40% non-financial targets.

PostNL accounts for the short-term incentive on the basis of the performance of the year reported. In 2018, an amount of €173,510
was accrued for. In accordance with the remuneration policy, this amount will be paid in cash in 2019. In 2018, an amount of
€123,750 was paid to the members of the Board of Management in relation to the short-term incentive of 2017.

Accrued for long-term incentive
In 2018, the total share-based payment costs relating to the long-term incentive for the members of the Board of Management
amounted to €434,189 (2017:€338,252), which related to the performance share plan as shown below.

Performance share plan
The Board of Management is awarded a long-term incentive, which represents a potential reward of 37.5% of the annual base

salary in the form of a performance share plan that contains three-year internal targets. The performance share plan contains the
following characteristics:

- itis a conditional equity-settled share plan based on three-year internal targets,

- shares are conditionally allocated to the Board of Management from 2013 onwards,

- a conditional dividend equivalent is added to the conditional shares equal to the dividend rights of ordinary shares,

- the conditional shares and their conditional dividend equivalents will vest after a performance period of three years,

- vesting is subject to the extent to which the long-term targets supportive to the attainment of PostNL's strategy
have been achieved,

- if amember of the Board of Management leaves the company during the performance period due to circumstances involving
fraud or gross misbehaviour, any accrued rights on the long-term incentive plan will terminate and become void, and

- if amember of the Board of Management leaves the company due to other reasons, a pro rata performance and time-based
vesting applies, unless decided otherwise by the Supervisory board.

In compliance with the Dutch Corporate Governance Code, following a three-year performance period the retention period for
vested shares expires after two years or at termination of employment/service if this occurs earlier. For compliance reasons, a sale
of shares may not occur earlier than six months after termination of the employment/service. Any sale of shares for the purpose of
using the proceeds to pay for the tax due at vesting of these shares is exempted.

Settlement agreement Jan Bos
Jan Bos stepped down as CFO of PostNL on 17 april 2018 and acted as advisor to the Board of Management until 1 June 2018. No

changes were made to his contractual arrangements. No notice period and severance payment were applicable. Mr. Bos has a good
leaver status, whereby pro rate vesting of the LTI plans 2016-2018 and 2017-2019 have been applied regarding time and
performance. For his period of service in 2018 all regular remuneration elements have been applied time-based. Also the STI 2018
will be paid pro rata, based on actual performance over 2018, and will be payable in 2019 upon adoption of the 2018 annual
accounts by the general meeting of shareholders.
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PostNL

Performance share plan Board of Mana