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How to read this report

Management summary
Readers looking for the highlights of 2019 are advised to read
chapter 1 until 6, and the first pages of chapter 7 until 10.

Report of the Board of Management
The report of the Board of Management consists of the following
sections:
¢ Introduction
¢ Business Report
* Governance, excluding the chapters:
¢ Report of the Supervisory Board
¢ Remuneration Report

Forward-looking statements

This Annual Report contains forward-looking statements. Readers
should not put undue reliance on these statements. These
provide a snapshot on the publication date of this report. In
addition, future actual events, results and outcomes likely differ
from these statements made. Chapter ‘Non-financial statements,
section ‘Safeguarding report quality’ provides more information
on forward-looking statements.



Interview with Herna
Verhagen

Ataglance

Ouridentity

Interview with Herna Verhagen
Our operating context

A w N

How we create value
Our strategy
Customer value
Social value

O 00 N O Ul

Environmental value
10 Financial value

PostNL Annual Report 2019

How we create value

)]

12

22
28
34
44
54
62

11
12
13
14
15
16
17

18
19

Our strategy Financial value

Statement of the Board of Management
Report of the Supervisory Board
Corporate governance

Risk management

Remuneration report

Our tax policy and principles

PostNL on the capital markets

Financial statements
Non-financial statements

Other non-financial performance indicators
Data coverage table

Glossary and definitions

GRI Content Index

UN Global Compact reference table
Summary of key figures

70
72
78
90
99
110
112

117
213

244
245
246
251
256
257



PostNL Annual Report 2019



PostNL Annual Report 2019

At a glance
Our identity
Interview with Herna Verhagen

Our operating context

12



At a glance

Key figures (at year-end)

Letters delivered on an average Parcels delivered on Employees
day (in the Netherlands, incl. Sandd) an average day (in the Benelux) (including Sandd)

6.8 milion__y 0.9 million 46,303 5 s
It

4
"‘X [}
\ B

Total kilometres transported Around the world by Sorting centres
in the Benelux foot and bike (in the Netherlands) (25 parcel, 5 mail, 1 international)

(on average per calendar day)

> 1 million >1,000tin2es 31 .

o n D L R
@}é{;—oﬁa"' £ 0 =)

Letter boxes Retail locations Number of solar panels
(in the Netherlands) (in the Benelux) on our buildings
11,415 3,834 ..
R 3
Unique PostNL Online visits Active business
accounts to PostNL.nl customers on mypostnl.nl

5.3 million 481 miton /5,122

A
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Our identity

We are proud of the identity we have built during our long history. We
continue to work hard on our ambition to be the favourite deliverer

for customers across society.

Delivering parcels every day and mail five days a week, we remain
the indispensable link between senders and receivers, and the
connection between the physical and the digital world. Below we
outline four of the key elements of our Orange Compass, which help
Us on our journey to be the favourite deliverer.

We deliver special moments

We are continually evolving to remain relevant and innovative,
optimising our delivery processes and services to benefit our
customers. Yet what hasn't changed is our purpose: to deliver
special moments. While we operate in a world in which everything
and everyone is connected, we understand that every contact
moment is a valuable moment.

We deliver for everyone
We collect, we sort, we deliver. Fromthe delivery of mail and parcels
to helping customers with innovative digital solutions and services,

working together helps us realise our ambition of being everyone's
favourite deliverer.

PostNL Your favourite deliverer

We deliver special moments

We deliver for everyone

We enable you to easily send and
receive anything anywhere

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

We ensure that you can send and receive anything,
anywhere

We are the indispensable link between senders and receivers, and
the connection between the physical and digital world in the
Benelux and beyond. And we strive to do it in a more sustainable
way everyday.

We keep it simple, we work smarter,and we do it together
We make things easy and we keep it simple, while working smarter
tostayaheadofthe curve and continuallyimprove. And we achieve
this by working together with our customers and everyone who
works for or with us.

Orange Compass

Our Orange Compass, outlined in the table below, helps guide all
of us within PostNL on how to put the desired customer experience
first, supported by the right employee behaviour, working
environment and leadership.

Desired
customer
experience

Makes it
happen

Works
withme

Makes
me happy

Desired
employee
behaviour

Connectand
surprise

Do what we
promise

Stay one step
ahead

Optimal
work
environment

Look out for
one another

Smarter

Just deliver everyday

0000000000000 0000
L] L]

: Providing
. supportand
e guidance

Optimal
leadership

Making it
possible

Enabling
connections
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In 2019, PostNL celebrated its 220th anniversary. An important
milestone in our long-standing history of developing and
transforming into the company we are today. Our purpose is to
deliver special moments, and our ambition is to be “Your favourite
deliverer”. Both inspire us to keep working on our strategy to
become thelogistics and postal solutions provider in the Benelux,
while creating long-term value for our shareholders. In this
interview, Herna Verhagen reflects on the key developments of
2019 and her views on 2020.

"Out of the many special moments we had in 2019, | want to
highlight some key developments to provide an overview of the
past year. We set ourselves important targets to bend the trend in
four key priority areas: employee engagement, customer
satisfaction, profits and cash flow. | am proud not only of the
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tremendous efforts that our people demonstrated to come up with
smart, innovative ideas to help us achieve our objectives, but also
of their loyalty and engagement with the company. And | am
pleasedthatweimprovedonalmostallourtargetsduringthecourse
of the year. But we are not there yet.

We have completed the divestment of Postcon (Germany) in
October 2019 and announced the sale of our Nexive (ltaly) today.
We have trustinthe future of these entities, and these transactions
underpin our focus on the Benelux.

We continued to make good progress with our transformation, and
now more than half of our revenues are e-commerce related. We
presented an updated Parcels strategy during our Capital Markets
Day in May. Our main focusis to create more leverage from Parcels
in order to improve the balance between volumes, cash flow and
profitability.



3. Interview with Herna Verhagen

Through the acquisition of Sandd, we created a single, strong
nation-wide postal network in the Netherlands. The additional
volumes following the integration, and as a consequence the
synergiesthatwewillbeabletorealise, will create muchmorestable
profits and cash flow within our mail business. This contributes to
keeping mail accessible, reliable and affordable, and helps us to
create more job and income security. We rolled out the first phase
of our new equal-flow business model, the New mail route, during
the summer. This was an important prerequisite to be able to
integrate Sandd so quicklyin our network. Furthermore, this helped
us realising cost savings in 2019 and beyond.

And as we push the business forward, we continued to work on
becoming more digitaland datadriven. The expansion of our digital
connections with customers, such as through the PostNL app with
morethan 5.3 millionusers, isone example. Anotheris digitising our
customer-related processes, which will lead to greater customer
satisfaction and cost savings for the company. And we took real
steps towards reaching our sustainability targets, successfully
issuing a €300 million Green Bond that will help us become an
emission-free last-mile delivery service provider in the Benelux by
2030."

"We are proud that we achieved our group financial targets in 2019,
asitwasachallenging and dynamic year. Revenue grew by 2.6% to
€2,844 million and our UCOI of €176 million came in at the top-end
of our outlook range. This was a result of our strong focus on our
strategy, with a good performance in the last quarter.

The improvements we realised in our net working capital
contributedsignificantlytotheincrease of ournetcashflowin 2019
compared to 2018 by €188 million, and our cash conversion was
79%. In line with our dividend policy, we were able to declare an
interim dividend. As already disclosed, due to the acquisition of
Sandd our increased leverage ratio does not allow us to pay a final
dividend. We expect that we willbe able torestore ourleverage ratio
and recommence payment of dividend within 12 to 24 months of
the acquisition date, 22 October 2019.

Weachieveda3%increaseonUCOlatParcels, realising€121 million
compared to €117 million in 2018. While parcel volumes grew by
asignificant 12.4%, to 283 million parcels, this was beneath
expectations, impacting margins. This underpins why leveraging
more from our Parcels business, to capture growth as well as value
while reducing costs, is so important.

Mail in the Netherlands realised an UCOI of £76 million, 18% lower
thanin 2018 (€93 million). Efficiency gains during the year

contributed to cost savings of €48 million (2018: €48 million). And
to help us continue to save costs, we rolled out the New mail route.

Our employee engagement level stabilised in 2019 at 65%, an
extraordinary achievement considering the massive changes we
havemadeinouroperations. We sawanupwardtrendinthe second
half of the year, and we are continuing to work hard to increase our
engagement with employees to underpin our ambition to be your
favourite deliverer.

Quality levels at Parcels were slightly below target in the second
quarter, adversely impacting our customer satisfaction scores. Due
to our focus, however, we managed to improve quality levels after
the summer, and even managed to retain them during the
extremely busy peak season. While the share of highly satisfied
customers was 27% in 2019, we saw an increase during the year
from 26% to 28%, which gives me confidence that we are on the
right track.

At Mail in the Netherlands, we delivered 94% of consumer mail by
the next delivery day, while we are required to deliver 95%. The
decreaseinqualityoccurred mainlyinthe fourth quarter,whichwas
when we adjusted our sorting processes to accommodate Sandd's
mail volumes in our network. We also began receiving increasing
mail volumes from Sandd, while the employees needed to process
these volumes only started in early February 2020. The labour
market shortage remains an ongoing focus point.

While 2019 was an exceptional year, we will do everything possible
to improve the delivery quality figure in 2020."

"Overall, we saw a slowdown in the growth of e-commerce during
2019, with the domestic fashion and electronics segments in
particular growing at a slower pace.

Key elements in optimising our revenues are an updated pricing
strategy based on both size and weight, and a greater focus on
customer value through better insights. To better manage peaks,
we are working with customerstoreduce peak pressure involumes.
Atthe same time, we are changing our pricing policies, for example
by building in seasonality variables. Updating our pricing for large
parcelsisanexample of how we can create better balance between
revenues and cost, as the share of large parcels was increasing,
taking up a disproportionate amount of sorting and delivering
capacity.

Operationally, we are focusing on optimising our collection,
transport and network control to increase efficiency and reduce
costs. One example is the introduction of the small parcel sorting
centre (SPSC), which is designed to process parcels up to the size
of a shoebox. The SPSC will be fully operational in 2021 and will
processasignificant share of more volumesin our network. This will
have positive effect on our cost per parcel and is a highly efficient

PostNL Annual Report 2019



waytoincrease our capacity. Andwe are investinginour cross-dock
structure, where our trucks exchange parcels across the
Netherlands and Belgium, which will streamline the transport
process.

We will enhance our digital interaction with customers and
consumers to improve first-time right delivery and reduce time
spent per stop. At the same time, we are accelerating the
digitalisation of the customerjourneyand ourlogistic networks and
processes, using IT and data to help customers better tailor their
services to consumer wishes. These are crucial in order to provide
a seamless customer journey, create new delivery options, and
open up new markets.

Forotherlogistic solutions, our focus remains on the health market,
where we continued to develop new propositions and expand
existing concepts within the sector throughout the year. And we
continue to deliver and install a wide variety of goods and services
in the @Home market, and in 2019 opened our first dedicated
@Home centre in Rotterdam.

Of course, a growing market means a great deal of interest from
existing and new players, and we see industry competition that
remains high. And there will undoubtedly be changes to the e-
commerce market in the Netherlands in 2020, with Amazon set to
enter the domestic market. Together, these actions will help create
more leverage and long-term value for shareholders, while we stay
our customers' favourite deliverer.”

"The mail market is continuing to decline in the Netherlands, and
we saw volumes drop by around 10% in 2019, excluding Sandd
volumes. This, alongside substitution and regulation, is having a
profound impact on the structure of our Mail in the Netherlands
business. And our business performance reflects the transition we
arein.

Yet for all the talk about volume decline, there is stilla huge number
of customers sending mail in the Netherlands. In 2019, including
Sandd volumes, we delivered over 1.7 billion mail items, which is
around 6.8 million on an average delivery day. While digital
communications will continue to grow, physical mail continues to
catch people’s attention, and is always nearby and reliable. The
hand-writtenbirthday card, avoting card, your favourite magazines
and medical shipments: they're all delivered by PostNL, five days
a week, across the country.

And we are innovating for those customers and consumers that
continue to use physical mail, for example by investing strongly in
automation to help us increase delivery quality and efficiency. We
arealsoinvestinginthedigitalisation of both our network processes
and customer journeys. And we are continually fine-tuning our
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business to ensure mail remains an important part of their overall
communication mix. At the same time, we continued to focus
strongly on realising necessary cost savings, such as closing down
locations and rebalancing our workforce, to offset the effect of
volume decline.

We also introduced a new delivery model across our mail
operations,the Newmailroute. Thiswasamajorundertaking, which
involvedintroducing newwork schedulesforover 22,000 deliverers.
This 'equal flow' model removes the sorting and delivery peaks that
occurred previously, which will improve efficiency and is
fundamental for achieving future cost savings. For customers, it
means they now have their mail delivered over two consecutive
days instead of one. Which means they can better manage their
process flows, for example in the production of mailings.

And we welcomed Sandd to the PostNL family in October.
Throughoutourjourneyinrecentyearswehaveadvocatedstrongly
for consolidation in the mail market, explaining that it is vital if we
are to maintain an accessible, reliable and affordable mail service
in the Netherlands, while generating sustainable profits and cash
flow in the years to come."

"Combining the postal networks of PostNL and Sandd means mail
in the Netherlands will be delivered by a single, strong nation-wide
postal network, enablingitto be sentandreceived five days aweek.
The consolidationisalsothe best optionto protectjobsinthe postal
sector, and it will help cushion the decline of the postal market in
asocially responsible way.

| am proud to have welcomed over 4,300 new employees from
Sandd. This includes more than 300 employees working in sorting,
asdriversandinotherroles, who willbejoining PostNL either at Mail
in the Netherlands or Parcels. We will also continue to collaborate
with sheltered workplace companies, protecting 500 jobs for
employees who face challenges in the labour market. And all
employees who worked for Sandd until 1 February will continue to
have priority when applying for jobs at PostNL.

Of course, consolidation has many other benefits. Formany people
and organisations physical mail remains a vital and relevant way to
connect and to stay in touch with others. The integration of both
networks means addional volumes in our business and creating
economies of scale, which will contribute to more revenues and
lower costs. We expect to achieve the financial targets that we set
out earlier. We will see substantial synergies from combining the
networks into one network, and operational synergies that will
result from combining central functions and optimising the sorting
processes. Ultimately, one strong postal network is important to
generate sustainable cash flows in the years to come."
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"Ongoing digitalisation creates opportunities for us to increase
the value we add to customers and consumers. At Mail in the
Netherlands, we are able to add customer value by offering arange
of digital services, such as the stamp code and Mijn Post, through
our app.

At Parcels we introduced a number of new services based on our
use of IT and data. One of these is the pick-up receipt, which lets
receiving consumers generateabarcodeinthe PostNLappthatcan
be scanned by the retailer when collecting a parcel. This gives the
retailer information on as the parcel's weight, dimensions, and
the consumer's name and address, helping them locate the
package faster and reducing the consumer’s waiting time.

And we used artificial intelligence (Al) and data to help us more
accurately predict when asecond parcel delivery attemptwould be
successful. Based on these results, we have chosen to reroute
parcels directly to retail locations when the receiver is not at home
on the first delivery attempt. The change will create a number of
benefits, including receivers being able to collect their parcel one
day faster, lower logistics costs, and a drop in CO, emissions.”

"We take our responsibilities within society seriously, so
sustainability at PostNL covers a number of different areas. It is
about lowering our CO, emissions, which is why we have set
ourselves three ambitious goals. One is emission-free last-mile
delivery across the Benelux by 2030. Another is substantially
reducing our carbon emissions by 2030inline with the Paris climate
agreement. And before that, our goal is to achieve sustainable,
emission and air pollution-free logistics in 25 Dutch city centres by
2025. These goals are inspiring us to find new ways to innovate
sustainably. And it's these goals that inspired our decision to issue
a €300 million Green Bond in 2019. We will use the proceeds to
finance projects dedicated to decarbonising our fleet, increasing
the sustainability of our buildings and the use of renewable energy.

Sustainability is also about caring for everyone within society. This
is why we provide employment for people with a distance to the
labour market. And it's why we have made the commitment to
continue cooperatingwith 25 socialworkplacesfollowing the Sandd
acquisition, and continue to make use of our network to help
vulnerable people. It's important that we challenge ourselves and
our partners along the value chain to constantly do better and to
be more sustainable. These are some of the ways in which we try
to achieve this."

"There are a number of to-dos on our list for 2020. One of our first
priorities is to create more leverage within Parcels from continuing
volume growth. Therefore, we needto step up our initiatives, which
includes further implementing our pricing strategy, improving the
operational efficiency of our network and investing in smart parcel
sorting. This will enable our Parcels business to achieve a better
balance betweenvolume growth, profitability and sustainable cash
generation. And we adapt our planning in capacity investments to
current growth projections.

Another focus area is our ongoing strategy of offsetting volume
decline with cost savings and balanced pricing. For example,
realising the synergies from the Sandd integration, which will help
us achieve notable cost savings in 2020 and the years to come. We
will also further cut costs through the implementation of the next
phase of the New mail route, which has created a more flexible
model for mail collection, sorting and delivery.

We will also make more money available to invest in accelerating
digitalisation across the company, such as in platform integration
in our supply chain orimproving tracking of parcels in the app. This
helps us develop every aspect of the company, from smart logistics
enabling to move customers' goods quickly, efficiently and
sustainably, to optimising the customer experience. And to
automationinourmailoperationsthatincrease deliveryqualityand
efficiency.

Wewantto strengthen ouremployee engagementin 2020, helping
ourpeoplemaintainfunandenergyintheirjob. While ouremployee
engagement score remained stable in 2019, we are committed to
making improvements. For example, we continue to focus on
attracting the right people in a tight labour market to help create
sustainable operations. And we will work to make those employees
who joined from Sandd feel part of the PostNL family.

And, of course, we will concentrate on adding value for our
customers. Consumers are increasingly communicating with us on
the go,and our digitalisationis focused on making it easier for them
to send, receive or collect their mail and parcels when and where it
suitsthem. For e-tailers and web shops we will roll out sophisticated
newdeliveryoptions,anddevelopingmore complexandintegrated
fulfilment services. This will be supported by our operational
excellence, which is a pre-requisite for providing the high-quality
deliverythat directlyimpacts customer satisfactionrates. Together,
these priorities will help us achieve our ambitions in an innovative
and sustainable manner."
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"

Our focus in 2019 was on implementing our strategy to improve
our key targets: customer satisfaction, employee engagement,
profitabilityand cash flow.Itisafinelineand we are clearly not there
yet. We performed well on profitability and cash flow in 2019 and |
believe we are ontherighttrack. But we needtoremainvigilantand
focused to ensure we can make further improvements in 2020.
Finding a stable upward trend means accelerating digitalisation
across the company, investing in our networks, continue to focus
on cost savings and creating more leverage from volume growth to
improve margins and cash-flow.

But we can only achieve this with the continued support and
strength of our many stakeholders. Our customers, who trust us to
deliver on their behalf everyday across the Benelux. Our people,
who we want to be happy and motivated to do what is best for our
customers and consumers, while being proud to be part of PostNL.
Our shareholders and investors, who support us in our drive to
produce a healthy financial position and performance, while
creating long-term value. And our other partners, with whom we
work to contribute to a better society, which is connected, smart
and sustainable.

To each and every one of them, | would like to say thank you on
behalf of PostNL."

Kind regards

Herna Verhagen, CEO
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Our operating context

Ourpartnersinthevalue chain,competition, regulatory requirements
and trends influence the way we do business. We engage with
stakeholders, including shareholders, to determine the key material
topics we focus on to create long-term value.




Position and role in the value chain

With our broad range of services, we play an important role in the
logistic value chain. The way we develop our companyisinfluenced
bytherelationship with our partners,bothsuppliersand customers.
The infographic below visualises the role we play in the value chain,
including those services beyond our core business activities. This
section provides more information about the extent of our role in
the value chain.

Our broad range of products and services
Whileourcorebusinessactivitiesareto collect,sortand deliver mail,
parcels and other goods, we are transitioning to a full-service
logistics service provider. This means offering services beyond our
core activities. For example, we help senders place orders through
our own channels, and consumers find the right delivery option
when they order online. We also prepare shipments, such as

fulfillment services for customers, arranging everything from stock
management and order picking to collection and delivery services.
We provide receivers with multiple delivery options to give them
more flexibility during the logistics process, and help e-tailers offer
these options using our data-driven and digital services. And we
provide customers with return services as part of our business
model.

PostNL Our value chain

4. Our operating context

Main markets and customers

PostNL focuses on providing services in the Benelux. As the
designated universal service provider in the Netherlands, we are
alsoinvolved in the export and import of mail beyond the Benelux.
We offerimportandexport services for parcelsand mail,and logistic
solutions outside the Benelux through our Spring brand.

We help business customers send parcels, mail and other goods to
receiversinthe Benelux. From corporates to small businesses, from
physicalcompaniestoe-tailers,we serveawiderange of customers.
And we send and deliver parcels and mail for consumers in the
Benelux, while arranging logistic services for business customers
globally through Spring.

Main supplier categories and purchase markets

Almost half of our supplier costs go to transport-related services,
withtherestgoingtothose providing propertiesandfacilities, hiring
and advice, information and communication services; and human
resources. These suppliersare primarilylocatedinand operate from
the Benelux. For procurement of assets, such as vehicles and
company clothing, we also use suppliers directly involved in
sourcing and creating products. These suppliers are based both in
the Benelux and beyond.
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We will focus on
digital innovations,
enhancing customer
experience to stay
ahead of challengers.

PostNL is a large company and we take a pro-active approach
towards strengthening the logistic value chain. We collaborate with
arange of partners, including industry associations, public-private
initiatives, trade unions and several benchmarking institutes. This
collaboration is important to make progress on topics where we
depend on others to achieve our goals, such as sustainable
packaging.

Competitive landscape

We operate in a competitive environment. Developments in this
landscape influence market dynamics and may lead to a change
of focus on specific topics. This provides relevant input when
determining our key material topics. We face competition across
our mail, parcels and international markets. Below we outline how
we view this competition and our responses to it.

Ongoing market growth in our e-commerce markets continues to
drive a great deal of interest from existing and new players, with
industry competition remaining high. In addition, large
(inter)national e-tailers are beginning to enter the delivery
environment, choosing to fulfill part of the process themselves. We
maintain our market-leading position in the B2C segment by
providing high quality innovative services and solutions, and
favourable pricing. At the same time, we continue to strengthen our
positioninthe B2B segment, ensuring our services match orexceed
those in the market. Going forward, we will focus on digital
innovations, enhancing the customer experience, and competitive
pricing to stay ahead of challengers.

The competitive marketplace for physical mail is influenced by
regulation, and substitution due to digitalisation. PostNL is the
designated mail provider under the universal service obligation
(USP) in the Netherlands, which requires us to maintain country-
wide coverage and deliver on specific quality targets, which do not
apply to other postal companies. Other postal operators in the
market do continue to have access to our network.

The consolidation of PostNL and Sandd will help us secure
accessible and reliable postal services at affordable prices. We
continue to pro-actively engage with our stakeholders, including
the government, to shape the future of postal services. We also
continue toinvestin marketing the value of mail through marketing
campaigns and highlighting its benefits to customers.

E-commerce growth rates in the international market exceeded
domestic growthratesin 2019, signalling the speed of the market's
development. We continue to face challenging competition within
the cross-border arena. In 2019 we reduced our dependence on
the Asianmarket, creating more balance between Asiaand Europe.
Going forward, we see that data is becoming increasingly
important. We are already including some data with packages sent
internationally, and this will increase as requirements change. We
will adapt to changing regulations and developments within the
international environment.

Regulatory environment

The Dutch postal market has changed fundamentally over the past
years. Dutch mail volumes have decreased by more than half since
2005 and the decline will continue. Below we discuss the impact
regulation is having on the postal sector in which we operate.

On 9 April 2019 the Ministry of Economic Affairs and Climate
published its proposed amendments to the (public) consultation
on the review of the Dutch Postal Law 2009. The amendments aim
at keeping nationwide mail delivery affordable and reliable against
the backdrop of a changing market.

On 3 June 2019 we submitted our response to the public
consultation of the review. The ministry submitted the proposed
amendments to the Council of State (Raad van State) for advice. It
is expected that the Postal Law will be discussed in Parliament in
2020.

On 24 December 2018, the Authority for Consumers and Markets
(ACM) published a new draft Significant Market Power (SMP)
decision after its former SMP decision was annulled by the Trade
and Industry Appeals Tribunal (CBb). PostNL submitted its opinion
onthedrafton 14 February 2019. No SMP decision has been taken
so far.

On 25 February 2019 PostNL and Sandd announced they had
reached an agreement to merge, and PostNL consequently
submitted a merger notification to the ACM.

PostNL Annual Report 2019



The ACM concluded on 1 April 2019 that a further examination was
required in order to obtain a licence. This second phase
investigation was initiated on 4 April when PostNL filed the licence
application.

After the ACM concluded on 5 September 2019 that it could not
clear the intended merger, PostNL applied for a licence with the
Minister of Economic Affairs. The Dutch competition act provides
apossibilityforthe Minister of Economic Affairsand Climate to grant
alicense after arefusal of the Competition Authority based on
strong considerations of common interest.

On 27 September 2019, the State Secretary of Economic Affairsand
Climate, to whom the competence has been delegated, eventually
cleared the merger between PostNL and Sandd by granting a
license. This approval is under the condition that PostNL will
continue to provide access to other postal operators and adheres
to its commitments on re-employment. Furthermore, PostNL is
subjectedtoa9%rate of return ceiling concerning its mail activities
(both USO and non-US0O). These conditions will be supervised by
the ACM.

On 19 February 2019, PostNL announced it has decided to stop
contracting and will start working with temporary workers at parcel
sorting centres. PostNL is committed to equal pay for all parcel
sorters and wants to provide clarity in the social discussion on
contracting. The wages of temporary workers will be based on
PostNL's collective labour agreement (CLA).

On8March2019,the FNVtrade uniontook PostNLto courtclaiming
that a group of parcel sorters contracted through staffing agency
InPerson were hired by PostNL, not contracted. On 7 May 2019,
the court agreed with the FNV and held PostNL liable for the
paymentofoutstandingwages.PostNLheldthe contracting parties
responsible for the subsequent payment. PostNL will appeal the
court's decision.

In July 2019, PostNL received the official audit report for the
qualification of system supervisionby the Human Environmentand
Transport Inspectorate (ILT). ILT supervises the requirements for
safetransport,including dangerous goods,and working conditions.
These working conditions are related to working hours and
regulations in loading. The audit report shows that our
management system works well, meaning PostNL qualifies for
system supervision by the ILT. This system supervision is a lighter
audit for companies which have demonstrated business systems
and control measures that manage and ensure compliance with
legislation and regulations.
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As a consequence of the newly adopted EU directives amending
value added tax (VAT) obligations for supplies of services and the
distance sales of goods, the existing VAT exemption for the
importation oflow-value smallconsignments willbe removedas per
2021. Additionally, the implementation of EU customs rules on
safety and security leads to an obligation to provide content data
onall parcels and packages in advance as per Q2 2021. These
changes will have an operational and IT impact on both customs
authorities and PostNL. Discussions with national authorities and
the European Commission on the operational and cost impact are
ongoing.

The European Commission is in the process of reviewing the EU
Postal regulation, consisting of the postal services directive (2008)
and the cross-border parcel delivery regulation (2018). The
European Regulator Group Post believes greater

competition regulation will lead to a fairer and more effective
market. PostNLand the other EU postal operators support the legal
obligation to provide a (flexible) universal postal service but see no
need for specific market regulation. A legislative proposal is not
expected from the European Commission before 2021.

At the Extraordinary Congress of the UPU in September 2019 in
Geneva,itwasagreedthatmembercountrieswillbe abletosettheir
own rates for small packages from 2021, with a transition period
applied capping the maximum yearly increases until 2025. The
transition period does not apply to the United States allowing them
to apply self-declared rates as of July 2020 (on a reciprocal basis).
The consequence of this outcome will be increased revenues for
PostNL for e-commerce flows to the Netherlands that originate
from Asia. However, the costs for the delivery of e-commerce items
from the Netherlands to the rest of the world will also increase .
Overall, PostNL expects the balance to be positive.

The United Kingdom (UK) formally left the European Union (EU)
on 31 January 2020 with a withdrawal agreement, and moved into
a transition period that is scheduled to end on 31 December 2020.
During this transition period the UK will effectively remain in the
EU's customsunionandsingle market awaiting apossible final deal.
Asaresult, during this transition period nomajorimpactis expected
onthe flows of mail and e-commerce to and from the UK. Although
the future trade agreement after the transition period will have little
impact on the exchange of mail between the EU and the UK, there
is expected to be animpact on e-commerce flows. The extent of
this impact will depend on the outcome of the trade negotiations,
asthiswillguide customspoliciesandthereforethe ease of shipping
goods between the two regions. PostNL will continue to closely
monitor developments regarding the negotiations for the new EU-
UK trade agreement, and will prepare accordingly.
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Mega and market trends

We have identified a number of mega and market trends that are
shaping the lives of our customers and impacting our strategy.
These trends, and the impact they will have on our business, are
detailed below.

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

« Urbanisation
» Aging population
« Climate change

Urbanisation is leading to a concentration of people living in cities,
whichincreasesthedemandonlogisticsand putspressureonurban
infrastructure. Atthe sametime, the populationis aging and people
are living longer at home. With elderly people becoming more
reliant on healthcare, there is a shift towards health provision at
home, which requires a range of (new) logistic solutions.

Another key issue facing society is climate change, with transport
playingasignificantroleintheemission of greenhouse gases (GHG)
and negatively impacting 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.

We have also identified six key market trends that are shaping the
needs of our customers and impact our strategy:

» Growthin e-commerce

« Consumerin control

» Digitalisation

« Automation and robotisation
« Tight logistic labour market

» Sustainable logistics

The continued move fromofflinetoonlineisleading torapid growth
in e-commerce, with people increasingly making their purchases
online. As well as solid domestic e-commerce growth, we see a
strong increase in the cross-border e-commerce market. Analysts
are forecasting strong annual growth in the global e-commerce
market in the coming two to three years.

We are leveraging on these developments to cement our position
as the leading e-commerce logistics player in the Benelux, by
expanding ourdelivery optionsandincreasing the number ofvalue-
added services we offer. At the same time, we believe our

comprehensive networks and coverage across the Benelux enable
markets, such as food and health, to grow online. We also see a

growing number of peak moments, such as Easter, Black Friday and
Cyber Monday, and the annual payment of the holiday allowance.
To deal with these developments, we are investing in our networks,
increasing flexibility and working with sector partners to launch

campaigns designed to spread peak demand over a wider period.

One oftheimpacts of digital change is that consumers increasingly
expect to see the physical world replicated in the digital world. To
satisfy consumer expectations, companies have to go beyond
standard last-mile delivery solutions and provide new services.
Consumers want to see services traditionally offered at retail
locations, such as the sale of stamps or returns solutions, available
online, either through our app or website. And they want to be able
to update their preferences on the go, using mobile channels to
change the time or location of parcel deliveries. For PostNL, this
means developing services that connect the digital and physical,
so that digital transactions result in seamless physical deliveries.

Another key market trend is digitalisation. A range of digital
alternatives for mail, such as electronic invoicing, social media or
otherdigitalmarketingservices, contribute todeclining mailmarket
volumes. At the same time, ongoing digitalisation creates
opportunities for us to increase the value we add to customers and
consumers, both within Parcels and Mail in the Netherlands. In our
Parcels segment, the use of IT and data enables us to help
customers better tailor their services to consumer wishes, such as
automatic programming interfaces (APIs) and multiple delivery
time-frame options. And in our Mail segment, we are adding
customervalue by offering arange of digital services, such as digital
marketing, the stamp code and Mijn Post through our app.

Rapid developments in technology impacts the way businesses
operate. Current and future trends that will impact our sector
include the use of data, which willhelp logistics companies manage
demand peaks, provide insights into supply and demand forecasts,
and help with route optimisation. Digitalisation will also lead to
smoother ordering and better payment and delivery processes,
creatingamore efficient supply chain. We are using technologyand
data to change the way we run the company and provide our
services.

Automation is impacting the logistics industry, with collaborative
robotics set to increase accuracy and efficiency within the supply
chain. Driven by rapid technological change and greater
affordability, robotisation will boost logistics and productivity while
supporting 24-hour processes. Robots will adopt complementary
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roles in the value chain, assisting workers with planning, fulfilment
and last-mile deliveries.

The rise of e-commerce requires logistic service providers to
operate faster and more efficiently to rapidly process all individual
orders. Automation plays an essential role in this dynamic
environment. With the majority of logistic solutions still being
operated manually, the potential forautomatisationis high. We use
automation androbotisationinanumber of areas, including within
our automatic fulfilment services and robotic process automation
(RPA) in our administration. As the technology becomes faster,
more accurate and more affordable, automation will play an even
greaterrole in our industry in the years to come.

Tight logistic labour market

Inourhighvolume, growing logistics business, effective staffingand
planning is a key success factor. In 2019 the continuing low
unemployment rate, driven by strong economic growth and an
expanding e-commerce sector, made it challenging to fill company
vacancies and retain people. Given the strong economic growth
predictions, we expect the labour market squeeze to continue. Our
commitment remains on retaining people who are well trained,
passionate, and who want to make a difference for our customers,
by offering training, mentoring and development opportunities.

Sustainable logistics

Sustainability is playing a key role in the way society is changing
and the way companies operate. Many are increasingly focusing
onthelongertermimpactoftheirbusinesses.PostNLisnodifferent.
Wetake ourresponsibilities seriouslyandare concentratingonhow
we can create a more sustainable company while addressing the
wishes of our stakeholders. For example, we are increasingly using
low- and zero-emission vehicles, and building very energy efficient
sorting and delivery centres. And we have set ourselves ambitious
environmental goals for 2025 and 2030, which will result in
fundamental changes to the company.
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Stakeholder dialogue:
pragmatic and useful

The annual dialogue session that PostNL
holds with stakeholders took place on

3 October. Jeroen Cox, Senior Manager
Energy and Environment, was present on
behalf of KPN. "By talking to each other, we
can learn from different areas."

Circular economy

“PostNL is animportant link in the delivery
of our products at KPN," says Jeroen. “We
want toimprove ourimpact along the value
chain and PostNL is an important partner
in this for us, for example in the field of the
circular economy. By this we mean using
less material, using products for longer and
preventing waste. That's why it was so
interesting to participate in the dialogue
about improving our joint impact on return
flows. The collaboration is also laid down

in the circular manifesto that PostNL and
KPN have signed together."

Common interest

Othertopicsinwhich KPN and PostNL have
a common interest are city logistics and
packaging. “We would like to reduce the
impact of our packaging and PostNL is
workinghardonthat. We canalsojoinforces
inmaking our fleets more sustainable. | find
it useful that PostNL engages in an annual
dialogue with stakeholders on these types
of topics. | also appreciated the pragmatic
approach, withanumberof goodideas, that
we will continue to work on in the coming
months.”
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Stakeholderengagementand materiality

We engage with our stakeholders in different ways, on different
levels and on different topics to better understand their interests
andthe way our activities affect their decision making process. This
helps us understand which topics are most material, or are of
greatestsignificance, tostakeholders sothat we canprioritise these
in our Materiality matrix. Our main stakeholder groups are
summarised below and we then outline our materiality process. A
more detailed overview of the stakeholder engagement process is
included in the chapter 'Non-financial statements'.

Itis vital that we generate sustainable cash flow, enabling us to
achieve profitable growth across our operations and create value
for ourinvestors and the company. We hold many discussions and
feedback sessions with shareholders and investors, including at
roadshows and conferences, as well as strategy updates, the
publication of our financial results, and during workshops.
Discussions cover a variety of topics related to our business drivers
and financial performance, including how we create value, our
strategy, our investment proposition, and our short- and long-term
outlook.

We identify two types of customers who make use of our logistic
services. Thefirstare 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, reliable, affordable,
flexible and they increasingly expect to be in control. Within both
typesof customerswe also distinguish sendersandreceivers. Inour
discussions with customers, we take the sending or receiving
perspectiveinto consideration. Ourambitionistobe our customers'
favourite deliverer.

PostNL s alarge employer and a people company. Our people and
those who work for us through partners play an essential role in
providing our logistic services. We discuss a broad range of topics
with our employees, from the moment they start working for us
through to the moment they retire or leave the company. This
includes training and development opportunities, improvements
to our processes and systems, gathering feedback on the work
environment, and discussions on how we can improve as an
employer.

We also collaborate closely with trade unions and the works council
to discuss working conditions. We want to provide everyone with
asafe working environment, where people feel at home, respected
and enjoy a culture that stimulates innovation, diversity, new ways
of working and opportunities. And we hold discussion sessions with
ourdelivery partners, where weelicit theirideas and opinions about
our collaboration together and what we can do to strengthen our
partnership.

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, city logistics.
Internationally, we engage on customs requirements and taxation
with government bodies of the various countries.

Local communities are important as we are visible in every street
in the Netherlands, impacting the perception of the general public
by our behaviour and activities. Media, academic institutions and
researchinstitutions publish views onthe company and the market
inwhichwe operate.NGOslook at PostNL for different perspectives,
such as Human Rights and environmental impact. We engage with
these various stakeholders on a number of topics, including
business activities, market trends, environmental issues and social
issues.

Suppliers and other business partners form an important
stakeholder group, helping us as we work to execute our strategy.
This includes delivery partners, employment agencies, suppliers
of IT services, goods, vehicles, and retail shops, as well as other
organisations from which we purchase services. Relevant topics
of discussion with business partners include business ethics,
responsible procurement practises and privacy.
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“ For the Annual

Report we focus our
disclosures on those
topics deemed most

material. ,,

Materiality

PostNL considers all discussion topics with stakeholders relevant.

For the Annual Report we focus our disclosures on those topics
deemed most material. To identify what is most material, we first
carry out a materiality analysis to prioritise the topics we have
identified, and then rank them based on two dimensions.

« Dimension one is what is most important to our stakeholders,

influencing their assessments and decisions. This is the vertical

axis on the Materiality matrix.

» Dimension two is the significance of the societal impact of
PostNL with the topic. This is the horizontal axis on the
Materiality matrix.

PostNL Materiality matrix

4. Our operating context

Alltopics inthe Materiality matrix lead to direct or indirect financial
impact. We categorised all topics in five domains based on the
primary impact domain. The domains relate to different sections
in the Business Report and Governance section of this report. The
categorisation in the five domains are presented in the Materiality
matrix below.

Topics ranked in the upper right-hand section of the Materiality
matrix represent the key material topics for the company. These
eight topics best reflect where PostNL creates long-term value.

Allothertopicsinthe matrixremainimportant and often contribute
to the value created with our key material topics. In order to
positively contribute to the material topics of our stakeholders,
while optimising our impact on society, we use the key material
topics as input for our value creation model. A more detailed
description of our stakeholder engagement and materiality
analysis is included in the paragraph Reporting criteria in the
chapter 'Non-financial statements'.

<
D
2=

Customer
Social
Environment
Financial
Governance

Digitalisation —@

Circulair economy —@

Importance for stakeholders

Waste management —@

Water availability —@

Low

Quality of services —@

Product and process innovation —@
IT transformation —@
Air pollution —@

Business ethics and privacy —@

Responsible supply chain —@

Energy efficiency —@
Human Rights —@

Return on invested capital —@

Customer experience —@

Financial performance and position —@
@— Engaged people
Emission-free delivery —@
@— E-commerce growth
@— Sustainable city logistics

Accessible and reliable postal services —@
Manage declining mail volumes —@
@— Health and safety
@~ Provide real time information
@— Diversity and inclusion

@— Fairtaxation .
@— Attract and retain people
@— Security

@— Labour conditions

@— Living wages

Solid credit rating —@

Low Significance of PostNL's societal impact High
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How we create value
Our strategy
Customer value
Social value
Environmental value

Financial value
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How we create value

Our value creation model illustrates our process of achieving long-
term value for our customers and investors, our people, society and
the company by providing logisticand postal services. We use ourkey
material topics as input to connect our long-term impact with the UN
Sustainable Development Goals.




Key material topics

We have evaluated our operating context and how it influences
those topics that enable us to create value for society, including
shareholders and stakeholders. From this, we defined eight key
material topics for 2019.

Becauseeverythingwedohaseitherdirectorindirect short-orlong-
term impact on our financial value, for each key material topic we
developed performance indicators to measure progress on the
outcomes of our value creation model.

From the eight key material topics, we have identified three that
arevitalif we aretorealise our strategic objectivesin the short term:
Customerexperience, Engaged people, and Financial performance
and position. The other five topics remain essential for our long-
term value creation and support our main three topics.

We strive to better understand what our customers want, and work
to improve the customer experience. Steps taken to achieve this
include investing in network capacity as well as developing
innovative new products and services. At the same time, we want
to create simple and convenient customer interaction, and lead
through business model innovations.

A positive working environment for everyone who works for or with
usisaprerequisiteif wewanttoengage with our people. Thismeans
ensuring there is fair compensation and respect and equal
treatmentforall. Attractingandretaining therightpeople, providing
a safe place to work, by providing learning opportunities and
ensuring people feel at home at PostNL, are also important drivers
for our people's engagement.

Not only are engaged people happier, they also benefit the
company. They are committed to their work ('l love my job') and
the goals and values of the company ('l love my company’). And
engaged people canincreaseinnovation, productivity and bottom-
line performance while reducing costs related to hiring and
retention in tight labour markets and highly competitive talent
markets.

Executing our strategy will help us generate sustainable cash flow,
enabling us to achieve profitable growth across our operations and
create value for our investors and the company. This value has a
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number of dimensions, including revenues, margins, profits, cost
efficiency, cash flow, equity, debt and taxes.

We have set ourselves the goal of providing emission-free last-mile
delivery across the Benelux by 2030, which requires working to
make each kilometre we travel as efficient and sustainable as
possible from today. This means investing in our business model
and fleet, for example by introducing electric vehicles, energy-
neutral sorting centres or e-bike delivery.

We are helping shape the e-commerce marketas we transforminto
alogistics e-commerce company. By introducing quickerand more
efficient delivery options for e-tailers and consumers, expanding
our online services, and broadening our retail network, we make it
easier for all of our customers to send and return parcels.

We are working hard to introduce effective cost-efficiency
measuresinour mailbusinessmodelto generate asustainable cash
flow, such as improving flexibility of costs, investing in next-
generation sorting machines and through the introduction of the
New mail route. Together, these measures are aimed at helping us
manage declining mail volumes.

Providingaccessibleandreliable postal servicesinvolves being able
to collect, sort and deliver physical mail, at the quality levels
expected and demanded, five days a week. It also means ensuring
easy access to PostNL post boxes and retail locations. We believe
that consolidation is vital to maintain accessible and reliable postal
services, which is why the Sandd integration is such an important
step forward.

Logistics in the Benelux and in cities are changing, impacting
livability and air quality. To accommodate future growth in
collectionanddeliveryincitiesrequireschangestocurrentbusiness
models. Wework togetherwitharange of partnerstoreducelogistic
movements by consolidating shipments at the edge of cities, and
delivering from there using suitable and sustainable vehicles. This
resultsinless traffic congestion and clean transport, which reduces
air pollutionin urban areas. Our objective is to realise emission-free
delivery in 25 Dutch city centres by 2025: free from CO,, NO, and
PM,,.
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PostNL Our value creation model

Key material topics

o E-commerce growth

» Manage declining mail
volumes

o Accessible and reliable
postal services

« Customer experience
« E-commerce growth

« Engaged people « Emission-free delivery « Financial performance

« Sustainable city and position
logistics « Manage declining mail
volumes

Relationship
« Customers
« Governments
« Trade Unions
« Shareholders

Technological and
produced

« ITand mngt systems
« Buildings and vehicles

« Networks and processes

Input Capital
Human and intellectual Natural Financial
« Motivated people « Solar energy « Equity
« Competent employees « Natural gas o Debt

« Hired people
« Logistical expertise

« Fuels and electricity

Ambition and guiding principles
Your favourite deliverer

« Desired customer experience

« Desired employee behaviour

« Optimal work environment i
« Optimal leadership

Business activities Our strategy
Become the logistics and postal solutions

provider in the Benelux

@ « Help customers grow their business
« Secure a sustainable mail business

« Attract and retain motivated
employees

@ « Reduce environmental impact
deliver

« Deliver profitable growth and

Governance generate sustainable cash flow

Output Capital

Relationship
« Customer loyalty
« Reputation

Technological and
produced
« Delivered volumes

« Compliance « Capacityincreased
« Collective Labour « Updated portfolio
Agreements « Quality of services

« Operational efficiencies

Human and intellectual Natural Financial
« People development « Greenhouse gas « Shareholder returns
« Diverse workforce emissions « Free cash flow

« Absenteeism
« Recordable accidents

« Air polluting emissions « Market capitalisation

Outcome indicators

« Share of e-commerce
revenue

« Customer satisfaction
« Delivery quality

§ dconworcn
CORONTH

§ tpnonan
ECONOMCGROWT

« Employee engagement
« Employee loyalty

« CO, efficiency
« Emission-free delivery

« Profitability
« Cash flow

12 s [ 13t

0 | &

Link to Business Report
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Customer
| || value

(’\o Environmental
&’ value

Social Financial
value value
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Use of capital

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. The capital categories are aligned
with the International Integrated Reporting Framework of the
[IRC!. The capitals are interrelated and business activities often
require the use of a mix of capitals. We aim to use our capitals
effectively by maximising their potential value and minimising their
negative impacts as part of our continuous drive to improve.

Relationship capital

Wehave deeprootsinsociety,and through our operations connect
with millions of stakeholders on a daily basis. The relations we have
with our stakeholders, especially our customers and our investors,
ouremployees, governmentsandtrade unions,influence ourability
to create value over time. We strive to build strong relationships
throughthe waywe do business and interact with our stakeholders.

Technological and produced capital

The assets that drive digitalisation, the use of data, automationand
robotisation are our technological capital, and they play an
increasingly important role in our business. This includes both the
process and information-related technologies that we use to
improve the value of our business activities. 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, buildings and
machinery. We select these goods and assets based on our specific
needs and available sustainable options.

Human and intellectual capital

PostNL is a people company. We need our people to execute our
strategyand contribute tothe delivery of our services. Thisincludes
ourownemployeesandpeopleworking forusthrough ourpartners.
By operating and developing an inclusive organisation, we aim to
help our people to grow, while providing fair compensation, and a
safe and healthy work environment.

The collective knowledge and experience of PostNL, built over the
course of more than two centuries, is one of our greatest assets, our
intellectual capital. As a logistics expert we have created state-of-
the-art networks, smart processes and created management
systemsthathaveenabledustobecomeafrontrunnerinourrapidly
changing markets. These are created to help PostNL deliver high-
quality services, optimise our operations and develop new value-
added operations.

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

! International Integrated Reporting Council
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electricity. Thosethatrunondieselorgasoline produce greenhouse
gases (GHG) and air polluting emissions that impact air quality and
contribute to climate change.

Financial capital

Shareholders and other relevant players in financial markets, such
asbondholdersandbanks, provide PostNLwith fundsusedtoinvest
inourassetsand operations. We use this financial capital to operate
and grow our business,and our successhasadirectimpactonthese
investors.

Business model

We use our business model to achieve our ambition of becoming
the favourite deliverer. Our identity gives us guidance on how we
want to collaborate and interact with stakeholders. Our strategy
provides management direction when making decisions. Our main
business activities are influenced by our identity and our strategy
and form the core of our business model. Finally, our governance
structure helps us safeguard that management steers adequately
on these three indispensable elements in our business model.

Ambition and guiding principles

At PostNL, we use the so-called Orange Compass to bring our
identity to life. It also gives us guidance on our behaviour to
demonstrate desired customer experience, as explained in the
chapter 'Ouridentity'.

Business activities

We serve our customers by providing three essential core activities
within the parcels and mail market: collecting, sorting and
delivering. Thisisonly possible because ofthe dense andintegrated
networks and state-of-the-art processes that we operate
throughout the Benelux, and beyond 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.

“ We serve our
customers by providing
three essential core
activities: collecting,
sorting and delivering. ”
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Parcels

Our Parcels solutions range from delivering standard parcels to
more tailored solutions, such as health logistics, and from time-
critical delivery to installation services. We are investing across
the network, from IT and data solutions to state-of-the-art sorting
centres, to help drive e-commerce growth. Our digital platforms,
such as the PostNL app, enable us to launch services that give
consumersgreatercontrolovertheirdeliveries.Wearealsocreating
new IT platforms designed for business customers, which provide
e-tailers with a greater range of delivery options and services.
Infrastructure investments, such as in centres that can process
the growing number of small parcels, will help us keep pace with
market growth and further improve the efficiency of our services.
Our Spring brand provides customers with international delivery
solutions as it transitions towards becoming a provider of global e-
commerce solutions.

Mail in the Netherlands

AtMailinthe Netherlandswe continue to concentrate ondelivering
asustainable cash flow in a shrinking mail market. Acquiring Sandd
helps us to keep postal services reliable, accessible and affordable
throughout the Netherlands, while providing sustainable
employment for our people and those who join us. We continue to
invest in our mail network, which results in an increase in the
percentage of automatic sorting, and creates more flexibility when
realising delivery route optimisation. We are also introducing
further efficiencies across our networks and operations to realise
cost savings and strengthen our services, such as rolling out the
New mail route.

Our strategy

PostNL's strategy is based on becoming thelogistics and postal
solutions provider in the Benelux. In order to achieve our strategy,
we have set out strategic objectives, which are further discussed
through our strategic priorities and relevant drivers, as explained
in the chapter 'Our strategy'.

Governance

Pursuing opportunities and managing risks are essential in order to
be in control of our strategic progress. We use a multiple layer
governance structure to steer our company in the right direction.
Line management, business control, internal audit, executive
committee, board of management, audit committee and the
supervisory board all have an important role to play make sure we
are in control. Not only to safeguard our strategy execution and
external reporting, but also to identify and manage areas for
improvement in our business model.

Impact on Sustainable Development
Goals

Our strategyis focused on creating both short- and long-termvalue
forourstakeholdersthroughourkeymaterialtopics. The short-term
value we create is expressed in the outcome indicators. We have
directly linked our long-term impact, as shown in the a Value
creation model, to the Sustainable Development Goals (SDGs) set
by the United Nations.

Until recently we focused our long-term impact on SDG 8 (Decent
work and economic growth) and SDG 13 (Climate action), and
concentrated on making progress in these areas across the
company.

In 2019 we carried out an SDG impact analysis, and evaluated our
impact by mapping the relevant topics for PostNL (as shown in
the Materiality matrix) and the SDG sub-targets. We thenvalidated
the results during the stakeholder dialogue event, and compared
the results with SDG trends in our sector.

We learned from this that stakeholders want us to collaborate on
our SDGs right along the value chain, which led us to add two SDGs
to our long-term priorities: SDG 9 (Industry, innovation and
infrastructure) and SDG 12 (Responsible production and
consumption).

DEGENT WORK AND
ECONOMIC GROWTH

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

CLIMATE
ACTION

1 RESPONSIBLE 1
CONSUMPTION
AND PRODUCTION

Foreachtargetweevaluatedwhetherourimpactisrelatedto"doing
good"or"avoidingharm". The sectionbelow outlinesthe challenges
ofeach SDG and ourapproach. Amore detailed overview of our SDG
connections can be found in the paragraph Reporting principles
in the chapter '‘Non-financial statements'.
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Thisisthe mostrelevant SDG for PostNL. We are a people company
and service provider in both declining and growing markets.

Goal: Provide decent work conditions for our people. Thisis related
to favourable working conditions, and providing fulland productive
employment.

Ourapproach: We provide sustainable employability formanyand
are committed to protecting human rights. We actively promote
diversity and inclusion within our company. We offer our people
favourable working conditions by providing the right tools, creating
a safe workplace, caring for people's health and ensuring fair
compensation.

Goal: Contribute to e-commerce growth, grow profitably, and
maintain an accessible, reliable and affordable mail network.

Our approach: We use digitalisation, and product and process
innovation, to realise higher levels of economic productivity. We
maintain contact with stakeholders to balance these innovations
with their interests and concerns, helping us to keep mail relevant,
grow our e-commerce business and minimise the impact of
digitalisation on our employees.

Goal: Provide accessible and reliable postal services, a resilient
postal infrastructure across the Netherlands, while ensuring our
Parcels and Mailinthe Netherlands businesses are set up torealise
sustainable innovation.

Our approach: Innovation and development within our logistic
networks will enable us to manage both future volume growth in
the e-commerce sector and the need for value-added features for
customers. Atthesametime, we develop newbusinessmodelssuch
as city logistics to foster innovation and support clean and
environmentally sound processes and technologies. We adapt and
enhance our nationwide postal infrastructure to the declining mail
volumes.
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Goal: Reduce our ecological footprint by changing the way we
produce and consume goods and resources in collaboration with
others in our value chain.

Our approach: We take a pro-active approach by engaging with
partners in our value chain to promote more sustainable
alternatives, such as sustainable packaging. This includes making
more sustainable and efficient use of natural resources, and
minimising waste to air, soil and water. On the other hand, we
increase transparency in our direct and indirect environmental
impact, and take actions to make our procurement practices
compliant with legal requirements and our own policy.

Goal: Reduce our impact on climate change by implementing
measures to reduce our greenhouse gas (GHG) emissions across
all of our operations.

Our approach: We designed our emission reduction targets to
contribute to limiting global warming in line with the Paris
agreements on climate change. These targets, which have been
validated by the Science Based Targets initiative (SBTi), include our
goal to deliver all mail and parcels in the last-mile emission-free by
2030. This also involves reducing indirect GHG emissions from our
delivery partners by raising awareness and promoting active
engagement.
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PostNL's strategy is to become thelogistics and postal solutions
provider in the Benelux. Through our objectives we aim to meet and
exceedthe needs of our customers, our employees, our investors and
theenvironment. Achieving our strategyisvitaltorealise ourambition
of being your favourite deliverer,




Strategic objectives

We are a people company and our people play an indispensable
role in our strategy. We create a work environment in which
employees have the opportunity to develop their skills and work
with adequate tools, and together we deliver the right customer
experience. As part of our drive to keep it simple but smart, we are
accelerating the digitalisation of the customer journey and our
logistic networks and processes. At the same, time we continue to
develop our business models and network capacity to capture

growth and achieve a solid and sustainable financial performance.

Below are the strategic objectives and drivers that are helping us
achieve our strategy.

Help customers grow their business
Our key drivers to achieve this are:

« Capture growth of e-commerce

» Manage capacity

» Deliver smart logistic solutions

» Enhance customer interaction

» Leadthrough business model innovations

PostNL Strategic overview
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As part of our journey to become the favourite deliverer, we are
working to provide our customers with the best possible logistic
network solutions. We are investing in and managing our network
capacity, helping to support the growth in e-commerce. We are
improving our service qualityand operational efficienciesto exceed
customers' expectations. And we are using data and digitalisation
to innovate our business models, improving our services and
solutions, our logistic processes and our dense networks. Together,
these developments help our customers grow their business and
flourish.

To increase customer value we need to solve their business needs
andwishes. Thismeans delivering smartlogistic solutions, ensuring
their shipments are moved swiftly, efficiently and sustainably from
collectiontodelivery.ltmeansenhancing our customerinteraction,
by developing data and digital solutions that provide them with
therightsolutionwhereverandwhenevertheyneedit. Anditmeans
leading through business model innovations, bringing innovative
value propositions to the market.

Strategy Become the logistics and postal solutions provider in the Benelux

Key material topics

« Accessible and reliable
postal services

« Customer experience
o E-commerce growth

« Engaged people

« Emission-free delivery « Financial performance

« Sustainable city and position
logistics « Manage declining mail
volumes

Strategic objectives

« Secure a sustainable
mail business

« Help customers grow
their business

« Attract and retain
motivated employees

« Reduce environmental
impact

« Deliver profitable
growth and generate
sustainable cash flow

Outcome indicators

« Share of e-commerce
revenue

« Customer satisfaction
« Delivery quality

« Employee engagement
« Employee loyalty

« Profitability
« Cashflow

» CO, efficiency
« Emission-free delivery

Link to Business Report

rr_~||-l| Customer
value
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Our key drivers to achieve this are:

« Realise synergies of PostNL and Sandd networks

« Sustain accessible, reliable and affordable postal services in
the Netherlands

» Adapt the organisation to volume decline with cost savings

The consolidation of Sandd helps us to safeguard the key aspects
of the postal service, while preserving decent labour conditions in
what is expected to remain a shrinking market. Given our history
and competencies, we believe we will have a key role to play in
the future postal market in the Netherlands. We actively engage
with the government, regulators and other stakeholders. And we
aimto further intensify engagement with our customers so that we
continue to meet future needs, including all the digital solutions
that our customers have at their disposal, while keeping mail
attractive.

The ongoing declineinthe mailmarket continues toimpact PostNL
and other postal logistic players in the market enormously. To help
counter this, we are reshaping our mail business model, continuing
toinvest in smart technologies, and developing cost-saving
measures. As the designated universal service provider (USP) in
the Netherlands, we have aresponsibility to maintain country-wide
coverageanddeliveronspecificqualitytargets,ensuringaccessible
and reliable postal services at affordable prices.

Our key drivers to achieve this are:

« Manage personnel capacity

» Strengthen employee engagement
« Stayhealthy

« Realise change

As one of the largest employers in the Netherlands, we provide
thousands of people with job security, a stableincome based on fair
compensation for everyone, and opportunities for personal
developmentandgrowth.Butintoday'scompetitive labourmarket,
we need to focus on employing and retaining people who want to
grow and prosper with us. This means providing attractive jobs,
includingtraininganddevelopmentthroughoutourpeople'scareer,
and adapting to their changing skill requirements. It means offering
jobswhere safetyandahealthywork environmentareatop priority.
And it means making people feel at home, working in an
atmosphere that nurtures diversity and inclusivity, thereby helping
create the long-term success of our company.

Our key drivers to achieve this are:

« Greeninnovation and energy efficiency
« Greenkilometres

» Sustainable buildings

« Sustainable value chain

At PostNL, we proactively take responsibility for the environmental
impact of our operations, and have set ambitious targets to reduce
our environmental footprint. We want to deliver all parcels and mail
emission-free in the last-mile in the Benelux by 2030. And we have
setanintermediate goaltoachieve emission-free deliveryin 25city
centres across the Netherlands by 2025 across all our networks.

But we are not only planning to reduce the environmental impact
of our own operations. We have also set targets to reduce the
footprint of our delivery partners, especially in delivery services. On
aconsolidatedlevel,we have settargetstoreduce ourabsoluteand
relative emissins towards 2030. We have initiated concrete actions
that will contribute to achieving our objectives, launching a
company-wide programme called "Zero 2030" in 2019 to manage
our progress. This includes engaging with our delivery partners on
how we can support them in reducing their impact.

Our key drivers to achieve this are:

« Ongoing focus on cost savings
» Operational excellence

« Synergies in networks

« Smart yield management

To create value for our investors and the company it is vital that we
focus on generating sufficient profits and cash flow throughout
the company. Within Parcels we want to shape the growth in the
e-commerce market and concentrate on balancing volume and
value, such as by developing new markets, creating new packaging
solutions, or offering new delivery options. We will also invest in our
operations, such as network capacity and digital solutions,
increasing efficiency and improving customer service. This will
include developing in-house fulfilment centres for customers, or
constructing new sorting centres focused exclusively on small
parcels.

In our international business we are enabling customers and
consumers to tap into the growing global e-commerce market.
Spring, for example, will focus on diversifying its portfolio in 2020,
providing customers with more value-added options. And to
maximise our operational efficiency, we will continue look for
synergies across our networks and between our businesses.
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OurMailbusinessisfocusingoncontinuallyimproving the customer
experienceinadecliningmarket. We are strengthening operational
excellence and achieving cost savings by optimising our processes
and increasing flexibility, such as increasing automatic sequence
sorting on our SMX (sorting machine extra) machines, and
introducing a new delivery model across our mail operations. At
the sametime, we use dataand IT toinnovate. Thisincludes further
developing our digital capabilities, such as those offered in our app,
which helps mail remain attractive in today's digital society.

Strategy in action

Our Board of Management takes strategic decisions throughout
the year to help us realise our long-term objectives. This section
outlines the main strategic decisions taken in 2019, and details
some of the choices faced during the decision-making process.
The Customer, Social, Environmental and Financial value chapters
of the report provide a comprehensive overview of our strategy
execution.

The continuing growth of the e-commerce market provides us with
many business opportunities. We experience increased
competition and cost consciousness among our customers. In
2019, the market grew at a slower pace than expected, which also
impacted our projected volume growth. Our goal is to achieve a
better balance between volumes, profitability and cash flow.

To create more leverage from parcels, we updated our strategy to
increase revenues and reduce costs. Key elements in optimising
our revenues are managing peaks in our networks, an updated
pricing strategy based on both size and weight, and a greater focus
oncustomervaluethroughbetterinsights. Tobettermanage peaks,
for example, we work with customers to find ways to reduce peak
pressure,and we build seasonalvariablesinto our pricing policy. We
also focus on optimising our collection, transport and network
control to increase efficiency and reduce costs. One example is
theintroduction of the small parcel sorting centre (SPSC) which we
arecurrentlydeveloping. We are also working to enhance our digital
interaction to improve first-time right delivery and reduce time
spent per stop.

We have long argued that the consolidation of postal networks is
vitalto safeguard accessible, reliable and affordable postal services
in the Netherlands. And to provide thousands of employees with
greater job security, while ensuring that we retain our moderate

pricing policy.

The consolidation will help cushion the decline of the postal market
in a socially responsible way. All Sandd’s 11,000 postal deliverers
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have been offered jobs with PostNL, and around 4,000 of them
accepted the offer and started working for us on 1 February 2020.
From that moment on, a total of 20,000 postal deliverers will
deliver millions of letters a day, five days a week. In addition, over
300 other employees from Sandd, working in sorting, as drivers and
in other roles, will join us at either Mail or other entities. We will
continue our collaboration with sheltered workplace companies,
protecting500jobsforemployeeswhoface challengesinthelabour
market. And we also investedin avariety of other areas, such as job
fairs, to help Sandd employees uncover new opportunities, with
multiple companies from different sectors offering Sandd
employees jobs.

We implemented the New mail route as plannedin 2019, which will
help us to reduce costs. Cost savings remain vital as we continue to
dealwith decliningmail volumes. We chosetorollout the first phase
ofthe New mail route implementation quickly toreduce the impact
on employees, and we also invested heavily in employee training
and communication before and during the roll out.

While we achieved strong cost savings during the first half of 2019,
theintegration of the Sandd and PostNL networks led to significant
capacity changes, which caused some delays in other cost-saving
initiatives in the second half of the year.

Our strategic focus is on our core markets in the Benelux, while
supporting our transformation into an e-commerce logistic service
provider. In 2019 we completed the sale of Postcon and PostNL
Communication Services, and we made good progress with the
divestment of Nexive. While the sale process of Postcon tooklonger
than we had hoped, the goal was to find investors that we felt could
support the businesses in their development. We believe the
outcome justifies the time taken.

We continued to invest heavily in our infrastructure in the
Netherlands in 2019, opening three new parcel sorting centres,
further expanding our retail network, and adding additional self-
service parcel lockers. We also began developing a small parcel
sorting centre (SPSC), whichisscheduledtoopenin2021. The SPSC
will enable us to sort small parcels more efficiently than our current
sorting centres. The amount of volumes it will absorb, has the
potential to save us from having to build up to five of our regular
parcel sorting centres.

To strengthen our e-commerce position in Belgium, we invested
in our own network of 350 parcel points across the country. We
realised this in the last quarter of 2019, bringing our total number
of parcel pointsto 447 by year end. The network will provide us with
more options than collaborating with existing parcel points, and will
help us to realise growth across the country.
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Wehaveasetourselvesanumberofambitiousenvironmental goals
to combat climate change, including emission-free last-mile
delivery in the Benelux by 2030. To help achieve this, in 2019 we
issued a €300 million Green Bond.

We will use this bond to finance eligible green projects, including
those covering green kilometres, sustainable buildings or
innovation and efficiency. Initiatives such as the Green Bond is a
powerful motivator for the company to take the next steps towards
becoming a truly sustainable e-commerce logistics provider.

We carefully considered the green labelling of the bond during
the process. As part of the external certification of our framework,
we wanted to ensure those projects supporting our bond are
eligible. Another important element in our decision was the
alignment of the proceeds with our long-terminvestment strategy.

We look to develop alternative growth domains which are related
to our core logistic propositions to create and develop future

opportunities. In 2019 this involved continuing to explore options
in two key growth markets: health and food.

We collaborate closely with smallinnovative companies to explore
new propositions. PostNL adds value by bringing our expertise to
challenge newideasandhelp smallcompaniesto prepare and grow
their business cases. Also, our strong brand helps open doors with
investors or other stakeholders to pitch ideas to the market. This
helpswithfinding pilot customersorpartnerstotestideasandbring
business cases to the next level. We also chose to shut down our
Stockon activities, which was heavily reliant on marketing and
fulfilment in a competitive market.

We consider relevant opportunities and risks in our strategy
execution. In the remainder of the business report we detail the
main opportunities we pursued in 2019. Our response to the main
risks can be found in the chapter 'Risk management'.
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PostNL ZERO 2030

»

Anna Paulides,

City Logistics project anﬁer \
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City Logﬁtics
= X
Emission-free and

low:=traffic delivery
in 25 city centers

THE ZEROS OF POSTNL

We've set ourselves the ambitious goal of providing emission-free last-mile
delivery of parcels and mail in the Benelux by 2030. But how are we going
to achieve it?

In 2019 we launched our Zero2030 program, which is made up of internal and external projects
with both a goal and an action. We call these projects the Zeros of PostNL. In 2019 we successfully
launched 42 Zeros, each of which will contribute to our sustainability ambition.

We want to create a movement with Zero2030, which will motivate and inspire our people,
our partners, our suppliers and our customers to work together to make our entire value chain
sustainable — benefitting us, benefitting our stakeholders, and benefitting the environment.

Zero

We're just going to do it. 2030

PostNL Annual Report 2019



Customer value

We wantto be everyone's favourite deliverer, connecting the millions
ofsendersandreceiversthatrelyonuseveryday.Bykeepingitsimple,
being smart and working together, we provide our customers with
services and solutions that enhance their business. From managing
the ongoing growthine-commercetosecuring accessible, affordable
and reliable postal services, our customers come first.

Customer value

Customer experience Customer experience Accessible and reliable postal Manage growthin e-
services commerce

27% 80% 94% 52%

2018:30% 2018:82% 2018:95% 2018:48%




Performance summary

In 2019 we achieved our target of 50% of revenues coming from e-
commerceaheadoftime,asourParcelsbusinesscontinuedto grow
robustly to a revenue share of 52%. Volume growth was strong in
thefirsthalfoftheyear,butbelowexpectationinthefinal sixmonths.
Growth in some customer segments, mainly fashion and
electronics, slowed within Parcels, due in part to a reductionin
consumer spending and the rationalisation of webshops. Our
operations in Belgium had a strong year, realising double-digit
growth. Delivery quality at Parcels also remained high throughout
the year, ahead of our internal targets, with particularly strong
results during the peak end-of-year season.

At Spring, revenue development was supported by its transition to
being a provider of global e-commerce solutions. Spring also
focused ondeveloping a stronger capacity within Europe, driven by
significant growth in e-commerce. These efforts are aimed at
decreasing the operation's dependency on Asian markets.

Mail in the Netherlands continued to face volume decline, with
addressed mail volumes decreasing by 9.7% during the year,
excluding Sandd (2018:10.7%), driven by substitution and volume
loss to competition. We expect volume developmentin 2020 to be
moreinline with market decline, with lessimpact from competition
in the physical mail market following the Sandd integration.

Mailin the Netherlands achieved strong cost savings following
adjustments to the sorting and delivery process, optimisation of
the network, streamlining of staff and the further centralisation of
locations.

However, we missed our 95% delivery target, delivering 94% of
consumer mail by the next delivery day. The decrease in quality
occurred mainly in the fourth quarter, which was when we adjusted
oursorting processes toaccommodate Sandd's mail volumesin our
network. We also began receiving increasing mail volumes from
Sandd, although the employees needed to process these volumes
only started in early February 2020.

Across the company, the percentage of highly satisfied customers
fellto 27% in 2019 (2018: 30%). While we did not meet our 2019
target of 30%, we did manage to bend the downward trend during
the year, with the percentage of highly satisfied customers
increasing to 28% in the fourth quarter from 26% in the second
quarter. Our customer satisfaction score also decreased slightly to
80% (2018: 82%), just off our 82% target. In the first six months in
particularwe were operating at peak network capacity forextended
periods in our Parcels business, and made a number of changes
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across our logistics network. Together, these developments
impacted customer satisfaction.

In the second half of 2019, increased capacity through our new
sorting centres, a new cross-dock, and improvements in capacity
planning with large customers, helped us to improve our highly
satisfied customer scores within Parcels, and to exceed our delivery
quality target for the year. Customer satisfaction levels at Mail in
the Netherlands remained stable,and compared to 2018, whichwe
are proud of given the number of operational changes that took
placein 2019.

We developed and implemented new digital and data-driven
solutions for customers and made good progress with the
digitalisation of some important processes within our networks.
Implementing these smoothly proved to be challenging in some
cases, leading to valuable learning takeaways.

Providing customer value is a key driver within the company. We
achieve this in many different ways, from providing webshops and
e-tailers with logistic solutions that support their e-commerce
business, to ensuring senders andreceivers of mail they can always
connect. By focusing on constantly improving our networks and
investing in digitalisation and technology, we help all of our
customers connect more reliably and more easily.

We execute our strategy through our drivers, as explained in the
chapter 'Our strategy'. In this chapter we explain how our drivers
helpusachieveourstrategicobjectives,whicharetohelp customers
growtheirbusinessandsecureasustainablemailbusiness.Foreach
driver we provide examples thatillustrate the events, initiatives and
related outputs that contributed to our performance.

Shaping the growth of e-commerce

We aim to shape the growth of e-commerce by expanding our
network, while increasing the efficiency of our existing
infrastructure.ln 2019 we saw parcelvolume growth ofaround 12%
compared to 2018 volumes. Our focus for the last-mile is to offer
innovative solutions that provide customers with a broad range of
delivery options.

We keep pace with e-commerce growth and the changing mail
market by adapting our network. In 2019 we opened three new
parcel sorting centres in the Netherlands, Aimere, Dordrecht and
Tilburg. Thisenablesustobetterprocessthe delivery flowsresulting
fromtheongoingriseinparcelsbeingsent.Inaddition,wemanaged
toincrease the average number of parcels sorted in sorting centre.
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We also further grew our retail network in the Netherlands, making
iteasierfor customersto collectandreturn parcels. Byyear end, we
had 3,387 retail locations across the Netherlands (2018: 3,240).
Including parcel and letter lockers increases the number of parcel
points to over 3,500 (2018: 3,350).

In Belgium, we expanded our six distribution centres, adding over
11,000 m?of floor space. We also began preparing for our first parcel
sorting centre, whichwe aimto openin 2021. During 2019 werolled
out our own network of over 350 parcel points across the country,
which customers can use to collect, send and return packages.
The new locations are on top of the existing network of collection
points we already have in Belgium, bringing our total number of
parcel points across the country to 447. Developing our own
network means we make it easier for customers in Belgium to
always be close to a parcel point, shortening journey times and
increasing the likelihood that they will take advantage of the e-
commerce market.

During the year PostNL rolled out its 100" self-service parcel and
letter locker, which lets consumers send letters as well as pick up
and send parcels 24/7 at locations across the Netherlands. The
lockers are part of our strategy to provide consumers with access
to our services across a broad range of channels. By year-end we
had 115 lockers in operation across the country, and will continue
to add more at strategic locations. We also opened our first self-
service parcel locker at a supermarket.

Over 94% of parcels are delivered on the first attempt. But for those
that are not, a large percentage also fails to be delivered on the
second attempt. To better understand this, in 2019 we launched a
project that used artificialintelligence (Al) and datato help us more
accurately predict when a second delivery attempt would be
successful. Based on these results, we have chosen to reroute
parcels directly to retail locations when the receiver is not at home
on the first delivery attempt. The change will create a number of
benefits, including receivers being able to collect their parcel one
day faster, lower logistics costs, and a drop in CO, emissions.

Within our direct to retail solution, we did not provide retailers with
sufficient updates on extra parcel volumes. As a result, some retail
locations received volumes far above their capacity, leading to
issues and the loss of some locations during the year. We resolved
this through closer collaboration with retailers, and by connecting
them to our decision-making process at an earlier stage.

In 2019 we reduced the time we store parcels at our retail locations
from 14 days to seven days, which will free up storage space and
help our retailers keep up with rising volumes. The change was

based on data showing that over 91% of all parcels are collected
within seven days. Of those that remain beyond seven days, only
3.5%areultimately collected. The new systemmeans e-tailers,who
will receive returns earlier, will be able to provide refunds and resell
their products faster. Despite the impact of this shorter storage
period, both consumer and business customer satisfaction rates
improved in the last quarter of 2019.

The e-commerce market is growing strongly and consumers are
increasingly purchasing goods from e-tailers abroad. We are ideally
positioned to take advantage of this growth, providing customers
in the Benelux and internationally with a ‘gateway to Europe’
solution through our Spring operations. This provides one hub in
Europe for all cross-border parcel distribution. In 2019 we
transferred our hub from Belgium to Germany, in line with
developing our cross-border services beyond the Benelux. In
addition, we extended our shipping options by increasing the
number of collaborations with partners in our first and last-mile
solutions.

As the market expands, we are increasingly using data and scale
inasmartandefficientwayto create operational efficiencies across
our businesses and to connect with customers. In 2019, we
increased data sharing with customers to make following parcels
in the Track & Trace environment more accurate.

Growth in the e-commerce sector means we need to make
continuous changes to our business model, ensuring that we can
maintain investments in capacity and further strengthen our
network. In 2019 we began preparing a new small parcel sorting
centre (SPSC), which will rely heavily on robotisation, to increase
the operational efficiency of our sorting processes.

Around 40% of the parcels we process have the potential to be
processed within our SPSC. This number is growing as e-tailers
switch to packaging solutions that containless air. The SPSC, which
will openin 2021, will take pressure off the logistic infrastructure
in a number of wauys.

First, with a capacity equivalent to four current parcel sorting and
delivery centres, it will increase the distribution potential in our
current sorting and delivery centres and lower the need for future
investments. Second, it will cut sorting and overhead costs for small
parcels. And finally, it will help us achieve peak absorption and
provide us with additional last-mile routing options.
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Keeping mail accessible, reliable and
affordable

Running a national mail network comes with great responsibility.
As the universal service provider (USP) in the Netherlands, it is our
job to maintain country-wide mail coverage and deliver on specific
quality targets, which do not apply to other postal companies. In
2019, we delivered 94% of consumer mail by the next delivery day,
while we are required to deliver 95%. The decrease in quality
occurred mainly in the fourth quarter, which was when we adjusted
oursorting processes toaccommodate Sandd's mail volumesin our
network. We also began receiving increasing mail volumes from
Sandd, although the employees needed to process these volumes
only started in early February 2020. Delivery quality over the peak
Christmas period was in line with previous years. While 2019 was
an exceptional year, we will do everything possible to improve the
delivery quality figure in 2020, including closer monitoring of our
sorting processes and deploying additional mail deliverers.

In a declining market, one of our key challenges is securing
accessible and reliable postal services at affordable prices. We
continue to intensify our dialogue with customers so that we can
meet their future needs, working to ensure that mail remains an
attractive option alongside the digital solutions that our customers
have at their disposal.

During the yearwe continuedtoinvest strongly inautomation, with
the aim of increasing delivery quality and efficiency. Our coding
system helps us to simplify our preparation process and introduces
more flexibility in our mail deliveries. We finalised the introduction
of the 'codeerregel’, which adds codes to envelopes, on all our mail
volumes. This creates the potential for further automatic sequence
sorting through our SMX (sorting machine extra) machines, which
will improve delivery accuracy, save costs, and help with the
integration of Sandd volumes.

We completed the roll out of the Combibundel in 2019, 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 processaswe no longer have to combine smalland
large mail items in the sorting centres. This, alongside the coding
improvements mentioned above, are important enablers of the
success of our new delivery model, the New mail route, and the
integration of Sandd.

In June 2019 we introduced a new delivery model across our mail
operations. Called the New mail route, we now deliver non-time
criticalmail five daysaweekinstead of three daysaweek. This'equal
flow' model removes the sorting and delivery peaks that occurred
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More people visit retail

As an account manager, it's Rozemarijn
Wildeman'’s job to keep in touch with the
head offices of the retail chains that house
PostNL's post offices and parcel points.

The customer comes first

“It's my job to keep the customers happy.
That means: the retail partner, their stores
and the customer who picks up a package.
Every day | have one or two appointments,
for example at the AKO, Primera or Bruna
head office. Because every customerwants
something unique, the meetings can be
quite demanding. But there are around
3,400locationswithaPostNL franchise,and
they are all equally important to us.
Sometimes we take measures that the
parcel deliverer might not be happy with,
such as having to visit a store where there
are only a few parcels. In such cases, the
commercial interest of the retail partner
outweighs practical considerations.”

Changes are sometimes difficult
“The work is changing fast, but it is never
boring. And sometimes things don't go the
way I'd like them to for the retailers. One
example is that we have started taking
parcels to the retailer after one delivery
attempt instead of two. This results in less
work for sorting, preparation and delivery. |
understand that it is nice for parcel
deliverers, but for retailers it means a
mountainofextrapackages.lknowitmeans
more people are visiting the store who may
buy something, but if the store is packed
that's not attractive either."
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previously, and means customers now have their mail delivered
over two consecutive days, such as Tuesday and Wednesday or
Wednesday and Thursday. The result is that they can better
manage their process flows, for example in the production of
mailings or when handling calls following a direct mailing
promotion.

ForPostNL,the newmodelallows usto spread the workflow equally
over five days, meaning we can make better use of our locations
and resources, while improving the efficiency of our transport,
thereby cutting costs and improving sustainability. And our mail
deliverers have benefited through employment contracts with
longer hours, and mail that is available to deliver earlier. By the end
of the year, more than 85% of PostNL's non-24-hour volume had
been transferred to the New mail route.

We began working towards the integration of Sandd in 2019, which
will take effect in 2020. This involved preparing our networks,
through new route planning and sorting processes, for the
additional mail volumes. Ultimately, merging both networks will
help us keep mail accessible, affordable and reliable for our
customers.

We will keep it accessible by operating through one network,
enabling us to better manage capacity and coverage across the
country. We will ensure it is affordable by aligning our operational
changes with mail developments and the synergies realised from
the integration. And we will be able to keep it reliable by operating
one network, helping us to adapt, innovate for our customers, and
be more future proof. More details on the Sandd integration can be
found in the chapter 'Social value.'

Deliver smart logistic solutions

Fromimproving inner city distribution to creating new delivery
options, smart logistics is the key to ensuring customers’ goods are
moved quickly, efficiently and sustainably from collection to
delivery. We help customers and consumers by producing a
convenient shopping experience, developing and bringing new
delivery options to the market. At the same time, further
automation in our mail operations are aimed at increasing delivery
quality and efficiency.

At the beginning of 2019 we introduced our returns optionin the
Netherlands, which lets consumers return their parcel with a
delivererwhoisalready at the door. Aswell as providing consumers,
webshopsand e-tailers with greater convenience, the serviceisalso
sustainable as it utilises empty van space. The returns option was
used over 75,000 timesin 2019.

Our strategy within the @ Home market is to be the leading logistics
company that delivers and installs a wide variety of goods and
services, fromwhite goods and electronics to medical products and
(garden) furniture. Withthe @Home marketgrowingataround 15%
per year,in 2019 we opened our first dedicated @Home centre in
Rotterdam. Thenew centreincreases our @Home capacity by 30%,
whichwillenableustobettermanage peakperiodsandcreateroom
for growth. It also helped us increase our @Home service quality.

More focus on moving towards health provision at home requires
arange of (new) logistic solutions. By the end of 2019, over 11.000
customers were already receiving health deliveries from PostNL,
and our focus is on developing solutions for a changing health
market, using our existing logistic networks. This had led to
improved collaboration between our networks. During the year we
focused on strengthening our connection with the sector by
executing a national campaign with the theme: Innovation in the
health sector. We carried this out together with a number of other
parties and through a wide range of online and social media
channels. This increased focus on health led to the development
of a number of concrete propositions and the continuation of
existing propositions.

Tomeetincreasingly stringent GDP-requirements and the demand
from the pharmaceutical sector, we have developed a unique Cool
DownUnitforourPharma& Care network, specifically formedicines
that have to be transported below a temperature of 2-8°C. We
continued to deliver medical supplies to customers at home in a
specially designed cool box, which is transported through our
existing time-critical network. Our focus in 2020 will be on
connecting additional pharmacies and hospitals to this service.

Roamler Care, operated as a joint venture with Roamler, is a home
care platform that connects self-employed home care providers
with sick or elderly people connected to care institutions. In 2019
we introduced a new venture through the Roamler Care platform,
whichaimstotapintounrealisedwork potentialamong pensioners,
inactive caregivers, and professionals who want to work a few extra
hours a week. We also developed a strategic partnership with the
ANWB, Sanquinand Erasmus MCto create aMedical Drone Service.
This service uses delivery drones to transport medical supplies,
blood and other health products between locations. The next stage
of the project is to carry out a trial.

In 2019 we reviewed our food market strategy, leading to anumber
of changes. Going forward we will concentrate on providing direct-
to-market logistic services, this includes developing platform
solutions that reduce the number of stepsin the value chain. Inline
with this reviewed strategy, we shut down our Stockon activities,
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which was heavily reliant on marketing and fulfilmentin a
competitive market and for which we did not find a suitable
investment partner.

We currently use a number of our networks to process customers'
food deliveries, including our Parcels and Cargo networks and our
specialised food delivery network. In 2020 we will begin supporting
customers with the co-creation of products, and aim to develop
direct-to-market food solutions as a third logistics channel for the
FastMoving Consumer Goods (FMCG) industry, in addition to retail
and wholesale. We see opportunities in logistic solutions for food
specialties, which we will pursue further in 2020. Finally, our Parcel
networks will continue to provide delivery solutions to e-tailers who
sell food.

Creating sustainable delivery options is vital if we are to deal
effectively with the growthine-commerce.One example of how we
create smart logistics solutions for our customers is our City
Logistics programme, which in 2019 opened new sustainable
delivery hubs in Groningen, The Hague, Maastricht, Utrechtand
Nijmegen.

The aim of these urban consolidation centres is to cut the number
of journeys made within cities, thereby reducing the environmental
impact and congestion. We achieve this by working with third-
parties and setting up urban hubs on the edge of a city. Suppliers
deliver to the urban hub, avoiding the congested city, and we sort
the goods into deliveries over one or more trips.

More information on our initiatives to decarbonise our networks
in urban areas can be found in the chapter 'Environmental value.'

Enhance customer interaction

Customers want simplicity, reliability and control when they send
and receive parcels and mail. We are helping to create seamless
customerinteractioninavariety of ways, such as by using dataand
digital solutions to create asmooth delivery process. We also utilise
our broad range of capabilities to ensure that we can offer them
the right solution wherever and whenever they need it. Below we
outline some key developments from 2019 on the way we interact
with customers.

During the year the number of customers connected digitally to
PostNL through a PostNL account continued to grow, with

5.3 million unique users by year end. Of this, over 1.2 million had
activated Mijn Post in the PostNL app, which means that we are on
track to have two millions users by 2020.
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Putting customers first

In 2019, Cordia Covens, a product owner
within our e-commerce environment,
helped develop a digital shipment receipt,
making it faster and simpler for consumers
toreturn parcels. “If you send a parcel from
a PostNL retail location, you can now
choose to receive proof of shipment
digitally rather than on paper. This makes
the whole process easier and smarter for
the customer. Not only is the time the
retailer spends on each customer cut, but
we save costs. And it also provides us with
data which helps us share relevant
information with the customer about their
shipments, and helps us offer additional
services. This is a win-win-win situation."

Customer label

The receipt received the highest
classification from our internal Customer
Label, which rates the products we develop
in terms of the impact they will have on
customer satisfaction.

Cordia: "We sometimes hear that we
concentrate too much on processes
instead of people,” says Cordia. “But our
focus is also very much on thinking from
the customer’s perspective. Our Customer
Label, which can be compared to the EU
Energy Label, gives us greater insights into
our product development process, and
what sort of effect the product will have in
the market.”
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The PostNL app has become a vital tool since its launch, enabling
ustoconnectwithcustomersandrolloutservicesthatprovidethem
with greaterindependence and freedom. Italsoremains extremely
popular with users, who gave it a4.5/5 star rating in 2019.

Our goal in 2019 was to continue to develop digital solutions that
make sending and receiving easier for customers and consumers.
One of the solutions we launched is the pick-up receipt, which lets
receiving consumers generate a barcode in the app that can be
scanned by the retailer when collecting a parcel. The retailer
immediately has access to information such as the parcel's weight,
dimensions, and the consumer's name and address, helping them
locate the package faster and reducing the consumer’s waiting
time. By year end the option had been used over 180,000 times.

Another popular new solution was the digital shipment receipt,
which had been used by over 5 million consumers by the end of
theyear.Whensendingapackage with PostNL,consumerscannow
have a QR-code scanned in the app and receive proof of shipment
by e-mail. As well as reducing paper usage, this makes storing and
retrieving receipts simple and efficient.

As international e-commerce continues to grow strongly, we
launched a stamp code for countries outside the European Union.
The stamp code is convenient and simple to use; after purchasing
the stamp in the app, customers receive a nine-digit code which
theywriteonthe envelope. Alltheythenhavetodoisposttheletter
and we take care of the rest.

The stamp code, which is a great example of how we react to our
customers' needs, was purchased around 1.6 million timesin 2019,
almost double the number sold in 2018. We also launched the
option to create and pay for your shipping label directly in the app.
When you are ready to send your parcel, you simply print the label
atalocal PostNL retail point. In 2019, over 1 million consumers used
this option to send their parcels.

Business customers can also now use the PostNL app to simplify
their sending and receiving. By the end of 2019, customers could
print labels, register bulk mail and view invoices directly in the app.

During the year we further rolled out Daan, our Dutch-language
digital assistant that provides answers to customers' questions
online. As well as being rolled out through social media and via his
own video clip, we have also given Daan his own face. By year end
he had spoken to more than 2 million customers, and can handle
up to 20% of questions without the need for a call centre worker
gettinginvolved. Forexample, whereisthe nearest PostNL location
or when will we deliver their package. Customers can now log into
theirPostNLaccountandDaanwillletthemknowiftheycanchange
thedeliverytime orlocationoftheirpackage,andtheycanask Daan

questions through Google Home, the smart assistant. Customer
feedbackhasbeenextremelypositive, witharound80%sayingthey
are satisfied with their conversation.

Our Track & Trace service lets senders andreceivers track the status
of any registered letter or parcel sent with us, so that they know
when it will be delivered. In 2019 we improved the service, with
the new environment providing customers with a clear overview
of their most recent package and delivery information, including
international shipments. Our aim is to put customers in control as
much as possible, making their interaction with us as seamless as
possible.

We are also working hard to make first-time deliveries successful.
As well as benefitting the customer, it is also better for PostNL and
the environment, cutting journey numbers and times. In 2019 we
launched a live delivery tracking pilot for our food and evening
delivery networks. Customers can follow the parcel onamap based
onthe latest delivery scan, and see how many stops remain before
their package arrives. During the year we have developed this
function, and managed to create a stable service by year end.

We will roll this functionality out for Sunday deliveries in 2020, and
enrich the customer experience in the future by including the
expecteddeliverytimeanda 15 minute 'delivery alert'. We also plan
to make this service available on other days in the future.

On an average day, PostNL delivers around 0.9 million packages
across the Netherlands. Yet on peak days, such as Black Friday in
November or in the days leading up to Sinterklaas at the beginning
of December, this canrise to well over a million per day. One of our
goalsin 2019 was to reduce these delivery peaks, cutting the
pressure on our delivery network and lowering the risk that
customers' parcels were delayed.

Which is why we worked alongside other companies in the logistic
sector and Thuiswinkel.org, a Dutch digital commerce network, to
launch an online andradio campaign called 'Be prepared - Order on
time'. The campaign was a success, and helped us achieve high
delivery quality during the December period.

As part of our focus on being the favourite deliverer we are creating
alogistic supply chain that supports digital transformation in our
business, enabling us to better serve our customers. In 2019, the
largest and most challenging IT project we launched was aimed at
helping us achieve precisely that.

We create customer value along our entire logistic supply chain,
culminating in the millions of parcels and letters we process.
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Achieving this requires a balanced Customer to Cash process,
enabledbyamodernITbackbonethatprovidesefficientprocessing
on the one hand, and flexible product configuration and insight for
our customers on the other. The new PostNL Customer to Cash
process introduced in 2019 enables:

» More digitised marketing, sales and service processes

« Efficient on-boarding of business customers in our customer
base

» Aconfigurable product model

« Theabilityto process millions of events perdayintherating and
billing process

» Traceability from invoices through to unique parcel items

« Efficient and standardised accounting processes for PostNL
entities

During2019wefacedanumberof challengesinthistransformation,
for example in relation to automatic invoicing. With the efforts of
many dedicated colleagues, we managed to solve most issues by
year-end. Once the process is fully integrated and running
smoothly, we expect it to help increase business customer
satisfaction rates and lead to substantial cost savings.

Improving customer interaction involves providing accurate and
reliable information, high-quality service, and a relevant,
personalised and unique experience. In 2019, customer care ratios
in our Parcels and cross-border segments improved, as we
implemented data-driven changes. One example is the
introduction of additional data points on our international
shipments, which provides customers with more information on
the progress of their package. In Mail in the Netherlands, we saw
asmallincrease in customer contact ratios, possibly due to the
implementation of several large change projects.

Another example is the introduction of a feedback button in the
app, which customers can use to react on the quality of their parcel
delivery. During our pilot project we gave consumers the option of
sending acompliment if the delivery went smoothly and they were
satisfied, oraskingtobe calledbyacustomercareagentiftheywere
unsatisfied. If they were unhappy, the customer care agent first
called the deliverer and then the consumer within two hours.
Normally, this would have taken up to two days.

We also established an 'orange heart' customer lab at our head
office in The Hague. We are using this space to meet and talk with
customers, carryoutresearchtoobtaininsightsintowhattheywant
and how they experience our service, and for quantitative research
and 1 on 1 customer conversations.
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IT innovation to benefit
customers

In 2019 we upgraded our IT systems to
provide aricher experience for our business
customers. The project, called Customer to
Cash, will lead to greater customer
satisfaction and cost savings for PostNL.

Making things simpler

‘The Customer to Cash chain consists
roughly of four parts,’ explains Jeanettevan
Egmond, a Digital Sales consultant at
PostNL, who worked on the project with
over 100 colleagues. ‘Step one involves
registering agreementsinanew system for
contracts. Step two, the customer portal, is
aplatformforbusinesscustomerswhowant
to send mail and parcels. Customers can
now find their contracts more easily, and
they can also ‘pre-order’ parcels and mail.

The third step, the business counter, has a
more user-friendly system. We can now
send a confirmation to the customer
automatically, and forward all relevant
information to the invoicing system. The
final part involves the invoices and proved
to be the most challenging. We changed
both the content and the lay-out of our
invoices. They are now more transparent,
but the integration of systems led
occasionally to inaccuracies, and the
resolve of our customers was sometimes
put to the test. Ultimately, the Customer to
Cash project provides customers with a
better overview of their products, meaning
they can arrange their postal affairs quicker
and more simply than before.’
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Using artificial
intelligence (Al) in data
andalgorithmshelpsus
improve customer
services and drives
efficiencu.

Although we have seen improvements during the course of 2019,
providing customers with clear and accurate communication
remains an area that we are working on. Our customers have told
us that we can still do better. While our digital and data driven
solutions facilitate our customer interaction, we need to continue
to work hard to provide our people with the right information and
tools, enabling them to preventissues from happening, and
communicate timely and adequately if they do.

Cendris, whichis part of Mailinthe Netherlands, provides customer
care services for companies across the Netherlands as well as for
PostNL. Cendris's goal is to increase customer satisfaction by
listening carefully and being genuinely interested in its clients'
problems, while proactively offering innovative solutions. In 2019
the company continued to expand its operations, adding new
clientsandofferingadditionalservicestocurrentcustomers. Tohelp
manage future growth and due to challenges in finding new
employees, the company opened an office in Valencia, Spain.

We continued to develop our direct mail offering in 2019, working
to help customers make a stronger connection with their targeted
consumer group. Direct mail lets customers send a letter or
brochure addressed to their target consumer by name, creating
more personalised communication. It remains a powerful tool,
helping companies reach the maximum number of relevant
consumers. The response rate can be as high as 23%, and most
customers view direct mail as an indispensable link in their
marketing mix.

We also saw that the Mijn Post service in the PostNL app, which
providesuserswithanotification and digital preview of the mail that
will be delivered to them that day, continued to add value for users.
It creates a link between the physical and digital worlds and
increases the reponse rate to physical mail.

Lead through business model
INnnovations

We focus on accelerating the time to market of our innovative
solutions. At the same time, we regularly develop solutions directly
with customers. Our aim s to bring innovative value propositions to
the market.

We operate an InnovationStudio in Amsterdam, which focuses on
developing new business models and solutions toimprove our core
business processes, creating more certainty for our investments
andhelpingtopassonnewideastocolleaguesacrossthe company.
Currently, we concentrate on three innovation categories:
increasing profitability within our current business; generating new
business initiatives; and discovering future business opportunities.

Newideasare tried out during 3-month periods, with testing criteria
being strategic fit, desirability for customers, feasibility of
implementation, financial viability, sustainability and the 'awe
factor'. After three months, we decide if we move on or stop with
theidea. One example of aninitiative currently being piloted s 'low-
air packaging'. In this pilot, we identify the impact of low-air
packages on customer satisfaction and loyalty.

We continued to develop our online platformsin 2019, providing
business customers and consumers with a greater range of
productsand deliverysolutions whentheywant to ship their goods.
One exampleisourautomatic programmeinterface (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.
One example of an API service we offer our customers is detailed
below. Another is our Flora@Home initiative, which provides e-
tailers with an APl to connect to an international drop-shipping
platform within the large, but still undeveloped, online floriculture
market.

ForDutche-tailers,we provideanumber of APIsthatenhances their
order and delivery processing, improving service quality and
customer satisfaction. One example is an API called
Bulktimeframes, which helps the e-tailer better manage their
subscription-only delivery options, resulting in a more reliable
delivery service. Other APIs provide real-time data sharing based
on consumer input and validated and correct labels and
confirmations. This leads to more accurate deliveries, increases
customer satisfaction, and reduces customer support calls.
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We provide many thousands of customers with a broad range of
services and solutions, using logistical networks that range from
theverylargetothe small.Our Logistic Service Provider (LSP) teams
focus on digitalising and improving the IT operations of order
management, planning and field services, while helping to ensure
customer orders are connected seamlessly with the most suitable
network. As well as improving our service level, this creates
efficienciesandleadsto costsavings.In 2019, our LSPteams helped
introducing new handheld devices within our time-critical
networks, aligning the networks' IT and software with that of other
parcel networks. This will help us to connect customers with the
most suitable delivery network.

We use artificial intelligence (Al) across the company in a number
of areas, from process automation to robotics. But one of the most
important applicationsis in data and algorithms, where Al helps us
improve customer services and drive efficiency. One example is at
our retail locations, which in recent years have seen a hugerise in
the number of parcel deliveries and returns due to e-commerce
growth. In 2019 we introduced an algorithm that forecasts when
there will be a mismatch between expected parcel volume and
capacity within the retail network. This helps us spread parcel
distribution across retail locations meaning locations never get too
busy, and consumers are served faster.

We are increasingly using robotised operations across our
fulfilment operations, helping us to store and access our products
fasterand more reliably than when done by hand, and providing us
with greater control over deliveries. At our Houtenfulfilment centre,
for example, the robotised warehouse we installed in 2018 is now
fully operational. In 2019 we almost doubled the number of
customers who are handled using the robotic process.

We also continued our robotic automation researchin 2019, aimed
at using a robotic arm to move parcels from roll containers onto
the sorting machine, thereby increasing efficiency and reducing
the physical impact on workers who have to move the parcels
manually. While the technology is currently not good enough to
process the wide array of parcel shapes and sizes we deliver, we are
continuing to work with partners on developing solutions that we
can introduce across our operations.

As wholesalers and retailers optimise their sales channels, they
increasingly need state-of-the-art warehousing and fulfilment. In
2019 we began developing a second in-house fulfilment centre for
bol.com, one of the Netherlands leading e-tailers. This will help us
further improve delivery and cost efficiency for bol.com when the
centre goes live in 2020.
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MondZo

Customised delivery
solution for Dentalair

‘Ordered today, delivered tomorrow’ is a

promise PostNL keeps millions of times

every day. But it was a promise we didn't

always manage to keep for Dentalair, a 43
wholesale customer that sells to dentists

and dental hygienists.

Parcel returned

“Like many dental practices, many of our
customers are located in residential areas,"
explains David Jansen of Dentalair. “They
close at 5 pm, while PostNL frequently
delivers late into the evening. Parcels for
customers situated in those areas would
often be returned because they were
deliveredafterclosingtime.Initially, PostNL
providedatemporarysolution,wherewelet
themknowwhichordershadtobedelivered
before 5 pm, and they would send them
through their courier network. A good, but
expensive and complicated solution.
PostNL then adjusted their IT-systems, so
that parcels going to specific areas are sent
with a driver who delivers within opening
hours.”

No extra work

“PostNL did a great job. We're now able to
send all of our parcels together, and
PostNL's system automatically sorts them
so that the parcels to be delivered before 5
pm are matched with the correct driver. A
solution without extra work for us. Clever
how PostNL managed that.”



Social value

Weoperateinasectorundergoing profoundchange.Fromthe growth
in e-commerce to the transition in mail, everyone who works for or
withusexperienceschange.Ouraimistoengageourpeople. Together
we realise their full potential and make a difference to our customers,
while acting as a responsible employer.

g Social value

Engaged people Engaged people

65% 88%

2018:65% 2018: 88%




Performance summary

We are an important employer in the Netherlands and in 2019 we
began reinforcing this position by preparing for the integration of

ourpostalnetworkwiththatofSandd. The mergerwillhelpussecure
areliable, accessible and affordable postal service, with greater job
security forthousands of postal deliverers. Byworking together, our
people will help us to become the favourite deliverer. We expect to
finalise the integration during the course of 2020.

The transfer of our Parcels headquarters in Hoofddorp to our head
officein TheHague was animportanteventforourpeople.Creating
one headquarters stimulates cooperation between business units,
leading to greater knowledge sharing and the adoption of best
practices. It also helps to reduce costs. The relocation went
smoothly, with Parcels' employees positive about the clear
communication and warm welcome they received.

In 2019 our two key performance indicators, employee
engagement and employee loyalty, remained unchanged from
2018 at 65% and 88% respectively (excluding Sandd). Although we
did not meet our target of 66% employee engagement, we were
satisfied with the results. With the majority of our people working
in Mail in the Netherlands, we succeeded to implement many
important changes while maintaining the engagement of our
people. Forexample, finalising the roll out of the New mail route has
enabled us to offer our people contracts with extended working
hours.

In 2019 we started to measure engagement twice a year as we
introduced an updated methodology. We will introduce and report
on an updated employee engagement key performance indicator
in 2020, and we will stop measuring employee loyalty. We also
workedontacklingarange ofissues, such asthe employee turnover
rate. Atboth ourParcelsand our Mailinthe Netherlands businesses,
this resulted in a relative reduction in the short-term turnover rate
over the first 10 months of the year.

Absenteeism in 2019 dropped below the levels of 2018, at 5.4%
(2018:5.9%). We believe our increased focus on employee
retention and onboarding, as well as working to improve working
conditions in our parcel sorting and delivery centres, has helped
improve the absenteeismrate. We also sawadropinourrecordable
accidentratioin 2019, to 4.2 (2018: 4.7). This was due to greater
focusoninitiatives thatraise awareness of health and safety across
the organisation.

PostNL Annual Report 2019

8. Social value

In this chapter we explain the key elements of our strategic
execution based on the relevant social drivers. We have a clear
strategy to help our employees develop and feel engaged with our
company.

Similar to 2018, we provide direct and indirect employment to
around 50,000 people, around 73% of whom are our own
employeesandapproximately27%ofwhomareemployedthrough
contractedpartners. Forcomparisonreasons, thisnumberdoesnot
includedirectandindirectemploymentarising fromthe acquisition
of Sandd. We employ a relatively large number of people with a
distance to the labour market.

We aim to provide favourable work conditions for our entire
workforce, and in 2019 continued to focus on four pillars to make
this happen:

» Manage personnel capacity

« Strengthen employee engagement

« Stayhealthy

« Realise change

In addition to these four pillars, PostNL continues to focus on 45
improving its human resources support function with simple,

efficient processes and easy access to analytics and information.

Manage personnel capacity

We operate in a fast-changing logistics business, where being able
to manage and plan your staffing requirements is a key factor for
success. The tight labour market continued to contribute to a
complex situation in 2019. 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.

Preparationfortheintegration of Sandd beganin 2019 and will take
effectin 2020. As part of the Sandd integration, we offered all of
the company's approximately 11,000 mail deliverers jobs with
PostNL, with over 4,000 having accepted a position so far. We also
gave around 1,800 other Sandd employees priority when applying
for other positions within PostNL, and have welcomed
approximately 300 into the company. This offer remains open to
those employees who have not yet applied but may wish to do so
in the nearby future.
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New schedules for mail
deliverers

Ad van Gerwen has worked with PostNL for
more than forty years, and has beena

delivery team leader since 1999. We spoke
tohimto find out what his working life islike.

Difficult 'matching process'

" have a lot of responsibility, but also
freedom and variety. | can work from home
and | deal with topics related to customers,
mail and colleagues. I'm also in charge of
scheduling,andtheintroduction ofthe New
mailroute meanswe've created newrosters
for mail deliverers. This ‘matching process’
hasbeenachallenge,aswe'vehadtorepeat
the process for those Sandd deliverers who
started in February. This means current
deliverers were sometimes given new
routes, which was frustrating for them. But
|alsohaveto considerthe wishes of our new
colleagues. It isimportant to create
understanding. "

Team consultation

“On Fridays, me and the other team leaders
meet with our manager to discuss issues
such as the number of colleagues off sick or
the arrival of Sandd. As part of the
preparation process, | arranged meetings
with Sandd employees. On Saturday | visit
different locations in my region, and then |
visit people in the community to resolve
their complaints. Fortunately, | can recover
on Saturday evening, whichiswhen | get to
take it easy."

Those Sandd employees who chose not to apply for or accept a
position, have access to a redundancy programme. This includes
an outplacement programme, that provides access to specialised
job events around the country, and a social plan. We are also
continuing tohonourthe 25 socialworkplace agreementsat Sandd,
which account for 500 social work places.

We organised a number of activities to inform Sandd employees
about job openings and the way of working at PostNL. These
included over 175 tours of sorting sites, visits to 13 job fairs, holding
over 50 open consultation hours, meetings at our head office,
setting up call centres to answer questions, and taking over 30,000
calls. Our focus in 2020 will be on providing training to new
employees, and making them feel welcome. More information can
be found in the Sandd story box.

In 2019 we began tackling company-wide turnover rates in a
number of targeted areas, particularly among new hires in our
parcels business. Our research has shown that the first two months
are crucial if we are to retain employees. For mail deliverers, our
onboarding process now includes a mentoring programme from
day one. The mentor provides an introduction to the job and
answers any questions or concerns the new employee may have.
Additionally, we build up the mail deliverer's route slowly, so that
they begin with lighter mail packs. This led to a relative reduction
in the short-term turnover rate - within two months of joining the
company - at Mail in the Netherlands over the first 10 months of
2019.

At Parcels, meanwhile, the ongoing growth in e-commerce led to
the creation of new parcel delivery routes in 2019. This led to a
growth in our workforce, both internally and via our delivery
partners. We saw our parcel deliverernumbers grow by around 10%
during the year. While the tight labour market made it challenging
to attract and retain employees, we improved our retention rate
in 2019, which we believe is partly due to improved vocational
training, building up the delivery route of new parcels deliverersand
appointing andtrainingmentorsin our sorting and delivery centres.
At Parcels, we also saw a relative reduction in the short-term
turnover rate over the first 10 months of the year.

In 2019 we introduced an improved job listings website, which
presents the company in a more attractive way to potential
candidates and makes it easier to apply for jobs. This involved
renewing the site'slook and feeland improving the search function
for vacancies. The website is now mobile-friendly, more user-
friendly and aligned with our employer branding. We will continue
to optimise the site throughout 2020.
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Strengthen employee engagement

Ourdeliverers 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 adapting to
their needs is vital if we are to learn as an organisation, and help
them feel appreciated.

Employee engagementremainedunchangedat65%in 2019, while
employee loyalty also remained unchanged at 88%. We are proud
that we implemented many important changes while maintaining
the engagement of our people. In 2019, we changed the way we
ask our people for feedback, collaborating with a new external
service provider to help us better measure and improve our
employee engagement. We changed our methodology to obtain
more accurate information on the drivers that keep employees
engagedwiththe company, andthose that help them maintain fun
and energy in their job. This has changed over the last decade,
especially on how to attract and engage younger generations,
which is why we have updated our approach.

In order to be able to better steer on our employee feedback, we
decided to carry out our employee surveys twice a year starting
from 2019. This enables us to take follow up actions already
throughout the year. This resulted in the share of engaged
employeesincreasingfrom73.5%inMayto79.8%inOctober,which
is close to the benchmark figure in the Netherlands of 81.5%.
Feedbackaboutthe new systemhasbeenpositive, withemployees
noting that the questions are more connected to their work
situation and are easier to answer.

During the course of 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 to realise this. In
2019, we started rolling out a series of trainings and events to
strengthen this message.

Senior management was coached on the behavioural elements
included in the compass, so that they could create a better work
environment for their teams. We ran ambassador sessions and
training exercises, helping our people better connect with PostNL's
goal of being our customers' favourite deliverer. And we integrated
the orange compass behaviours into our business learning and
leadership development programmes.

Every quarter we recognise colleagues from across the company
who have carried out outstanding customer service by presenting
them with a CustomerFocus award. As well as recognising the
receiver's contribution to great customer service, the award also
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helps inspire others. Two of those recognised in 2019 helped our
customers in very different ways.

A mail deliverer helped ensure that funeral cards which were
missing envelopes could be delivered by tracking down the sender,
helping a family at a very difficult time. A customer service
representative calledthe emergency serviceswhenacustomershe
was chatting with became unwell. The customer, who is recovering
afteravisittothe hospital, called the representative to express their
gratitude.

Over the last few years we have evaluated collaboration between
delivery partnersandour parcel deliverers toidentifyimprovement
areas.In2019,43% (2018:43%) of our delivery partnersand almost
38% (2018: 36%) of their deliverers took part in the survey. The
results showed that 52% (2018: 51%) of the delivery partners and
66% (2018:63%) of the parcel deliverers are (highly) satisfied with
the collaboration with PostNL. The main areas for improvement
relate to communication (primarily on routes and compensation),
workload and process improvements.

Diversity and inclusion is an integral element of PostNL. We are a
reflection of society and we want to be a company our customers
can identify themselves with. We focus on creating a work
environment where everyone feels safe and is provided with
development opportunities to maximise their potential. Our
diversity policy is structured around six key themes: gender
equality, multicultural diversity, acceptance of the LGBTIQ+ group,
age differentiation, diversity in thinking power and helping people
regain access to the labour market.

In 2019, Dutch law makers voted to bring in a 30% quota for the
number of women on listed companies’ supervisory boards. We
already comply with this, with the percentage of women in our
Supervisory Board 43% at year end.

With a great variety of nationalities working at PostNL, we offer a
range of training courses. These include multicultural
craftsmanship, intercultural communication and the newly
developed diversity dive. These courses increase mutual
understanding and create greater cohesion within the companu.
We also look at multicultural diversity through our mobility
programmes and management development programmes, with
the aim of attracting more multicultural talent and better aligning
the recruitment of our traineeships. When we do identify
interculturalissues,internal specialistswork onacase-by-case basis
to address those.

Three networks are active within PostNL. The Women Inclusion
Network (WIN) has a proven mentoring programme, which
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The integration with Sandd

On 1 February 2020, the postal networks of PostNL and Sandd
became one, with mail across the Netherlands being delivered by
asingle, strong country-wide postal network. As director of Mail in
the Netherlands, Resi Becker is responsible for the integration. She
talks to Annemiek van Hoek-van Overdam, who made the transition
from Sandd to PostNL.

A necessary step

Resi has experienced many changes at PostNL. “I never get used
toreorganisations. All of the personal stories, in this case especially
from Sandd employees, continue to touch me. It was a necessary
step, but this integration impacts many people. Something
changed for everyone: for customers, as well as the employees of
Sandd and PostNL. This required flexibility from everybody
involved.”

Complicated puzzle

Annemiek used to work for Sandd and started at PostNL on

1 February 2020. While she heard that a number of colleagues had
problems with the schedule they were offered, for Annemiek it was
nota problem. “We did our best to ensure that the integration went
well,” explains Resi. “But it was a complex puzzle. Internally it was
mainly a lot of planning. We had to make new work schedules for
somany people, notjust the new colleagues from Sandd. It was not
always possible to honour the individual wishes of everyone.”

Customer remains central

PostNL had to consider many different interests and expectations.
“But the customer remains central. The integration was needed to
help us maintain a a reliable, accessible and affordable postal

service to offer our customers the quality that they expect from us.
So, while the integration did impact former Sandd customers, we
managed to make the change as smooth as possible, while still
maintaining high-quality delivery. And while customers from Sandd
did see changes, we have had a lot of contact with them to discuss
theimpact. Despiteitbeing apuzzle,|lamhappy that we have taken
this step. Andlam happy with all the new colleagues who now work
with us."

Key figures on the integration with
Sand§

« Job offers to Mail deliverers:
11,000 Mail deliverers (around 4,000 accepted)

« Other employees applying with priority:
1,800 employees (around 300 welcomed)

» Continued agreements with social work places:
25 social workplaces (around 500 employees)

« Activities:
175 tours on sorting sites, 13 job fairs, 50 consulation
hours and 30,000 calls through specially designed call
centre

» New business customers:
Close to 4,000 customers

« Extraclients for collect and/or delivery service:
Around 2,000 clients
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includes senior management acting as mentors for talented and
ambitiouswomen. Thisenablesthemtostrengthenandwidentheir
own network, while the activities organised by the network support
retention and allow women to informally discuss their ambitions,
therebyhelping PostNL with talentedwomeninincreasingly senior
positions. A new feature is the WIN development programme, in
which we help guide talented women along their career path. In
2019, we were presented with the Diamond Award based on our
results in the field of gender equality. At year end, 49% of PostNL's
workforce were women, while the percentage of womenin
management positions increased to 22% (2018: 21%). In senior
management positions, this is 27% (2018: 25%).

The PRIDE network actively campaigns for greater acceptance of
the LGBTIQ+ group. In 2019 PostNL participated in a number of
events, including at the annual PRIDE event in Amsterdam. Each
year we hold various activities and initiatives that contribute to
the acceptance of 'individuality'. The Young PostNL network
focuses on young talent within the company, and develops its own
events aimed at developing young talent within the company.

We also believe in the importance of knowledge sharing, and
actively work as a host with Diversity in Business, Talent to the Top,
and Agora, which promotes cultural diversity.

PostNL agrees on labour conditions with trade unions in three
different collective labour agreements (CLAs): Mail deliverers,
Saturday deliverers and other PostNL employees. In 2019, PostNL
agreed a new CLA with the trade unions, which took effect
retroactively from 1 January 2019. The CLA sees salaries increase
by atotal of 3% over 2019 and 2020, with employees also receiving
aone-off payment in January 2020. In addition to the CLA, PostNL
hasalsoagreed onaSocial Planwith alltrade unions. This cameinto
force in 2016 and expires at the end of 2020.

In 2019 we also changed the contracting model we usein our parcel
sorting centres,toensurethatallsorting staffare paidinaccordance
with our CLAs. While we consider the old model to be legal, the
change means we introduce greater transparency to the public
debate about contracting.

Duringthe yearwealsocompleted checksintowhetherourdelivery
partners pay their deliverers in accordance with our CLA. This was
done as part of our focus on being a good employer and to reduce
liability.

Our People Development function advises the business on
individual and collective development opportunities. We develop
initiatives in co-creation with the businesses to stimulate and
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support learning and performance improvement in line with the
critical transformation needs within the company.

In 2019, the main elements covered were agile working, customer
experience and digital transformation. We changed our approach
to the development of learning from a centrally-developed
curriculumtoamodelwherethebusinesshasgreatercontrol,based
on their individual needs. PostNL offers learning and development
opportunities foremployees at all levels of the organisation, and for
allskillsets. Forexample, we offerlanguage training, logistics college
education programmes, as well as leadership and talent
programmes.

We use cyclical performance management to help us monitor the
development of our employees in a collaborative and transparent
way. In 2019, we ran a successful pilot with around 300 employees
from different business units, and we used the results to optimise
our approach during the year. Based on this, we aim to deploy the
new performance management approach in 2020 for employees
in scale 5 and above.

Tohelp secure people’'semployability, we have created a dedicated
learning environment. This online environment, called ‘Mijn
Leerplein’, offers content from third-party knowledge providers, to
ensure we have a broad and up-to-date range of training courses
on offer. 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.

To support anytime and anyplace learning, the expectation is that
mobile learning will continue to grow. In 2019 we began a pilot for
all new mail deliverers using the Knowingo app, which provides a

highly interactive training on mobile devices. We will roll this out for
otherdeliverersin2020. This willalign with the broader trend across

We focus on
creating a work
environment where
everyone feels safe and
has development
opportunities to
maximise their
potential.

49



50

8. Social value

Frommaildeliverertotruck
driver

After 20 years of delivering mail, Tineke van
Bloemsma-van Dijk was ready for a new
challenge. She worked with HR to develop
alearning path,andbefore long she had her
heavy goods vehicle (HGV) license. Now,
she delivers parcels for PostNL throughout
the Netherlands.

Whuy a truck driver?

“My husband has an HGV licence and he
suggested taking a test lesson on a truck,
andafewdayslater|wassitting behind that
big steering wheel for the first time. Then |
heard through HR about a position with
PostNL Transport. | applied and was hired.
They even paid for my driving lessons and
helped me to become a truck driver.”

How do you like it?

“Inthe beginninglfeltabit clumsy. Itis quite
something to be in charge of a 17-meter
long truck. Fortunately, a colleague joined
me on journeys for the first two weeks,
which helped. Although | drive on my own,
| don'tfeellonely. Everytrip Italk to different
customers and if | have time, | take a break
atthesorting centre wherelsee colleagues.
I now work 32 hours a week instead of 20
andearnmore,sothat'salsoanadvantage.”

Surprise!

“Intheareawhere | mostlyworktherearen't
many female drivers. I'm a small woman,
most people expect a big man. Most
customers are surprised when they see me
step out of the cabin. But in a nice way.”

society where people increasingly use online platforms and apps
that give them greater control over their lives. In 2020 we will also
focus on developing digital skills of our workforce, to be fit for the
future.

Our annual talent review process is the basis of our leadership and
talent management approach. It addresses the performance and
potentialof ouremployeesonanindividuallevel. Focusing ontalent
management enables us to retain talent and identify areas to
attract (more) talent. After identifying our talent, we develop and
challenge them in new jobs and roles, while planning ahead for
the needs of key positions. An example of pipeline development is
our talent-pool for logistics talent. PostNL also runs traineeships to
develop new leadership talent. PostNL employed almost 90
trainees in 2019, with around 25 moving into a position within the
companyduring the year. We expect around 30 new trainees tojoin
the programme in 2020.

Stay healthy

Healthy employees are central to a well-functioning company. At
PostNL, a pre-condition is providing a work environment where our
people feel safe.

We use the absenteeism rate and recordable accidents rate to
measure the health and safety of our people. Over the course of
2019, absenteeism was below the levels of 2018, at 5.4% (2018:
5.9%). We believe our increased focus on employee retention and
onboarding, as wellasworking toimprove working conditionsin our
parcel sorting and delivery centres, has helped to lower the
absenteeismrate.

During 2019 we implemented a number of initiatives to help lower
absenteeism, and help speed up the reintegration process after a
period of absence. We achieved this by providing training on
absenteeism prevention to our operational managers and HR
business partners. We also introduced coaches at our head office
to provide psychological support for anyone who needed it, and
provided information sessions on psychological absenteeism.

Ourrecordable accident ratio declinedin 2019t0 4.2 (2018:4.7), as
we focused on initiatives that raise awareness of health and safety
across the organisation. While the decline is positive, we continue
our work to improve it even further.

Despite our ongoing focus on safety, it is with regret that we have
toreport three occupational fatal accidents (2018: two). The three
fatalities, which included civilians and people who work with or for
us, occurred in traffic accidents, involving our own vehicles and
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those of our delivery partners. These events are tragic and we
remain determined to prevent fatalities.

Working under extreme heat conditions

In the summer of 2019 an orange alert was put in place across the
Netherlands due to extremely high temperatures. This made it
difficult for those working in operational roles across the company,
which is why we introduced a number of additional measures to
protect the well-being of our people.

We advised mail deliverers not to deliver between noon and 14:00,
the hottest period of the day, and gave them the option to deliver
in the evening from Tuesday to Friday. They were also advised to
take extra drink breaks and re-usable water bottles have been
provided to all mail deliverers.

At our Parcels' sorting and delivery centres, extra breaks were
introduced during the hottest moment of the day, while deliverers
could choose themselves when to take an extra break. We also
bought over 280 new vans with air conditioning in 2019, making
the delivery process more comfortable for van drivers.

New requirements on parcel weight

During the course of 2019 we made changes to our transport policy,
introducing a €2.95 surcharge on parcels that weigh above 23 kg.
Ouraimistocutthenumberofoverweightparcelsfromournetwork,
helping to reduce the impact heavy lifting has on our sorters and
deliverers. In specific cases we have made one-on-one agreements
with customers, with one now splitting their heavy parcels into two
parts. This policy applies to all new contracts, with standing
contracts respected until their end date.

Realise change

Our focus is on optimising our logistic processes while creating a
harmoniousworkenvironment.In2019, forexample, we were again
ranked highly for our social performance in the Dow Jones
Sustainability Index (DJSI), showing a strong improvement of
around 10% in our social dimension score compared to 2018. By
investingin sustainable employability andfocusing on diversity, we
believe we make the organisation stronger and create an
environment in which people want to work.

Moving from contracting to temporary workers

In order to provide clarity and leadership in the discussion on
contracting, we have decided to stop employing workers on a
contractingbasiswithinourparcelsortingand delivery centres. This
means thattemporary workers willbe paid based on our company's
collective labour agreement. We started this change programin
2019 and expect to have this fully implemented in 2020.
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“ Ouraimisto cut
the number of
overweight parcels
from our network,
helping to reduce the
impactheavylifting has
on our sorters and

deliverers. ’,

Re-matching working packages

In June 2019 we introduced the New mail route. One of the things
this enabled us to do was provide employees with additional
working hours (see the 'New schedules for mail deliverers' story
box). We developed a process to match around 27,000 sorting and
delivery employees with a new schedule, taking into account
logistical changes and employees' personal circumstances.
Introducing the new schedules led to only 0.2% official complaints
from employees, which were discussed and resolved in close
collaboration with a commission consisting of an independent
chairman, deputies of the company and the works council. We
believe our careful preparations and communication efforts
contributed to the success of the implementation, and helped us
maintain our employee engagement score year-on-year.

Focus on internal mobility

In 2019 we paid more attention to the internal mobility of our
people, in particular those colleagues in Mail in the Netherlands
whose work is impacted by volume decline. A key element in our
approach is careful communication about the reasoning behind
changesin our organisation. In the early stages of restructurings or
reallocations we involve employees in our plans and start
conversationsoninternaljob orretirementpossibilities. Viaourown
Mobility Office we give our employees an insight into internal
vacancies and help them to gain the necessary knowledge. As a
result of the strong growth across parts of our business, new and
interesting positions are opening up. This is one of the reasons we
actively stimulated voluntary internal mobility through internal
recruitment campaigns.
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Our commitment to respect 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

Human Rights in our policy

Stimulate trade union and works council participation; work conditions;

Collective labour agreements
Business principles Slavery; diversity
PostNL Group Statement on Slavery and

Human Trafficking Slavery

Freedom of association, work conditions; equal opportunities;

PostNL Procurement policy
Diversity & Inclusion Policy
PostNL pride network Stimulate LGBT acceptance
Woman Inclusion Network
OHSAS 18001 certification

Complaints and support processes

Work conditions

equal opportunities; remuneration; working hours and rest

remuneration; working hours and rest
Freedom of thought, conscience and religion; equal opportunities

Support women in equal opportunities

Freedom of opinion and expression

endorse the UN Guiding Principles on Business and Human Rights.
In 2019 we updated our Human Rights policy based on identified
improvement areas. Adding Human Rights as an explicit topicin
the annual risk assessment cycle of PostNL. Alithough Human
Rightsin such has not beenidentified as key risk, we take action on
Human Rights for our own people and the people working for us.
In addition, we assess Human Rights risks of suppliers following a
risk-based approach.

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

Art. 18

Art.23.1

Art. 19

1 Universal Declaration of Human Rights
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Contributing to a liveable society

We believe in giving something back in addition to our business
activities. Our sponsorship policy aims to help people who need
extrasupportto stay connected with society. This sponsorship also
means we can provide our employees with an opportunity to give
greater meaning to their jobs. We choose initiatives where we can
add value, making use of our people, networks and competencies.
Our employees spend time on a voluntary basis and we donate
the use of our materials, equipment and networks.

Free delivery - Stichting Jarige Job

In 2019 we again worked with Stichting Jarige Job, afoundation that
provides very poor children in the Netherlands with a gift box on
their birthday. Throughout January each year, people can give gifts
they want to donate directly to the parcel deliverer, or drop them
offataretail point,and we then deliver them free of charge to Jarige
Job. In 2019, we delivered over 80,000 presents.

National Elderly Fund

In 2019 we again delivered free Christmas cards to health
institutionsand over 6,000 primary schools across the Netherlands,
asking everyone to write to a special someone who deservesalittle
extra attention during the festive season. This was the fifth year we
have carried out the initiative, which resulted in us delivering
180,000 Christmas cards to elderly people.

National Coalition against Loneliness

We signed an agreement to join the National Coalition against
Loneliness, whichisacollaboration of companies, socialinstitutions
and governmental institutions focused on reducing loneliness
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among elderly people. It is estimated that around 700,000 elderly
people in the Netherlands feel lonely. Through our presence in
theheart of society,and the growth of our health activities, we have
a great deal of contact with the elderly in their homes and want to
help make a difference.

Orange action week

Each year participants in the PostNL management trainee
programme are asked to leave a 'footprint' following their time in
the programme. Inspired by the introduction of our Orange
compass, the focus in 2019 was on our connection in society, and
the trainees chose to organise the Orange Action Week' in May.
During the week, hundreds of PostNL employees dedicated
themselves to around 20 charities, ranging from collecting for local
food banks to organising a sports and culture day for children who
liveinanasylumseekers'centre. Inaddition to delivering over 2,000
special moments, participants also raised more than €12,000 for
charity. The Orange Action Week will take place again in 2020, with
volunteers from across the company.

King games

Once again, we delivered the King's Games Sports and Party Parcel
to all primary schools that participated in the 2019 King's Games.
For the seventh year in a row, we made sure that the more than
6,000 parcels made it to participating schools in the Netherlands.
And in cooperation with the Foundation for Dutch Education
Abroad, we also took care of the distribution to Dutch schools
abroad that celebrate the King's Games.
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As a logistics service provider, we are aware of the impact we have on
the environment. Which is why we are working with our employees,
our customers, our partners and our suppliers to make the supply
chainmore sustainable. Thiswillhelp usachieve our goal of becoming
an emission-free last-mile delivery service provider in the Benelux by
2030. Benefitting them, benefitting us and benefitting the
environment.

Environmental value

Y

=~ Environmental value

Emission-free delivery Emission-free delivery

(8%) 19%

2018: (2%) 2018:17%




Performance summary

In 2019 we submitted our science based targets (SBT) to the
Science Based Target initiative (SBTi) for review and approval.
The SBTi confirmed that our targets, which we set in 2018 with
the aim of decarbonising our business towards 2030, contribute to
achieving the Paris Climate Agreement. These targets include our
aim to reduce CO, emissions across all our operations, including
outsourced road and air transport.

During the year we successfully issued a €300 million Green Bond.
The proceeds will be used during the seven-year bond period to
support our sustainability goals of becoming an emission-free last-
mile delivery service provider in the Benelux by 2030. We also
introduced two new KPIs, aimed at driving our emission-free
deliveries. The first measures our share of emission-free delivery
of parcels and letters in the last-mile in the Benelux. The second
measuresthe reduction of CO, emissions per km we have achieved,
compared to our 2017 base year. We monitored our progress
compared to 2018 and developed an action plan aimed at
increasing the share of emission-free kilometres.

We have started to monitor progress on our relative CO,emissions
per kilometre for all our own operations, compared to the baseline
year 2017. And we have developed a detailed action plan to meet
our long-term target of an 80% reduction in our relative impact by
2030 compared to 2017.

However, since 2017 we have faced a number of challenges in this
area, mainly related to the extension of lease contractsand the lack
of availability of low-emission vehicles with the right specifications
forour operations. In 2019, this resultedin a 6% increase in our CO,
emissions per kilometre compared to 2018, and an 8% increase
compared to our 2017 base year.

To overcome these issues, we are initially looking into scaling up
the use of sustainable fuels, which for diesel and liquefied natural
gas (LNG) are onlyjust startingtobecome available onalarge scale.
Looking furtherahead, we expect to make significant steps towards
the electrification of our car fleet, which we expect to resultin major
improvements in around five years time.

In 2019, 19% of our last-mile kilometres related to the delivery of
mail and parcels were transported emission-free. This includes
the relevant kilometres of our delivery partners. This is a slight
improvement compared to 2018, as we started to phase in electric
vehicles across our fleet on a small scale, increased our e-bike
logistics and expanded our fleet of electric scooters. We foresee
marginal improvements in the coming years as we prepare our
infrastructure and test the use of electric vehiclesin our operations.
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Although we plan to scale up our electric fleet as soon as we can,
we expect to see alarge-scale transition across our own fleet and
those of our delivery partners starting in 2025.

To support our emission-free journey, in 2019 we introduced Zero
2030, a programme consisting of specific projects that contribute
to us reaching our 2030 goal. For each project, we detail the short-
and long-term environmental benefits and actions. These include
specific goals set for individual parts of the business and general
company-wide targets. We also launched and began to develop
more than 40 different initiatives covering our main networks. We
monitor progress and steer on our zeros to achieve our goals.

In relation to our goals on sustainable city logistics, we operate
electric distribution from three of our parcel sorting and delivery
centres,andhave expanded our City Logistics programme, with (e)-
bike delivery taking place in 12 cities across the Netherlands. For
2020, we are introducing a KPl on sustainable city logistics linked to
the percentage of city centres we deliver to emission-free, based
on our goal of 25 city centres by 2025.

In 2019 PostNL was again ranked in the top-three sustainable
companies worldwide in the transport and logistics sector by the
Dow Jones Sustainability Index (DJSI). This benchmark evaluates
listed companies on economic, social and environmental
transparency and performance.

We steer on our strategy through our relevant drivers, as explained
in the chapter 'Our strategy'. In this chapter we explain how our
drivers help us achieve our strategic objective, which is to reduce
ourenvironmentalimpact.Foreachdriverwe provide examplesthat
illustrate the events, initiativesandrelated outputsthat contributed
to our performance.

Green innovations and efficiency

Creating a more sustainable delivery company means looking for
new ways to cut emissions, increase efficiency, and develop fresh
solutions. In 2019 we took a number of steps to improve
sustainability across the company, including introducing our first
GreenBond, whichwe willuse tofinance eligible green projects. We
alsoestablished Zero 2030, whichwillhelpincentivise peopleacross
the company to look for ways to increase efficiency and promote
sustainability.

In 2019 the Science Based Target initiative (SBTi) verified and
approvedPostNL's CO,emissionreductiontargets, whichisacrucial
step in our sustainability journey. Our SBTs are the cornerstone of
our sustainability agenda, and reducing and preventing the
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environmental impact of both our own and outsourced operations
is vital if we are to realise a sustainable business in the long term.
The targets validated by the SBTi absolute CO, reduction from our
own operations (scope 1 and 2) of 60%, and relative reductions of
80% per kilometre driven. These scopes include all of our own
operations, but not the operations of our delivery partners. They
alsoinclude scope 1, 2, and 3 reductions of 18% by 2030 for all
transport, including outsourced road and air transport. These
reductions are a vital step in achieving our objectives.

In September we raised €300 million through the launch of our
Green Bond, a transaction that underscores our commitment to
becomingatrulysustainable e-commercelogistics provider. We will
use the net proceeds towards supporting current and future green
projects. These will include green kilometre initiatives, which are
focused on clean transportation through investments into electric
and hydrogen-based vehicles; creating sustainable buildings,
which are energy efficient and have a minimum level of BREEAM
NL Excellentcertification orequivalent;andthroughinnovationand
efficiency measures, which willinvolve financing renewable energy
projects, establishing direct purchasing contracts from renewable
energy producers, and looking at investments into developing
renewable energy technologies, specifically wind energy and solar
panels.

Our Green Bond Framework will contribute to our sustainability
vision, and the investments we make as a result of it will contribute
not only to our own sustainability targets, but also to the
Netherlands’ national climate goals. Ultimately, these will help
advance the United Nations' Sustainable Development Goals
(SDGs), including SDG 7: Affordable and clean energy industry, SDG
9:Innovation andinfrastructure;and SDG 11: Sustainable cities and
communities.

In 2019 we implemented internal carbon pricing, which puts a
monetary value on greenhouse gas emissions. This means that
when submitting investment decisions, management will be
required to take into account the financial impact of CO,emissions
arising from that investment, based on an internal price per tonne
of CO,. We believe this will help us better understand and react to
climate-related business risks by making sustainable initiatives
moreattractivethancheaperbutlesscleanalternatives. Ultimately,
thiswillhelpusachieve our CO,reductiontargets, creatingacleaner
and more sustainable company.

A 2019 IPC study concluded that consumers are becoming
increasingly concerned about sustainable packaging in the e-
commerce sector. Parcels sent by our customers often contain too
much air, and transporting air is inefficient and unsustainable. In

2019 we began implementing ways to reduce air in parcels sent
through our network, while continuing to develop other sustainable
packaging solutions.

At our fulfilment centre in Houten we worked with two customers
to develop smaller packages for their products. In addition to
reducing air, properly sized packaging also has other benefits. One
is that it leads to greater consumer satisfaction, which is also an
attractive benefit for e-tailers. Another is that it is easier for us to
transportsmaller packagesbye-bike and other sustainable options,
such as e-cargo bikes.

Basedonaninitiative ofthe Children's Council (Raad vanKinderen),
we worked with primary school kids to develop a reusable parcel
delivery bag called Orange Back. The bag can be reused up to 1,000
times, giving it the potential to save over 130 kilogrammes of
cardboard. It is also convenient for consumers, who can return it
directly to the deliverer. We began testing the bag with two sports
retailersin 2019, and will continue to develop the product going
forward.

Another reusable packaging solution we refined during the year is
the fashion pack, a specialised packaging solution tailor-made for
the fashion sector. We increased the sustainability of the material
the fashion packis made fromin 2019,and aimto create renewable
packaging in the near future. The fashion pack can be re-used and
vacuum-sealed by the consumer if they choose to return the
product, reducing packaging material and air in packaging.

In 2019 we continued to develop our Green Post offering, which lets
customers offset their carbon footprint through sustainable
investment, by optimising the CO, credits and investments in
sustainable projects we use to offset the carbon emissions.

Green Post customers can use a calculator to work out the CO,
emissions of their mail and parcel shipments, and can then choose
if they if they want to offset those emissions. Benefits include
investingin sustainable projectsand, forbusiness customers, being
able toinclude the CO, compensation in their sustainability report
orannual report.

We double the first £€50,000 that customers offset and donate our
contribution to Natuurmonumenten, an organisation that buys,
protects and manages nature reserves in the Netherlands.

Green kilometres

We deliver to every address across the Netherlands and Belgium.
But simply delivering is not enough. Our goal is to deliver mail and
parcels as efficiently and sustainably as possible. In 2019, for
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example, 19% of our last-mile parcels and mail delivery in the
Beneluxwasdonewithzeroemissions:onfootorbybike.Elsewhere,
we continue to expand our biogas and electric vehicle fleets.

With the majority of our last-mile mail delivery done on foot or by
bike, andtherefore emission-free, our main challengeisto grow our
green credentials in our Parcels business. However, strong e-
commerce growth means we sometimes have to investin options
that are not as sustainable as we would like. In 2019 we acquired
transport company Mostert Verkerk, increasing our fleet of diesel
trucks. We remain dependent on our delivery partners, the vast
majority of whomuse dieselvehicles. Andwerelyonmanufacturers
being able to produce vehicles to the correct specifications at
economically viable prices if we are to electrify our fleet. Despite
this, we expect asignificantscale up inthe electrification of our fleet
in the coming year.s

Sustainable delivery fleet

In 2019 we continued to expand our own fleet of biogas and electric
vehicles, and now operate 846 biogas vans across our operations,
450 e-bikes, 214 e-cargo bikes, 235 electric scooters and 67 electric
delivery vans. By year end, around 45% of our own fleet of delivery
vans was running on biogas or electricity. In 2019 we decided to
replace 300 scooters for cleaner versions, and began a hydrogen
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vehicle pilot. Vehicles run on hydrogen fuel cells are cleaner and
more efficient than their combustion engine equivalents. And by
year end, we had expanded our electric delivery fleet in Aimere.

Asdieselandbiogasvansneedreplacing,weaimtoswitchtoelectric
vehicles. In order to meet our goal of 60% of our fleet running on
electric orrenewable fuels, we are looking into opportunities to use
bioLNG (bio liquefied natural gas) and biodiesel, as well as biogas .
Ourinvestment programme isaimed at meeting the Science Based
Targets we have set for 2030. We are also improving the
sustainability of our truck fleet, as transport between our sorting
centresaccounts for a substantial part of our emissions. By the end
of 2019, we had 22 trucks running on LNG, which has lower GHG
emissions than diesel. We willadd at least 25 LNG trucks to our fleet
in 2020.

Increasing the sustainability of our delivery partners' fleet is more
difficult, as we have less control over when or if they switch from
diesel to less polluting options. However, in 2019 we worked with
delivery partners to reduce the number of inefficient journeys they
make, such as with half-empty vans, as we learned from data
insights that 40% of CO, emissions come from the 20% most-
inefficient journeys.

*' i T
ﬁﬁ Densely populated areas
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Delivering 10,000 parcels
by bike

For Amsterdam consumers ordering from
bol.com, same-day delivery, or even an
extra-fast two-hour option, is becoming
the norm. And if that wasn't enough, many
of the parcels are now delivered
sustainably. Since 2018, PostNL has run a
delivery trial across the city using e-cargo
bikes, and towards the end of 2019 the
servicedeliveredits10,000th parcel.Project
manager Boy van der Velden explains.

Fulfilment centre
“Ifyouliveinsidethetrialareain Amsterdam
andplaceyourorderatbol.combetween 10
am and 7 pm, you can choose to have your
order delivered within two hours. Or any
two-hour timeframe that same day. This
super-fastdelivery optionappliestoaround
10,000 items we have stored at a joint
fulfilment centre on the edge of the city. As
soon as bol.com receives an order, they
prepare the package and hand it over to us.
We are responsible for planning and
executing the delivery.”

Sustainable

“The service is fast and sustainable,” Boy
continues. “We deliver everything using e-
cargo bikes. And we see that other
companies are enthusiastic about our
approach. We started another trial with
Nespresso, delivering capsules from a
Nespresso shop using e-bikes, and
delivering and returning reusable bags for
used capsules. This helps PostNL and
Nespresso work towards their green goals.”

City Logistics

One of our objectives is to deliver emission-free in 25 Dutch city
centresby 2025, whichweviewasanimportant step onourjourney
toachieving our 2030 science-based targets (SBTs). But how do we
make sustainable city logistics a reality? Our answer is innovation
and cooperation. We hold discussions with a range of interested
parties, including local and national governments and citizens
groups, to look into how we can avoid delivering in certain areas,
such as schools, at certain times. Or how new neighbourhoods can
be built to make parcel delivery as easy as possible.

Since 2017 we have been delivering business goods emission-free
in Amsterdam city centre working with a partner that creates hubs
for sustainable city distribution. In 2019 we expanded this
partnership, opening sustainable delivery hubs in Groningen, The
Hague, Maastricht, Utrecht and Nijmegen. The result is electric
delivery for a range of business goods across six Dutch cities, and
atotal fleet of 57 electric vans. Winning the tender to operate city
logistics in The Hague was an important milestone, as this tender
was backed up by severalimportant parties. We further developed
our bike delivery network across the Netherlands, expanding to 12
cities by the end of the year.

Each year we look at the most relevant market developments and
change our focus accordingly. Going forward, we will continue to
expand the number of cities we deliver to emission free, while
working toreduce congestion and transportjourneys, and improve
the air quality of cities. In 2020 we will begin using Amersfoort as
our test marketplace for electric distribution, and will introduce
testing of emission-free vans with our delivery partners, in Belgium
and across our other networks.

Sustainable buildings

In the future, we want all of our buildings and sorting centres to be
either CO, neutral or CO, positive. By 2019, 18 of our 25 parcel
processing and distribution centres had been fitted with LED
lighting, while 24 produced renewable energy through roof-fitted
solar panels. Our mail sorting centres were already equipped with
LED lighting before the start of 2019. We installed building
management systems at two of our centres, which will enable us to
reduce our energy consumption.

New parcel processing and distribution centres

The three parcel sorting and distribution centres that we opened
in 2019 were awarded the BREEAM certificate 'Outstanding’. We
achieved this rating by investing in the most sustainable building
materials available, installing waste heat recovery systems, and
placing around 950 solar panels on the roof of each sorting centre.
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Making The Hague a cleaner, less congested city

A100% emission-free logistics hubin The Hague. That was the goal
of the city of The Hague following a tender in 2019. And in
September, PostNL and four other partners were awarded the
contract, which they will operate under the name SimplyMile The
Hague.

SimplyMile

Rianne van der Giessen is Post & Logistics category manager at
the government department involved in exploring the initial
options. “The government wants to contribute to a more
sustainable, social and innovative Netherlands. The agreement
with SimplyMuile fits well with this strategy.

First, a logistics centre is created on the outskirts of the city, where
goodsarereceived,storedandbundledfordeliverytothe city. Next,
the products are combined in one shipment and delivered by
PostNL using electric vehicles. By bundling goods from different
suppliers, fewervehicles have to make the journeyinto the city,and
so fewer kilometres are driven. This makes the city centre cleaner,
more accessible and safer.”
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Aswellasdelivering emission-free, PostNLalso picks up cleanwaste
streamsthatcanbereusedasrawmaterials, suchas coffee grounds,
citrus peels, packaging materials and coffee cups, taking them back
to the hub.

Just the beginning

So far, SimplyMile operates in Amsterdam, Groningen and
Nijmegen, but it has the potential to grow, Rianne says. “If other
cities can follow this example, it will help the Netherlands achieve
its climate targets faster.”

Peter van Boven, a logistics contract manager who was involved
inthe tender process, agrees. “In the tender phase, | was a material
expert and assessor. The SimplyMile consortium are providing
services that can help with some of the environmental issues we
are facing. For example, the new hub can save 3.4 kilograms of
particulate matter every year. That is equivalent to a hundred
delivery vans that drive around for a year. And they can also save
25,000 kilos of CO,, which is the equivalent of flying 175 times from
Amsterdam to Paris.”
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Sustainable packaging

Surprisedwhenyou ordera T-shirt or fitness
watch and they arrive in an oversized box?
Many of us are, which is why PostNL and
sports chain Decathlon are working to
develop customised packaging and other
sustainable solutions, aimed at reducing
Decathlon’s environmental footprint.

A clean environment

“We want people to be able to exercise
outside comfortably, which is why we want
to contribute to a clean environment,” says
Roeland Vervloet, ‘sustainability leader’ at
Decathlon Netherlands. Decathlon and
PostNL have worked together since the
sports chain launched its webshop in 2013.
“PostNL has a good image, which is key to
working with them. And we both agree that
we cansendgoodsinamore environmental
friendly way,” Roeland explains.

Smaller packaging

One way to achieve this is by sending
articles in smaller boxes. Roeland: “Larger
boxes don't help anyone. The consumer
doesn’t want the cardboard, and bigger
boxes mean more journeys to our
distribution centre, increasing CO,
emissions. One of the solutions we now use
is machines producing made-to-measure
boxes, meaning packages that fit the
order.” Reusable packaging also reduces
waste. Roeland: “The challenge lies in
getting consumers to return the packaging
after they've opened the bag, but we are
looking at ways to solve this.”

On average, LED lighting cuts energy consumption by 50%
comparedtohalogenlights. During the year we continuedto switch
to LED lighting across our operations. Of our 25 parcel sorting and
distribution centres, seven were fully equipped with LED lighting
and 11 had LED lights fitted in the production hall by year-end. Six
centres will have LED lights installed in their production hallin the
first quarter of 2020.

In 2019 we placed over 5,500 panels on the roofs of six of our parcel
sortinganddistribution centres, bringing the totalnumber of panels
on our 24 parcel centres to just over 25,000 by year end. In total,
these panels produced around 6 million kwh over the course of
theyear,equatingtoaround43%ofthe centres'totalannual energy
consumptiononlighting. Forthose centresthat had solar panels up
andrunningfortheentireyear, thisfigureroseto47%oftheirannual
energy consumption on lighting.

Moving towards emission-free deliveries involves more than just
introducing electric vehicles. We also need to update and adapt our
infrastructure. Across a number of our sorting and delivery centres
we have commissioned and begun constructing loading docks for
e-vehicles. At our Amsterdam centre, for example, we have
completed preparation for 48 docks, 24 of which are live. At our
centre in AlImere we have prepared 83 docks, 30 of which are live.
And at our Dordrecht centre 60 docks have been prepared, with
the first set to go live in 2020. Going forward, we will continue to
work on bringing additional docks live, including at our centre in
Tilburg where we have just completed the design phase.

Sustainable value chain

Poor sustainability performance cantranslate into reduced growth
and unhappy stakeholders, and we know that transitioning to a
decarbonised businessis vital if we are to have a license to operate
in the future. While part of this transition can be driven by PostNL,
we are also dependent on external developments. For example,
the speed with which electric trucks and vans are widely available;
the implementation of a stable, Benelux-wide electric charging
network; and the impact that air freight has on our scope 3 CO,
emissions. To help solve these issues, we need to work with our
customers and partners along the supply chain, looking for ways to
reduce socialand environmental costswhileimproving efficiencies.
At the same time, we need to invest in developing technologies to
help accelerate the rate of change.

One example of this is the BigMile project, which we beganin 2018
and expandedin 2019. BigMile enables us to analyse how effective
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our CO, measurements are, and then inform customers such as
webshops and e-tailers of their own CO,impact, all the way down
to the level of a single delivery. This lets us gather a range of useful
datathataids usinourdrive toreduce delivery inefficiency. In 2019,
we focused onimproving our data qualityandaligning our data with
the systems of BigMile. This will provide a basis for further analysis
in 2020.

While product development business cases have primarily focused
on revenues to cover development costs, customers and other
stakeholders are increasingly looking to measure and understand
otherimpact areas.

In 2019, we carried out a pilot project to obtain insights into the
impact of two initiatives: reverse logistics and reducing air from
parcels. We worked together with specialised consultants to
develop a methodology to measure broad economic, social and
environmental impact, which we tested on the pilot initiatives.

Based on a prototype model, we gained valuable quantitative and
qualitative insights into the potential to maximise customer value,
while reducing costs and environmental impact. One of the main
conclusionswasthattorealise ourimprovement potential, we need
to collaborate with partners along the value chain. Going forward,
we will consider how best to follow up on the pilot project, with
the aim of helping the company make better decisions based on
comprehensive short- and long-term impact.

We are the founding partner of Shopping Tomorrow, a network
platform in which we participate in different expert groups to
discuss future consumerbehaviourandimpact onthe e-commerce
sector. Anotheris our collaboration with customers such as bol.com
in our shared local warehouse in Amsterdam, from which we offer
2-hour bike delivery on a range of goods across the city. As well as
offering a better customer experience, this provides solely
sustainable last-mile delivery.

In 2019 we alsoincreased our focus on lowering the emissions from
air freight, by working with our suppliers to select and purchase
the most sustainable transportation option. At Spring, we began
developing a CO,-offset programme that lets customers select a
sustainable option when they purchase a product, which offsets
the products CO, footprint.

For 2020, we will start collaborating with the startup IM Efficiency,
with the aim to equip some of our large delivery trucks with solar
panels. The energy produced can be used in different ways, such
asin the driver's cab and (un)loading the truck. The expectation is
thatthisenergyproduction enables usto save upto 5% of our diesel
consumption per truck.
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A good returns policy is
essential

With 67% of consumers looking at a
webshop's returns policy before they buy,
and a solid policy increasing the chance of
arepeat purchase, a good returns policy is
essential for every e-tailer. Peter Blaas, co-
owner of PerfectlyBasics.nl, likes to prevent
unnecessary returns, but acknowledges
that the fashion industry has an above-
average percentage of returns. "It's just part
of the business that we operatein,"he says.

Well-informed customers

“We sell high-end women's clothing,
photographed on models and beautifully
presented in our webshop. And we provide
alot of information about the product. The
betterinformedyour customer s, the fewer
returns you will receive."

Keep moving

Itisimportant that returned items are sold
as quickly as possible. Peter: “We process
the returns through a self-built process,
which gives us the freedom to develop as
we want. We generate the PostNL return
labels via the PostNL interface that is
connected to our own systems. On our site,
customers canindicate if they are
interested in an article when it's in stock
again. The moment we receive areturn, it
can immediately be on its way to the next
customer. This lets us keep the clothing
collection and our customers moving. Our
collaboration with PostNL helps us process
returns quickly and in a customer-friendly
manner.
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PostNL providesshort-andlong-termfinancialvalue forshareholders,
enabling them to obtain shareholder return. This is why PostNL
focuses onrealising a solid financial performance and a healthy
financial position. This chapter outlines key developments that
impacted ourfinancial performance over 2019 and concludes with an
outlook for 2020.

@ Financial value

Financial performance and Financial performance and Financial performance and Financial performance and

Financial value

position position position position
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Performance summary

In this section we explain the main drivers behind our financial
performance on revenue, underlying (cash) operating income and
other financial indicators in 2019, beginning with a summary of
the key financials on the acquisition of Sandd.

Acquisition of Sandd

0n 22 October 2019, PostNL acquired 100% of the shares of Sandd,
the other postal company with country-wide coverage in the
Netherlands, foranamount of €65 million. After the acquisition was
closed, an amount of €64 million was paid to repay debts. The
acquisitionfitswithourgoaltocreateacountry-wide postalnetwork
in the Netherlands, to ensure that the postal market remains
reliable, accessible and affordable for everyone.

The purchase price allocation resulted in intangible assets of

€30 million (customer relationships, with an amortisation period
of 16 years) and goodwill of €128 million. The goodwill comprises
the value of expected synergies arising from the acquisition.

In 2019, Sandd’s total revenue and net income till the acquisition
date amounted to €39 million and €(54) million respectively. The
recording of a restructuring provision of €24 million and the
accelerated depreciation of assets for €25 million had a substantial
negativeimpact on Sandd'sresult. These costs have been excluded
from our review of Sandd's underlying (cash) operating income
performance.

Revenue

In 2019, Group revenue increased by 2.6% or €72 million to
£€2,844 million (2018: €2,772 million). We achieved our target to
generate more than 50% of our revenue from e-commerce related
activitiesby 2020 one year ahead of plan. This share grew from 48%
in2018t052%in 2019. The pace of our transformation was slowed
slightly by lower than expected e-commerce growth and a lower
decline in mail volumes as a result of the acquired volumes and
revenue of Sandd in Q4 2019.

We delivered 283 million parcels in the Beneluxin 2019,a12.4%
growthcomparedto 2018 (2018:252 million). Although this growth
rateis still significant, compared to the last two years the pace of e-
commerce growth has slowed. This is mainly explained by a
decrease in e-commerce growth in more mature segments and
lower consumer confidence. Additionally, we were impacted by
multi-vendorship at large webshops. Due to the expansion of our
network capacity, we managed to collect, sort and deliver record
volumes in our peak season towards the end of the year.
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PostNL Revenue development in€million
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Revenue at Parcels (excluding Spring) grew by €120 million to
£1,450millionin 2019 (2018:£1,330million). Fuelled by the volume
growth of 12.4%, the 9.0% growth in revenue was impacted by a
negative price/mixeffect.In May,we announcedour strategicfocus
onimproving margins per parcel, by increasing the revenue per
parcelanddecreasingthecostsperparcel. Webeganimplementing
this strategy during the second half of 2019, and expect to see
tangible results during the course of 2020. In 2019, we also
benefittedfromanincreaseindemandforourtailoredvalue-adding
logistic solutions.

At Spring, revenue increased by 1.5% or €4 million to €263 million
(2018: £259 million). Adjusted for FX effects, revenue declined by
1.4%. The competitive environment remains fierce, especially in
Asia.

Total revenue at Parcels, including Spring, increased by 7.5% or
€117 million to €1,672 million (2018: €1,555 million).

PostNL Volume development Parcels in million
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PostNL Volume development Mail in the Netherlands in million
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At Mailin the Netherlands, volume decline (excluding the acquired
volumes of Sandd) was 9.7% (2018: 10.7% decline). The volume
decline wasdriven by ongoing substitution, lossto competitiondue
to reduced network access and loss of volumes to competition.
Including the volumes of Sandd from the acquisition date, total
volumes decreased by 2.2% in 2019.

In 2019, revenue decreased by 4.3% or €72 millionto€1,606 million
(2018:£1,678 million), with the volume decline during the first ten
months of 2019 (before the acquisition of Sandd) only 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 2019, the Group's underlying operating income was €162 million
(2018: €209 million) with a resulting margin of 5.7% (2018: 7.5%).
Underlying operating income excludes exceptional items, which
amounted to €43 million in 2019 (2018: £24 million). The Group's
underlying cash operating income, in which underlying operating
income is adjusted for non-cash costs of pensions and provisions,
was€176million (2018:€188million) witharesultingmargin of6.2%
(2018: 6.8%). As expected, this was negatively impacted by
integration costs related to Sandd.

Further information on the bridge from operating to underlying
(cash) operating incomeisincludedin note 2.5 to the consolidated
financial statements.

Our Parcels segment (excluding Spring) benefitted from strong
volume growthin 2019. New initiatives, such as the introduction
of a single delivery attempt, and more evening, Sunday and same-
day delivery contributed to this better performance. The strong
volume growth was partly offset by a negative price/mix effect and

higheroperational costs, explainedbythetightlabourandtransport
market and capacity costs to absorb the swings in daily volume.

In 2019, underlying operating income at Parcels, including Spring,
was€122million (2018:€121 million) witharesultingmarginof7.3%
(2018:7.8%). Underlying cash operating income in 2019 was
€121 million (2018: €117 million) with a resulting margin of 7.2%
(2018:7.5%).

Mail in the Netherlands performance in 2019 was below 2018.
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, higher results
from export and lower cash out related to pensions and provisions
were offset by autonomous cost increases and other effects.

Our cost saving plans include a number of initiatives, such as
adjusting our sorting and delivery process and the streamlining of
staff. In 2019, we achieved total cost savings of €48 million, which,
as expected, were at the lower end of our guidance of between
€45 million and €65 million.

In2019,the underlying operatingincome of Mailinthe Netherlands
was €77 million (2018: €133 million) with aresulting margin of 4.8%
(2018:7.9%). Underlying cash operating income in 2019 was
£76million (2018:€93 million) witharesultingmarginof4.7% (2018:
5.5%).

PostNL Underlying (cash) operating
income development in € million

Underlying cash operating
income 2018

I 188

Changes in pension (11)
liabilities

Changes in provisions 32
Underlying operating
income 2018

Volume / price / mix (52)

Autonomous costs (29)

Cost savings 48

Parcels

Other (16)

Underlying operating
income 2019

I 162

Changes in provisions
Changes in pension 8
liabilities

Underlying cash operating
income 2019

I 176
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As of 2020, management will analyse and report on the Group 's
profitability performance applying the key performance indicators
normalised EBIT and free cash flow (as replacements to UCOl and
net cash from operating and investing activities). Normalised EBIT
gives areflection of the Group's operating income performance,
in which one-off and significant non-business related items are
excluded and explained.

In 2019, the Group's normalised EBIT amounted to €135 million,
with Parcels, Mailinthe Netherlandsand PostNL Other contributing
€120 million, €52 million and €(37) million respectively. The
normalisations in normalised EBIT for 2019 are equal to the
underlying items in UCOI for 2019, with the exception of
restructuring-related charges.

Normalised EBIT in € million

Underlying cash operating
income 2019

(6)

Changes in provisions

Changes in pension @)
liabilities

Underlying operating

income 2019

Restructuring related (27)
charges

Normalised EBIT 2019

Other financial indicators

In 2019, profit from continuing operations decreased by €55 million
to €72 million (2018: €127 million). Lower operating income of
€66 million was only partly offset by €8 million lower net financial
expenses and €3 million lower income taxes.

The decrease in net financial expenses mainly relates to lower
interest on long-term borrowings of €9 million. This decrease is
explainedbytherepaymentofabondin August 2018, whichin 2019
wasreplaced by anewbondwith asubstantially lowerinterestrate.

Income taxes amounted to €31 million in 2019 (2018: €34 million).
The effective tax rate was 30.1% in 2019 (2018: 21.1%), which is
higherthanthestatutoryincometaxrate of 25%inthe Netherlands,
mainly influenced by the impact of non- or partly deductible costs
and updated deferred tax positions.
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In2019,thelossfromdiscontinued operationswas€26 millionlower
than compared to 2018. This improvement is partly explained by
alower fair value impairment of €48 millionin 2019 (2018:

€59 million), reflecting the outcome of our assessment of fair value
comparedtothebookvalue of the assets andliabilities held for sale.
The other part of the improvement is explained by a €15 million
lower net loss from regular business activities. The performance
of our discontinued operations is further explained in note 3.9 to
the consolidated financial statements.

Summary consolidated income statement in € million

2018, 2019

2019
Total operating revenue 2,772 2,844
Otherincome 21 12
Total operating expenses (2,608) (2,737)
Operating income 185 119
Net financial income/(expense) (24) (16)
Results from investments in JVs/associates 0 0
Income taxes (34) (31)
Profit/(loss) from continuing operations 127 72
Profit/(loss) from discontinued operations (94) (68)

Attributable to:

Non-controlling interests 0

Equity holders of the parent 33 4
Earnings per share (in € cents)* 7.1 0.8

Earnings from continuing operations per share (in

€ cents)t 27.5 14.9
Earnings from discontinued operations per share (in
€cents)* (204) (14.1)

1 Earningsperordinarysharearein 2019 based onan average of 482,577,917 outstanding ordinary

shares (2018:462,015,866).

In 2019, net cash from operating and investing activities was
€104 million (2018:€£(19) million). The increase of €123 million is
the sum of €181 million higher net cash from operating activities,
partly offset by €58 million higher net cash used in investing
activities.

Theincrease in net cash from operating activities of €181 million is
explained by €164 million higher cash generated from operations,
€12 million lower interest paid and €5 million lower income taxes
paid. Cash generated from operations increased mainly due to a
favourable working capital development of €87 million, lower cash
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out from provisions and, following the implementation of IFRS 16,
the recording of lease payments as of 1 January 2019 as financing
cash flows (2019: €62 million).

Theincrease in net cash used in investing activities of €58 millionis
mainly explained by the net cash usedforacquisitions of €65 million
in 2019 (2018: £0 million), almost fully related to the acquisition
of Sandd (€64 million).

In 2019, net cash from financing activities of €99 million (2018: net
cashusedof€285million) resulted fromthe proceeds ofanewbond
of €296 million (2018: £3 million), repayments of borrowings of
£64 million (2018: €223 million), (interim) dividend payments of
€71 million (2018: £63 million) and lease payments of £62 million
(2018: €2 million).

Summary consolidated statement of cash flows in € million

2018,2019

2019
Cash generated from operations 94 258
Interest paid (26) (14)
Income taxes paid (39) (34)
Net cash (used in)/from operating activities 29 210
Net cash used for capital investments and disposals (49) (52)
Net cash used for acquisitions (65)
Net cash from other investing activities 1 11
Net cash (used in)/from investing activities (48) (106)
Net cash from operating and investing activities (19) 104
Net cash from debt financing activities (220) 232
Repayments of leases (2) (62)
Dividends paid (63) (71)
Net cash (used in)/from financing activities (285) 99

As of 2020, management will analyse and report on the Group 's
profitability performance applying the key performance indicators
normalised EBIT and free cash flow (as replacements of UCOI and
net cash from operating and investing activities). Free cash flow
gives areflection of the Group's ability to generate cash available
foracquisitions, debt repayments and/or dividend distributions.
The repayments of leases, reported as cash used in financing
activities following the adoption of IFRS 16, are as such included
in our calculation of free cash flow.

In 2019, the Group's free cash flow performance amounted to
€107 million.

Free cash flow in €million

Net cash (usedin)/from
operating and investing

activities 2019
Acquisition of
subsidiaries (net of 65
cash)
(62)

Repayments of leases

Free cash flow 2019

At the end of 2019, adjusted net debt amounted to €736 million
(2018: £614 million). The increase of £122 million is substantially
impacted by the debt and leases from the acquisition of Sandd of
€103 million. The remainder is the netimpact of (interim) dividend
payments and new leases, offset by positive net cash from
operating and investing activities and the inclusion of related
deferred tax assets. Refer to note 4.1 to the consolidated financial
statements for further details.

Consolidated equity attributable to equity holders amounted to
€(21) million at 31 December 2019 (2018: €46 million). The
decrease of £67 million is mainly explained by (interim) dividend
paymentsof€71million, partly offsetby€4millionnetprofitin2019.

Consolidated equity
development in € million

31 December 2018

Profit for the year

Other comprehensive (5)
income pensions

Dividend @)

Other

31 December 2019
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Atyearend 2019, PostNL's cash and cash equivalents amounted to
€480 million (2018: €269 million) with current assets exceeding
current liabilities. Furthermore, PostNL has a €400 million
committed revolving credit facility, which was fully undrawn at
the end of 2019 (2018: undrawn). PostNL has no material
refinancing of short-term credit facilities or other debt. There are
nofinancialcovenants. Ourlatest S&P creditratingis BBBwith stable
outlook. This underpins the solid financial performance and
position of our company.

Dividend proposal 2019

In accordance with our dividend policy, we target a dividend pay-
outratio of around 75% of the underlying net cashincome. In 2019,
PostNL's underlying net cash income amounted to €135 million
(2018: £138 million). The decrease of £3 million is explained by a
lower underlying cash operating income of €12 million, offset by
€6 million lower net financial expenses and €3 million lower tax
expenses.

Underlying net cash income in € million

2018,2019
2019
Underlying cash operating income 188 176
Net financial expense (adjusted)* (16) (10)
Tax expenses (34) (31)

1 Excluding interest on pensions of €6 million (2018: €8 million).

In accordance with our dividend policy applicable to the 2019
results, the condition for paying out dividend is a leverage ratio
(adjusted net debt/EBITDA) not exceeding ~2. Impacted by the
acquisitionof Sandd, the leverageratio atyear-end 2019 amounted
to 2.6. As such, the condition for paying out dividend was not met.
As aresult, PostNL willrecommend to the Annual General Meeting
of Shareholders the payment of a dividend of €£0.08 per ordinary
share (2018:€0.24), whichisequaltothe 2019interim dividend paid
in August 2019. After approval by the Annual General Meeting of
Shareholders, nofinal dividend willbe distributed. We aim toreduce
the leverage ratio to below 2.0in 12 to (at most) 24 months, and to
resume paying dividends thereafter.

We refer the reader to the chapter 'PostNL on the capital markets'

for a description of our dividend policy, and the chapter 'Financial
statements' for more information on the appropriation of profit.
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Subsequent events

On 6 February 2020, PostNL announced that it has signed a sale
and purchase agreement for the acquisition of PostNL Spotta by
Arcis, a consortium of three companies highly experienced in
printing. The transaction is expected to be completed by the end
of February 2020.

On 24 February 2020, PostNL announced that it has signed an
agreement on the sale of 80% of the activities of Nexive, the
number-two mail and parcels provider in Italy, to Mutares SE & Co
KGaA. PostNL will obtain a minority interest of 20% in the entity
acquiring the Nexive business. As part of the transaction, PostNL
has agreed to commit to a cash contribution. The transaction is
subject to a number of conditions and is expected to close in Q2
2020.
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Outlook 2020

Parcelswillcontinuetofocusonthe growthpotential ofthe business
by improving the balance between volumes, profitability and cash
flow. PostNL expectstoimprove operational efficiency, partly offset
by the impact from the tight labour and transport markets and
changes in Dutch labour regulation.

AtMailinthe Netherlands, the integration of Sandd into the PostNL
network will be completed in 2020 and is on track to deliver the
promised benefits and synergies. At the same time, the postal
market is expected to decline by 8% to 10% in 2020. PostNL will
continue its moderate pricing policy. To adapt the organisation to
changesinstructural volumes, it will continue to focus on efficiency
and cost savings.

Accelerating the digitalisation of our service offering will be a key
focus area for management in 2020. This also holds for our
environmental impact. PostNL's long-term value creation is

Outlook 2020 in € million

Normalised EBIT 135
Free cash flow* 107

145-165
(15)-15

impact new labour regulation and pension ~(35)

connected to the global UN Sustainable Development Goals. We
have set ourselves a number of ambitious environmental goals to
combat climate change, including emission-free last-mile delivery
in the Benelux by 2030.

For 2020, the outlook for normalised EBIT is between €110 million
and €130 million (2019: €135 million). Normalised EBIT in 2020 will
benegativelyimpactedby~€10millionadditionalexpenses caused
by the new labour regulation and ~£25 million additional pension
expenses (no cash impact).

The free cash flow outlook for 2020 is between €(315) million and
£(285) million (2019: €107 million). Free cash flow in 2020 will be
impacted by a ~£300 million settlement payment related to the
Dutch transitional pension plan.

The following table shows our outlook for 2020 on normalised EBIT
and free cash flow.

110-130

final payment transitional plans ~(300) (315) - (285)

1 before acquisitions

In relation to the final payment of the transitional plans, we note
that the amount and/or timing might change, pending finalisation
of discussions with the pension fund. Refer to note 3.5 to the
consolidated financial statements.

» Highly satisfied customers above the level of 2019 (2019: 27%)

« Employee engagement at the level of 2019 (2019: 76%, based
on the new measurement methodology)

« Delivery quality Mailin the Netherlands at/above the minimum
required level of 95% (2019: preliminary 94%)

« Delivery quality Parcels, being the share of parcels with an on-
time, first-time delivery attempt, at/above 2019
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Dutch Corporate Governance Code

PostNL applies the principles and best practices of the Dutch
Corporate Governance Code (the Code),asreferredtoinarticle 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 governance structure of the
companyandinthe compliance ofthe companywiththe Code shall
bediscussedwiththe 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
exceedone 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 mauy, 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 controlis 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.
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Responsibility statement under the Code

The Code requires the Board of Management to provide a
descriptionof PostNL's mainrisksinrelationtoitsriskappetite. Such
risks may include strategic, operational, compliance and financial
reporting risks. These risks and the relation to PostNLs risk appetite
are included in the chapter '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 systemsforthe yearended 31 December 2019. The outcome
of these reviews and analysis has been shared with the Audit
Committeeandthe Supervisory Boardandhasbeendiscussedwith
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
2019, PostNLimplemented material organisationaland IT changes
and improvements. The sale of Postcon and the acquisition of
Sandd have been completed in the second half of 2019. PostNL
aims to complete the integration of Sandd during the first half year
of 2020. No material failings in PostNL's risk 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
tohave animpact onacompany’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 systems
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
2019, 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 an ongoing 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 PostNLs
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 the chapter 'Risk management', the
Board of Management believes it complies with provisions 1.4.2.
and 1.4.3. of the Code.
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Responsibility statement under the
Dutch Financial Markets Supervision Act

With reference to section 5:25¢ 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 2019 give a true and fair view of the assets,
liabilities, financial position and profit or loss of PostNL and its
consolidated companies.

« The Report of the Board of Management gives a true and fair
view of the situation on the balance sheet date and of
developments during the financial year of PostNL and its
consolidated companies, togetherwithadescriptionofthemain
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, the Netherlands, 24 February 2020

The Board of Management
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12

Report of the Supervisory

Board

This Report of the Supervisory Board sets out the manner in which
the Supervisory Board fulfilled its duties and responsibilities in 2019.
PostNL's organisational structure forms part of the Report of the
Supervisory Board and is disclosed in the chapter Corporate

governance.

Focus items 2019

The Supervisory Board believes that focus is key to achieving
PostNL's strategy and to creating long-term value. This includes
addressing the principal risks and opportunities related to PostNL's
strategy. In exercising its task in 2019, the following topics in
particular were discussed extensively.

People

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 PostNLs solid
working terms and conditions. The people working with and for
PostNL canrely on a safe, healthy and diverse work environment
where they are respected and enjoy a positive and cooperative
culture. Alot of attention is given to creating an atmosphere where
people are passionate and proud to be part of PostNL.

OUR ROLE. The Supervisory Board and the Board of Management
have had regular discussions on this topic. The new PostNL
collective labour agreement and collective labour agreement for
Saturday deliverers were discussed, as well as the phasing out of
our contracting model to hiring temporary workers. Extensive
discussions were held on the integration plan for the people of
Sandd, as further mentioned below. Further items discussed were
the tight labour market and organisational changes within the
company, employee engagement and diversity and inclusion, and
PostNL's culture. Furthermore, during 2019 several members of
the Supervisory Board met with the daily management of the
Central Works Council.

Consolidation

On27September 2019the Deputy Minister of Economic Affairsand
ClimatePolicyapprovedthe mergerofthe PostNLand Sandd postal
networks, paving the way for the full completion of the transaction
between PostNL and Sandd as announced on 25 February 2019.
Approval was granted under Article 47 of Dutch competition law,
following a special request to this effect by PostNL and Sandd.
The combination of both postal networks is necessary to ensure
continuity. As aresult, postal services throughout the Netherlands
will continue to be reliable, accessible and affordable, while also
benefiting the job security of thousands of mail deliverers. On

1 October 2019 the transaction was announced, including the
expected financial consequences. In addition to the business case,
PostNL has also drawn up a solid plan to help it complete the
integration of both networks in the first six months of 2020.

OURROLE. Throughoutthe yearthe Supervisory Board extensively
discussed the need for consolidation and the acquisition of Sandd
with the Board of Management. A dedicated Supervisory Board
committeewasformedtoregularlydiscussthe statusofthe process
in relation to consolidation, the acquisition of Sandd and also the
integration plan. The outcome of such discussions were
subsequently discussed with the Board of Management, Executive
Committee, project leaders and management from our Mail in
the Netherlands segment during the full Supervisory Board. This
has led to the Supervisory Board fully supporting consolidation,
the dealterms for the acquisition of Sandd and the integration plan.

Parcels - striking the right balance

Our Parcels business aims to capture value through yield
management and several other commercial and operational
initiatives, ashighlighted during the capital marketsdayheldin May
2019. These initiatives will result in a better balance between
volume growth, profitability and sustainable cash generation, as a
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basis for value creation. During 2019 we were faced with lower
volume growth rate within some customer segments. This
impacted margin development at Parcels, and capacity
optimisationand operational efficiency were temporarilyimpacted
by the lower than expected volume growth. In 2019 we continued
to further expand Parcels' infrastructure in order to cope with the
growing volumes, and the opening of a new dedicated sorting
centre for small parcelsin 2021 was announced. Execution of our
strategy to improve the balance between volume growth,
profitability and cash conversion announced during the capital
markets day is underway.

OUR ROLE. The Supervisory Board has held thorough discussions
and deep-dive sessions with the Board of Management, Executive
Committee and Parcels management on the strategy to improve
the balance between volume growth, profitability and cash
conversion presented during the capital markets day. This was
discussed in conjunction with the lower than expected volume
growth and competition, as well as the necessity for further
expansion of the Parcels' infrastructure taking the developments
into account. The Parcels' strategy has the full support of the
Supervisory Board. Other important topics for discussion with the
Board of Management were customer satisfaction and quality
levels.

At Spring, the competitive landscape, especially in Asia, remained
fierce and was impacted by global macroeconomic pressures such
asthe US-Chinatradewarandthe (uncertaintyinrelationto) Brexit.
Itprovedtobedifficulttostabilise the Asiabusiness, leading tolower
than expected results, although during the last few months of 2019
performance of Spring improved.

OUR ROLE. The Supervisory Board discussed the developments
with Spring on numerous occasions. Deep-dive sessions were held
with the Board of Management, Executive Committee members
and Cross Border management, providing further background on
the business model, the competitive landscape in which Spring
operates and the added value for PostNL.

Performance at Mail in the Netherlands was marked by volume
decline,priceincreasesand costsavings. Volume decline continued
to be driven by substitution and loss of volumes to competition,
mainly Sandd. Total cost savings ended up within the
communicated bandwidth. It remains vital to combine the ongoing
strategy of offsetting volume decline withbalanced pricing and cost
savings. As such, the transformation of our mail activities by
implementing amore flexible model for mail collection, sorting and
delivery (the New mail route) was animportant step takenin 2019.
With this model, we create synergies and cut costs in parallel with
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the volume decline. And this will help us better integrate the
additional volumes that result from the acquisition of Sandd.

OUR ROLE. The Supervisory Board had regular discussions with
the Board of Management on the mail volume decline and the
execution of the cost saving plans throughout the year. Adeep-dive
session was held with the Board of Management, the Executive
Committee and Mail in the Netherlands' management on the
implementation of the New mail route to understand the new
model and its impact on the business organisation. Further points
of attention were the quality of delivery, and the developments in
the regulatory environment as well as consolidation, such asin
relation to the consultation on a new Postal Act. Other important
topicsfordiscussionwiththe Board of Managementwere customer
satisfaction and quality levels.

Value creationforourshareholdersremains akey priority. Our share
price in 2019 did not develop as we had hoped, with large short
positions putting itunder pressure. Towards the end of the year this
normalised again. Wefocused onimproving our cash flow, since this
is the basis for our dividend. This included, amongst others,
improvements in our net working capital. Furthermore, it is also
important to focus on long-term prospects for value creation, in
addition to delivering on outlook.

While our aim continues to be to offer shareholders a sustainable
dividendbased onthe performance of our business, the acquisition
of Sandd led to the announcement that PostNL will not pay
dividendsduringtheintegrationperiod,aslongastheleverageratio
exceedsthe 2.0x figure. We aimtoreduce the leverage figure below
the 2.0x target in 12 to 24 months and to resume paying dividends
thereafter. The Supervisory Board firmly believes that PostNL will
continue to find a good balance between adjusting the mail
operationsinthe challenging Dutch postalmarket, while expanding
itsfootprintasane-commerce solutionsproviderand creatinglong-
termvalue forthe company's stakeholders. Inline with the strategy
to be the postal and logistics solution provider in the Benelux, we
divested our mail business in Germany, Postcon, and during 2019
good progress has been made with the divestment process of
Nexive, our mail and parcels business in Italy, in February 2020
leading to the signing of an agreement for the divestment.
Furthermore, PostNL issued a Green Bond covering our medium-
term financing needs.

OUR ROLE. In depth and thorough discussions took place during
the year between the Supervisory Board and the Board of
Management, in particular on the strategic priorities and the
development of the share price during 2019. We also regularly
discussed the financial performance, the plan for improvement of
working capital and subsequent results, and payment of (interim)
dividend.
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The issuance of the Green Bond was also discussed and the
divestment of Postconand the progress on the divestment process
of Nexive were recurring items.

We have to deal with continuously changing markets, with
technology developing rapidly. Digitalisation and the growth in e-
commerce, which are driving the transformation of our company,
can be considered consequences of changing technology.
Technological developmentisone of the key market trends that are
shaping the lives of our customers and are impacting our strategy.
At the same time, growing digitalisation and technical
developments simultaneously lead to an increase in cyber threats.
This requires continual improvement of our service proposition by
developing innovative services, while ensuring our IT backbone is
constantly updated and improved. Due to the attention paid to IT,
further digitalisation and cyber security is required to adjust to or
stay ahead of technological changes.

OUR ROLE. PostNL's IT strategy, the speed of digitalisation, online
strategy, service propositions and innovation, and cyber security
werediscussedregularlybetweenthe SupervisoryBoard, the Board
of Management, the Executive Committee and management.
The further digitalisation of the company, and possibilities for
acceleration of such digitalisation, were recurring items in the
discussions, in conjunction with compliance with the GDPR.
Additionally, an informal dinner was held with the Supervisory
Board, the Board of Management, and the Executive Committee to
further discuss digitalisation within PostNL.

We believe sustainability is our license to operate. As such we
continue to invest in activities that make our business more
environmentally sustainable. We have identified Sustainable
Development Goals (SDGs) which we consider most relevant for
PostNLandwhichare outlinedinthe Business Report of this Annual
Report. PostNL has set ambitious goals of emission-free delivery
in 25 Dutch city centres by 2025, and emission-free last-mile
delivery across the Benelux by 2030. Highlighting PostNL's
commitment to being a sustainable e-commerce logistics provider,
we have announced the successful offering of our first Green Bond
in September. The net proceeds of the offering will be used to
finance and/or refinance new and existing green projects.

OURROLE. The Supervisory Board fully supports the commitment
tobeingasustainable e-commerce logistics provider,and the steps
towards becoming this, including the goals set by the company,
have been items of discussion with the Board of Management. We
have also extensively discussed the financing needs through the
issuance of abond, and are happy this was done via a Green Bond.

Further topics discussed

In our scheduled meetings we addressed the focus items listed
above, as well as topics that we address every year, including
business, financial, market, and regulatory developments in
PostNLs business segments. The 2018 annual results, the 2019
quarterly and half-yearly results and the 2020 budget were
discussed.

Other topics discussed include PostNL's financial position, the re-
appointment of EY as external auditor, IT developments, business
continuity, (interim) dividend and PostNLs dividend policy, growth,
the company's culture and investor feedback after management
roadshows and the new proposed remuneration policies for the
Board of Management and Supervisory Board. Furthermore, the
Supervisory Board discussed potential acquisitions and
divestments, the preparation of the AGM and the compliance with
the Code. 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. 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
the chapter 'Risk management'.

The Supervisory Board performs an oversight role with respect to
non-financial issues, supported by PostNLs internal audit
department, which monitors the non-financial governance
structure and reporting. Next to this responsibility, the Supervisory
Board discussed various non-financial related issues besides the
topicsaddressedinthefocusitemslistedabove,including pensions,
career and management development, the reputation of PostNL,
customer satisfaction, 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.

Additionally, the 2018 auditor’s report by PostNLs external auditor
EYandthe 2018 Annual Report (including Financial Statementsand
Non-Financial Performance Statements) were discussed. For 2019
EY reported that the main areas of risk (Key audit matters) are
discontinued operations (including deferred tax asset), valuation
of Mail investment, terminal due position and acquisition of Sandd.
Compared to the key audit matters identified in 2018, acquisition
of Sandd has been added as a key matter following the acquisition.
Impact of laws and regulation on the valuation of the business of
PostNL is no longer included as key audit matter as this mainly
related to the discussion around significant market power and tariff
setting for which there were only limited developments in 2019.
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AlsoEYupdatedthekeyauditmatterdeferredrevenueandrevenue
related accruals (stamps and terminal dues) to revenue related
accruals (terminal dues) since EY concluded the estimate in the
deferred revenue position for stamps to be limited. In relation to
the internal control framework, EY concluded that their audit
approach resulted in a more substantive audit approach including
theresultsof dataanalysis,instead of afull controlreliance strategy.
EY stressed he importance of the inclusion of sufficient preventive
and automated controls including sufficient control test
documentation going forward to make the internal control
framework more robust. This will strengthen the internal control
environment of PostNL and secondly allows EY to move towards
a control based audit approach in 2020.

The Supervisory Board furthermore discussed its composition and
thatofitscommitteesandthe profile ofthe SupervisoryBoard.More
details about the Supervisory Board can be found in the chapter
'Corporate governance .

Also, following last year's evaluation of the Supervisory Board, an
informal dinner was held with the Board of Management without
agenda. In this session the most important themes for future
success of PostNL were openly discussed, in order to learn from
each others experiences and to further ensure alignment between
the Supervisory Board and Board of Management. For 2020 a
follow-up session will be held. Additionally, following last year's
evaluation, the Supervisory Board has taken more time for
discussion with the Supervisory Board only by making this a
recurring item on the agenda of each meeting.

Numberof meetingsandattendancerate

The Supervisory Board met twelve times and had two meetings by
telephonein2019.Allmeetingswerealso attendedbythe fullBoard
of Management, apart from the agenda item Supervisory Board

Attendance Supervisory Board members

2019

Jan Nooitgedagt! 12/12 14/14
Jacques Wallage 10/12 12/14
Eelco Blok 12/12 13/14
Marc Engel? 10/10 11/12
Agnes Jongerius 11/12 13/14
Marike van Lier Lels? 8/8 9/9

Thessa Menssen 12/12 14/14
Frank Révekamp 10/12 12/14

Overall attendance rate 94% 93%

12. Report of the Supervisory Board

only.Ninemeetingswereheldat PostNL'shead officein The Hague,
onemeetingwasheldatthe IMECin The Hague, one atthelocation
of Stibbe in Amsterdam and one at the location of the 2019 AGM
in The Hague. Additionally, the Supervisory Board organised five
informal dinners of which four took place at locations not related to
PostNL,andonetookplaceatthePostNL'sheadofficein TheHague.

Theindividual attendance and overall attendance percentages per
meeting can be found in the table below.

Meetings of the committees of the
Supervisory Board

The Audit Committee met fivetimesin 2019.Ingeneral,allmeetings
are attended by the CFO, director Audit & Security, director group
Finance, director Accounting & Reporting and the external auditor,
EY.The CEO 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 PostNLs business segments. In 2019, the Audit
Committee discussed PostNLs full-year 2018 results, the outlook
for 2019, the 2019 first quarter, half-year and third quarter results
and the related press releases, and the 2020 budget. Furthermore,
the AuditCommitteediscussedthe Eumedion,VEBand VBDOfocus
letters, the risk paragraph and the quantity and quality of the
explanatorynotesinthefinancialreportsofthe 2018 Annual Report
and the preparation of PostNLs 2019 Annual Report.

6/6 3/3
5/6 4/5
5/5 - 5/5
3/3 - 4/4
6/6
4/4
5/5 6/6
6/6
100% 97% 94%

1 MrNooitgedagt also attended meetings of the Audit Committee as observer.

2 MrEngel stepped down from his position as per 1 October 2019, only meetings during his tenure are taken into account.

3 MsVan Lier Lels was appointed as member of the Supervisory Board as per 16 April 2019, only meetings during her tenure are taken into account.
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The main financial factors influencing the strategic plan and
PostNLs financial performance, including volume developments,
pricing, cost savings, competition, regulatory developments,
economicdevelopments, pensions,and employee conditionswere
discussed. The Audit Committee also discussed the issuance of
the Green Bond, the plan for improvement of working capital and
subsequent results, consolidation, the strategy to improve the
balance between volume growth, profitability and cash conversion
at Parcels as presented during the capital markets day, (interim)
dividend and dividend policy, PostNL's pension obligations, the
divestment of Postcon and Nexive, and the relevant 2019 tax
matters, including matters such as transparency, tax planning, and
tax risk management.

The Audit Committee discussed reports oninternal 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 EVY's audit
planand EY’s board reports, were discussed regularly. The Audit
Committee receives and discusses half-yearly updates onintegrity
issues (including the fraud & whistle-blower report), claims and
litigation, compliance and any actions taken by management, if
applicable. Fortunately, no material fraud-related incidents were
reportedin 2019.

The external audit fees were discussed and approved, and the
performance of EY was discussed. Furthermore 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 2018 were discussed.

The Nomination Committee met five times and had one meeting
by telephone in 2019. The Nomination Committee discussed the
selection and nomination of new members for the Supervisory
Board, and has held several interviews with potential candidates.
Furthermore the overall composition of the Supervisory Board and
its committees were discussed. The Nomination Committee also
discussed succession planning and talent management in respect
of the Supervisory Board, the Board of Management and senior
management, and diversity and inclusion within the companu.

In 2019, the Remuneration Committeeme met four times and had
one meeting by telephone. 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 atthe 2019 AGM. The Remuneration Committee extensively
discussed the implementation of the shareholders rights directive

into Dutch legislation and the impact thereof on the remuneration
policy forthe Board of Management and Supervisory Boardand on
the remuneration report. A road show was held together with the
Director of HR, with investors and other stakeholders to discuss
the new proposed remuneration policies for the Board of
Management and Supervisory Board. Further details on
remuneration for the Board of Management and the Supervisory
Board can be found in the chapter '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 2019,
and provides further insight into the new proposed remuneration
policies.

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
2019, the Supervisory Board decided to perform an internal
evaluation following last year's external evaluation. The evaluation
process consisted of interviews by the chairman of the Supervisory
Board with all Supervisory Board members, the members of the
Board of Management and the corporate secretary. The outcome
of the evaluation was discussed with the Supervisory Board only
in the December 2019 meeting of the Supervisory Board.

Asin 2018, 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 companu. It is positive about
the professionalism and 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.

One of the outcomes of last year's evaluation was the room for
improvement in acting as a sparring partner to the Board of
Management, and in taking more time for reflection on business
developments and strategy (rather than discussing only the
contents of the meeting documents). In this regard during 2019
deep dive sessions were held on specific topics with the Board of
Management and senior management. Also an informal meeting
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was held with the Board of Management without agenda. In this
session the most important themes for future success of PostNL
were openly discussed, in order to learn from each others
experiences and and to further ensure alignment between the
Supervisory Board and Board of Management. For 2020 a follow-
up session will be held. Also, as another follow up of last year's
evaluation, the Supervisory Board has taken more time for
discussion with the Supervisory Board only by making this a
recurring item on the agenda of each meeting.

There is also room for further improvement, for example on
following up on execution and having more market insights
available in order to prevent there is too much focus on internal
insights, and discussions could be held more often in the presence
of the members of the Executive Committee to further increase
their visibility with the Supervisory Board. Also, taking into account
the rotation plan of the Supervisory Board during 2020 attention is
required for the composition of the Supervisory Board for the
coming years.

Concluding remarks

2019 proved to be a challenging year. We are pleased though that
PostNL has delivered uponits outlook and to see that the company
continues to head in the right direction. We are convinced that
PostNL will continue to find a good balance between adjusting its
mail operations in the challenging Dutch postal market, while
expanding its footprint as an e-commerce solutions provider and
creating long-term value for the company'’s stakeholders. We take
the opportunity to reiterate our appreciation for the contributions
by former Supervisory Board member Marc Engel. We also thank
the current Board of Management, Executive Committee, and all
of the other PostNL employees worldwide for their continued drive
andgreatworkthroughouttheyear.Welookforwardtoagood2020.

The Hague, the Netherlands, 24 February 2020
On behalf of the Supervisory Board

Jan Nooitgedagt, Chairman
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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 - and continuous
evaluationandwhere necessary adjustment of - 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. Itisalsoresponsible forthe continuityandmanagement
ofthe companyasawhole andforalldecisionstakeninthisrespect.

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.

PostNLs 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.

Specificstaff 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:aDisclosure Committeeandan Integrity Committee.

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, director Legal, director
Communications and Investor Relations, 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 behaviour 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 onintegrity and the Integrity Committee can be found
in the chapter 'Risk management'.

Members of the Board of Management are appointed and can be
suspended or dismissed by the Supervisory Board. A decision by
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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.

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 PostNLs senior
leadership talent and to manage talent consistently at all business
segments of PostNL.

Inthe performance of its responsibilities, the Executive Committee
shallactinaccordance withtheinterestsof PostNLandthebusiness
connectedwithit,takinginto considerationtheinterests 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 amember 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
inthe Netherlands, Parcels and Logistic solutions and Cross Border
Solutions), Customer Excellence, HR, IT and Growth. The
responsibility for day-to-day management of the PostNL business
segmentsisdecentralised within established standards, processes,
requirements and guidelines. Each Executive Committee member
bears responsibility for the operations and management in his or
herbusiness segment or staff function, inline 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 PostNLs two-tier system,
such as whether the Supervisory Board is informed adequately.
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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.

At year-end 2019, the Board of Management consisted of two
members: the chairman and chief executive officer (CEQ) Ms
HW.P.M.A. Verhagen and the chief financial officer (CFO) Mr P.
Berendsen. Following the Annual General Meeting of Shareholders
held on 16 April 2019 Ms Verhagen was reappointed as member
of the Board of Management for a period of four years.

At year-end 2019, the Executive Committee consisted of the
following seven members:

« Herna Verhagen (CEO and chairman)

« PimBerendsen (CFO)

« Liesbeth Kaashoek, responsible for Parcels and Logistic
solutions

« ResiBecker, responsible for Mail in the Netherlands

= Arnovan Bijnen, responsible for Customer Excellence and CBS

« Bobvan lerland, responsible for HR

« Marcel Krom, responsible for IT and Growth.

During 2019 no changes occurred in the composition of the Board
of Management and Executive Committee.

Ms Verhagen became chief executive officer on 24 April 2012. She
was appointed member of the Board of Management per 31 May
2011, reappointed per 14 April 2015 for a period of four years and
reappointed per 16 April 2019 for another four years. Ms Verhagen
started working for one of the legal predecessors of PostNLin 1991
as sales manager. Subsequent roles included marketing & sales
director,coordinatingmanaging director MailNLinthe Mail division
and managing director Group HR of TNT.

Ms Verhagenis responsible for Mailin the Netherlands, Parcels and
Logistic solutions, CBS, Growth and Customer Excellence.
Furthermore, her portfolio includes corporate strategy, public
affairs,communication, corporate responsibility, humanresources,
IT and internal audit.

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

Ms Verhagen holds one position 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.

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, legal, procurement &
services, investor relations, M&A, tax and finance.

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 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.

PostNLs 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 responsibilityissues supported by PostNL'sinternal audit
functionandthe company's external auditorswho monitorthe 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 atimely 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.

At the Annual General Meeting of Shareholders held on 16 April
2019, the shareholders appointed Ms Van Lier Lels as member of
the Supervisory Board for a period of four years. At the same time,
Ms Menssen was reappointed for a period of two years. As per

1 October 2019 Mr Engel stepped down from his position as
member of the Supervisory Board.

At year-end 2019, the Supervisory Board consisted of seven
members: the chairman of the Supervisory Board, Mr Nooitgedagt
(whois 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; Ms Van Lier Lels; and Mr
Révekamp.

At the Annual General Meeting of Shareholders in April 2020, Mr
Wallage and Mr Révekamp will not be available for reappointment
as Supervisory Board member. The Supervisory Board has
nominated Mr Hoencamp and Mr Melkert for appointment as
Supervisory Board members for a period of four years. The
nomination Mr Melkert for appointment has been made in
accordance with the enhanced recommendation right of the
Central Works Council.

The following table provides an overview of the composition of
the Supervisory Board committees per year-end 2019.
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Composition of Supervisory Board committees

2019
Chair Thessa Menssen Jacques Wallage Jan Nooitgedagt
Member Eelco Blok Eelco Blok Jacques Wallage
Member Marike van Lier Lels Agnes Jongerius  Agnes Jongerius
Member Jan Nooitgedagt Thessa Menssen
Member Frank Révekamp

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
SupervisoryBoardinitsentiretybyanabsolute majority ofthevotes
cast representing at least one-third of the issued share capital.
According to the by-laws and the profile of the Supervisory Board,
apersonmaybeappointedtothe SupervisoryBoardforamaximum
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. PostNLs
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 PostNLs business
andactivitiesandthe desiredexpertise,competences, diversityand
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
onourwebsite. The Supervisory Board ensures that its composition
meets the required profile and is as independent and diverse as
possible,assuring sufficientknowledge of mailand 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.
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The Supervisory Board evaluates its profile regularly and discusses
the profile at the Annual General Meeting of Shareholders and with
PostNLs central works council when it amends the profile. The
profile of the Supervisory Board is available on our website.

The chairmanofthe Supervisory Board determinesthe agendaand
presides over meetings of the Supervisory Board. The chairman is
responsible forthe proper functioning of the Supervisory Boardand
its committees. In addition, the chairman arranges an introduction
andtraining programme fornew members ofthe SupervisoryBoard
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.

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
recommendationsaftereachmeetingtothe 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.

The AuditCommitteeassistsandadvisesthe SupervisoryBoardand
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), (i) the external auditor's qualifications and
independence, remuneration and non-audit 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
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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
andatleastone member of the Audit Committee shallbe afinancial
expert, with relevant knowledge and expertise of financial
accounting and reporting for listed companies or other large
companies.

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 Managementandthe assessmentof 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 (orvice chairman) ofthe 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.

The Remuneration Committee proposes at least once every four
yearsaclearandunderstandable remunerationpolicyforthe Board
of ManagementandSupervisoryBoardtobe pursued (suchpolicies
tobeadoptedbythe General Meeting of Shareholders). It proposes
the remuneration of the individual members of the Board of
Management, which proposal shallbe preparedinaccordance 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 senior management of
the company pursuant to its share plans, and prepares a clear and
understandable proposal for the remuneration of Supervisory
Board in accordance with the remuneration policy.

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.

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.

Allmembers of the Supervisory Board are Dutch and independent
within the meaning of the Code. Their ages range from 52 to 73.
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.

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 member
of the Supervisory Board of Rabobank and chairman of the
Supervisory Board of Invest-NL. Additionally, his other positions
include chair of the board of VEUO (Association of listed AEX
companies), and member of the advisory committee Financial
Reportingand Accountancyofthe Authority Financial Markets,and
of the advisory committee governance, risk and compliance of
the Dutch Institute of Chartered Accountants (NBA).

Mr Nooitgedagt was formerly chairman of the Supervisory Board
of TMG and member of the Supervisory Board of Bank Nederlandse
Gemeenten, member of the executive board and CFO of AEGON
and held different positions at EY, ultimately as managing partner
for the Netherlands and Belgium.

Mr Nooitgedagt 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.

Mr Wallage was appointed member of the Supervisory Board on
8 April 2010. His current term expires in 2020. Mr Wallage is co-
chairmanofthe Consultative Body Infrastructure and Environment.
He is a guest professor at the University of Groningen, in the
Netherlands (transition in public administration).
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He was amember of the Dutch Second Chamber of Parliament and
servedasastatesecretaryforEducationandSciencesandasastate
secretary for Social Affairs and Employment. He was mayor of the
city of Groningen from 1998 until 2009.

Mr Wallage 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.

MrBlokwasappointedmemberofthe SupervisoryBoardon 18 April
2017. His current term expires in 2021. He is a member of the
Supervisory Board of Signify and VolkerWessels, non-executive
director of Telstra and OTE and advisor of the 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). Additionally he
was co-chairman of the Cyber Security Council.

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

Ms Jongerius was appointed member of the Supervisory Board on
16 April 2013. Her current term expires in 2021. She is a member
of the European Parliament.

She was president of the Dutch Trade Union Confederation (FNV),
amember 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.

Ms Van Lier Lels was appointed member of the Supervisory Board
on 16 April 2019. Her current term expires in 2023. She isamember
of the Supervisory Board of NS, RELX and Dura Vermeer, and
chairwoman of the Supervisory Board of Innovation Quarter.

She was amongst others a member of the Supervisory Board of
Eneco, Imtech, KPN, USG People and Connexxion, Vice-
chairwoman of the Supervisory Board of TKH Group, Executive vice
president and Chief Operating Officer of Amsterdam Airport
Schiphol, member of the executive board Deutsche Post Euro
Express and Director Van Gend & Loos Benelux.
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Ms Van Lier Lels holds three positions asreferred toinarticle 2:142a
of the Dutch Civil Code. This article is described as "number of
supervisory positions" in Appendix 3: Glossary and definitions.

Ms Menssen was appointed member of the Supervisory Board on
25May 2011. Her current term expires in 2021. She is a member
of the Supervisory Board of the Dutch Development Bank (FMO),
Alliander, and the Kréller MUller Museum.

MsMenssenwas chieffinancial officerand memberofthe Executive
Board of Royal BAM Group and chief operating officer of the Port
Authority of Rotterdam.

Ms Menssen 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.

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 B,

Royal Theatre Carré and Kasteel de Haar. 83
He was a member of the Executive Committee and Chief

Commercial Officer of Vodafone Group Plc, 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
Boardmustimmediatelyreportandprovideallrelevantinformation
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. Amember 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
aspouse, registered partner or other life companion, (foster) child
or other relatives by blood or marriage up to the second degree.
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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.

Inthe event of a conflict of interest between PostNL and amember
of the Board of Management, the company will be represented by
another member of the Board of Management or a member of
the Supervisory Board appointed by the Supervisory Board for this
purpose.

Adecision 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 2019 so best practice provisions
2.7.3and 2.7.4 of the Code did not apply.

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 ordecision-making thatinvolvesasubject ortransaction
in relation to which the member has a conflict of interest with the
company.In 2019, there were no cases whereby conflict of interest
occurred.

Members of the Supervisory Board, the Board of Management and
PostNLs 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 PostNLs financial instruments.

Under the current remuneration policies share ownership is not
mandatory for members of the Board of Management and
Supervisory Board.

Thetablebelowliststhe totalnumber of PostNL sharesheldbyeach
member of the Board of Management, including shares vested
under PostNL's performance share planandvariable remuneration.
The table does not state the unvested shares which have been
allocatedtosuchmembersunderPostNL's performance share plan.
None of the Supervisory Board members holds any PostNL shares
at the date of this Annual Report.

Shares held by Board of Management/Supervisory Board

number of shares

2018,2019
31 Dec 2019*
Board of Management
Herna Verhagen 247,840 273,565
Pim Berendsen 34,851 46,142

1 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
tothe consolidated financial statements and the chapter Renumeration report under 2019 actual

renumeration. The information in this table is publicly available at www.afm.nl.

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 diversityamong 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
extentpossible,inwhichthediversityreferredtoaboveisexpressed
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 website.

PostNLs 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. The Supervisory Board has seven
members, of which three are women, i.e. 42.9% of the seats filled
bywomen.Consequently,the Board of Management, the Executive
Committee and Supervisory Board have abalanced representation
of men and women.

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 avacancy 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 2019, Ms Menssen was up for reappointment as member of the
Supervisory Board, Ms Van Lier Lels was appointed as member of
the SupervisoryBoardand MrEngel steppeddownfromhis position
as member of the Supervisory Board. Ms Verhagen was up for
reappointment as member of the Board of Management. The
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composition of the Executive Committee remained unchanged in
2019.

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.

Shareholders and their rights

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
shallbeconvenedincaseofadecisionentailingasignificantchange
in the identity or character of PostNL or its business.

Furthermore, the SupervisoryBoardandthe Board of Management
arein principle required to convene a shareholders meeting in case
one or more shareholders representing at least 10% of PostNLs
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 PostNLs
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 a request must be
honoured by the Board of Management or the Supervisory Board,
provided that the request is received in writing at least 60 days
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before the date of such a meeting. In the event arequest is made
byoneormoreshareholderstoeitherconveneameetingortoplace
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
Managementisentitledtoareasonable periodinwhichtorespond,
which shall not exceed 180 days.

The Central Works Council of PostNL hastherighttoformanopinion
onproposalstodetermine ormodifythe policyontheremuneration
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.

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
provisionsofPostNLsarticles ofassociation.Aneligible 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
PostNLsarticles of association, there are nolimitations to the rights
of Dutch, non-resident or foreign shareholders to hold or exercise
voting rights in respect of PostNLs securities.

On 16 April 2019, PostNL held its Annual General Meeting of
Shareholders in The Hague, the Netherlands. The attendance rate
was 40.63% of the total outstanding share capital.

At the Annual General Meeting of Shareholders, the following
resolutions were adopted:

« The adoption of the 2018 financial statements

« The appropriation of profit over the financial year 2018

« Thereleaseofthe Board of Managementand Supervisory Board
from liability for the performance of their respective duties
during the financial year 2018

« The appointment of Ms Van Lier Lels and the reappointment
of Ms Menssen as members of the Supervisory Board

« Thereappointment of Ernst & Young Accountants LLP as
accountant of PostNL for the financial years 2019 and 2020
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« Designation of the Board of Management to issue ordinary
sharesuntil 16 October2020 (limitedto 10% of theissued capital
at the time of issue)

« Designationofthe Board of Managementtolimit or exclude pre-
emptive rights to issue ordinary shares until 16 October 2020
(limited to 10% of the issued capital at the time of issue)

» Authorisation of the Board of Management to have PostNL
acquire its own shares until 16 October 2020 (limited to 10% of
the issued capital at the time of the Annual General Meeting of
Shareholdersin 2019)

With respect to the last three 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.

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.

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 company. A resolution of the General Meeting of Shareholders
isrequired to effect these changes. Under PostNL's articles of
association,sucharesolutionmayonly be adopteduponaproposal
by the Board of Management that has been approved by the
Supervisory Board.

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
capitaland/orunderlying financialinstrumentsand/orvotingrights
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

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 statedin anotice convening a General Meeting of Shareholders
and announced in such a manner as permitted by law at the time.
The proposalshallbe passed uponanabsolute majority of the votes
cast in the General Meeting of Shareholders. PostNLs articles of
association are available on our website.

Underitsarticles ofassociation, PostNL mayacquireitsown shares,
provided that they are fully paid up. If such shares are acquired for
consideration, the following conditions apply:

« PostNLs 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.

PostNL Annual Report 2019



The issued share capital may be reduced by the cancellation of
shares following a repurchase. PostNLs 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 PostNLs issued share capital requires the approval of the
General Meeting of Shareholders. Pursuant to PostNLs articles of
association, such a resolution may be adopted pursuantto a
proposal of the Board of Management that has been approved by
the Supervisory Board. The latter requirement is more stringent
than Dutch law.

PostNLs 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
aredetermined 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 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
toaproposal 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 PostNLs 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 PostNLs 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.
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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 PostNLs financial statements.
PostNLisnotallowedto paydividendsifthe paymentwouldreduce
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. 87
Under PostNLs 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

atarate oftheaverage 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 by the Supervisory Board, of
atleastone percentage pointand 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 PostNLs dividend policy can be found in
the chapter '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,
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among other things, preventing any influences that could threaten
PostNLs 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.

PostNLs 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
toacquire anumber of preference shares B not exceeding the total
issued number of shares minus one and minus any shares already
issuedtoFoundation Continuity PostNL. The calloptionagreement
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. As at 31 December 2019 and at the date 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 PostNL to convene a General
Meeting of Shareholders. In accordance with PostNLs 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
forthatmeeting shallinclude aresolutionregarding therepurchase
and/or cancellation of the preference shares B.

PostNL has granted Foundation Continuity PostNL the right to file
anapplicationforaninquiry into the policyand conduct of PostNLs
business with the Enterprise Chamber of the Amsterdam Court of
Appeal (Ondernemingskamer). Should such aninquiry be granted,
the Enterprise Chamber may impose immediate provisions.

At 31 December 2019, 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 anindependent 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 endeavoursto stay inregular 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 PostNLs investor relations can be found in the
chapter '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 the chapter
‘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
assurance partners rotate after a maximum period of seven years.
MsS.D.J. Overbeek - Goeseije has been the lead audit partner since
2017.

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 developmentsin the relationship with the externalauditor.
The Audit Committee gives due consideration to the Board of
Management's observations in this respect. At the Annual General
Meeting of Shareholders held on 16 April 2019 Ernst & Young
Accountants LLP was reappointed as external auditor for PostNL
foranother 2 years, thatis for the financial years 2019 and 2020. Ms
S.D.J. Overbeek - Goeseije shall remain the lead audit partner.
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The Audit Committee, supported by the internal audit function, is
requiredto 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.

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, and CR 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
ofaudit-relatedtopics (findings, follow-up,andsoon)isissuedevery
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. Theinternalaudit functionreportstothe CEQ,
with open communication to the CFO and the Audit Committee.
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Risk management

Doing business is, in essence, an act of balancing business
opportunities with risks and control activities. That is why at PostNL
we have formal and standardised processes in place to facilitate and
coordinate these activities. In this chapter we will explain how we
manage our risks. Additionally, we will provide an overview and a
summary of the main risks that we are facing and what we are doing

to mitigate them.

Risk management approach

This section provides an overview of our approach to risk
management,internal control,integrityand compliance. Itincludes
the disclosures required by the Dutch Corporate Governance 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 based on COSO ERM 2017 (2017
Enterprise Risk Management — Integrated Framework of the
Committee of Sponsoring Organizations of the Treadway
Commission) andisinlinewiththe principlesofthe Dutch Corporate
Governance Code 2016.

Understanding strategic, operational, regulatory,andfinancial risks
is a vital element of our management decision-making process.
Risks are identified by means of both a bottom-up (line
management) and top-down (senior management) approach,
covering the entire business. For those risks deemed material,
management develops and reviews comprehensive risk response
plans.

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).

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.

We operate our businesses in highly regulated markets. The
responsibility for ensuring that regulatory compliance objectives
are achieved, and that related decision-making is supported by
transparent, accurate and relevant information, is assigned to the
following head office functions: Legal, Privacy Office, Compliance,
Integrity Office and Public Affairs. The Board of Management and
the Supervisory Board monitor the effectiveness and efficiency of
the enterprise risk management framework. They are supported
by Internal Audit.

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.

Risk appetite

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 operatein. The risk appetite is discussed with the Audit
Committee. Overall,PostNLsriskappetitein 2019 did not materially
change compared to 2018. Our risk appetite differs per risk type:
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Weaimtodeliveronourstrategicambitionsandprioritiesandarewilling
to accept balanced to considerable risks to achieve this.

We face operational challenges which require an appropriate level of
management attention. The overall objectiveis to avoidrisks that could
negatively impact our aim to achieve operational effectiveness and
efficiencies.

We strive to be fully compliant with our business principles as well as
national and international laws and regulations in relation to the
markets in which we operate and we do not accept deviations.

Our financial strategy is focused on a strong financial position and
creating long-term value for our shareholders. Our aim is to have a
leverageratio of adjusted net debt / EBITDA not exceeding 2.0and only
accept risks that do not threaten this.

In2019, we continuedtoinvesttheresourcesrequiredtodocument
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 onrisks 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 evaluating 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
ofthe CFO,thedirector Audit & Security, the director Group Finance,
and the director Accounting & Reporting. The external auditor also
attends the ICC meetings. The ICC met five times in 2019.

Risk management and internal control reports are also discussed

with the Board of Management and the Audit Committee of the
Supervisory Board.
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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 Legal, the manager People Development, the director
Communication & Investor Relations and the director Logistic
solutions.

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.

91



92

14. Risk management

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 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
reportsregularlytothe Boardof Managementandeverysixmonths
to the Supervisory Board.

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. In
2019, welaunchedanewversionofthe e-learningmodule. Through
thise-learningmodule onintegritywe aimtoeducate management
and employees about our Business Principles, and the desired
behaviour based on these principles.

Inaccordance with the requirements of the Corporate Governance
Code, we also performed an assessment connected to the
organisational awareness with our business principles. The
‘Employee engagement monitor 2019’ addressed employees’
familiarity withthe PostNL Business Principles,andtheir perception
whether we work according to the PostNL Business Principles.
The main outcome of this assessment in 2019 showed that 81%
(2018:84%) of the responders are (partly) familiar with the PostNL
Business Principles. Of this 81%, in total 70% (2018: 68%) perceive
that PostNL partly works according to the PostNL Business
Principles and 28% (2018: 26%) perceive this as continuously. 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 724 investigations in response to
integrity-related issues. These investigations covered issues such
astheft of mail or parcels, bribery and corruption, or failure to follow
workplace practices. This resulted in 258 discontinued work
relationships. At year-end 2019, 44 investigations were ongoing. To
the best of ourknowledge, we had no cases of bribery or corruption
that had a significant impact on our business.

Although not identified as key risks, we have identified risks of
bribery and corruptionin the area of procurement, where breaches
to our policies could occur between suppliers and PostNL
employees.

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

Performance and compliance are integral parts of our ERM
approach and are monitored regularly in discussions 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 entitiesand company-level managementreporting
directly to the Board of Management perform a self-assessment
oftheirresponsibilitiesintheriskassessment 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.

Risk profile

The key risks we face in executing our strategy and business
processes are described in the following tables. The identified risks
are related to our strategic objectives, which are described in the
chapter 'Our strategy' and have been used as input for the
stakeholder materiality matrix as described in the chapter 'Our
operating context'. We start with the table on our strategic risks
below, followedbythe operational, regulatoryandfinancial risks we
identified.

For eachrisk, we determine the risk level based on impact and
likelihoodofoccurrence, usingathree-pointsystemclassifyingrisks
as low, medium and high (1-3). In addition, we have indicated for
each risk whether the risk trend is decreasing, increasing or
remained stable comparedto 2018. Managementreviewed therisk
profile regularly throughout 2019 and will continue to do so during
2020.

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.

PostNL Annual Report 2019



Strategic risks

Description: 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 traditional parcels and international
businesses as markets become more dynamic and volatile. In this
area we see that new functionality, driven by the speed of IT
developments, is increasing. Next to this we see the impact of the
platform businesses, which has an effect on the concentration of
volumes and increases purchasing power for these platforms. In
addition, customer satisfaction is increasingly a decisive factor for
maintaining competitive advantage. 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
leveraging on economies of scale.

Mitigation: Commercial initiatives are in place, such as
differentiating service levels, (new) products and adequate pricing,
as well as initiatives aimed at improving our customer satisfaction
and quality, including investments in our network coverage and
projects related to operational excellence. Further information
regarding competition can be found in the chapter 'Our operating
context'. Our customer & quality management department
continuously monitors our customer satisfaction metrics and
oversees related improvement initiatives.

Description: The ongoing digitalisation trend amongst consumers
tomovetoonlinealternativesisleadingtoadeclinein physicalmail.
As aresult, 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

PostNL Annual Report 2019

14, Risk management

® Financial performance and position

O Manage declining mail volumes

Emission-free delivery
Sustainable city logistics

volume mix of one percent results, on average, in a decrease of
approximately €7 million in underlying cash operating income.

Mitigation: We continuously and consistently take commercial
initiatives to slow down or adapt to substitution, leading to the
introduction of a range of new services and solutions and the
abolishment of existing services and solutions. Furthermore, we
develop operational processes to be able to adapt more flexibly to
future volume declines. More information can be found in the
Business Report.

Description: As a logistics and postal service provider we produce
GHG emissions from our national and international operations. In
addition, we produce nitrogen oxides (NOx) and particulate matter
(PM) emissions that negatively impact air quality. We are
committed to understanding and reducing the impact of our
organization on climate change, and related economic and social
effects. This commitment is supported by our objectives to realise
emission-freelast-mile deliveryin 25 city centresinthe Netherlands
by 2025, and across the Benelux by 2030. Achieving these
objectives will involve multiple complex changes in our business
operations and reporting processes. Not being able to achieve
these objectives may have an adverse material impact on our
reputation and our financial performance.

Mitigation: In 2019 we developed a long-term roadmap toward
emission reduction. Specifically for all relevant emission sources,
we developed a concrete action plan to achieve our emission
reductiontowards2030. Theseactionsaredirectlylinkedtothefour
pillars in our environmental strategy: green innovations and
efficiency, green kilometers, sustainable buildings and sustainable
value chain. We monitor, report and evaluate the results of our
strategy execution against short- and long-term targets in our
planning and control cycle and review our long-term roadmap
annually.
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Operational risks

Description: Informationtechnology (IT) isvitallyimportantto 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 infrastructure 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. We experienced post implementation issues in the
second half of 2019 related to the completion of major IT
transformation projects in our Customer to Cash process. These
issues have been addressed and the IT environment is stabilising.

Mitigation: Cyber security is centrally governed, managed by a
central Cyber Security Office with decentral cyber security
coordinators. Given our full (public) cloud strategy, management
of our cloud suppliers is one of our most important processes and
subject to astrict control framework (so-called CRA methodology).
Appropriate attention to cyber security at all stages of the IT
developmentprocessissecuredviathe SecuritybyDesignprinciple
and as such is explicitly addressed in architecture and design
documents, testing and implementation plans, and awareness
programmes, and so on. All critical applications are frequently
measured and tested against our resilience criteria and actions are
taken to keep the application up to date and at the required levels.

Description: Cost saving initiatives, including streamlining our
workforce, introducing greater efficiencies across our

E-commerce growth

O Engaged people

Manage declining mail volumes

E-commerce growth

Customer experience

Engaged people

infrastructure, and reducing costs at our head office, may be
delayed or not achieve the results intended. Additionally, 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 a drop in the delivery quality of our mail business.
Other adverse results could be an impact on our reputation and
financial performance.

Mitigation: Cost savings projects are executed via enhanced
programmes and are monitored continuously by a programme
office. Mechanismsto adjust to changing circumstances have been
implemented and are reviewed periodically. Execution via pilots
and in close collaboration with the Works Council enables smooth
implementation on a larger scale.

Description: Implementation ofthe businessstrategyis supported
by a change programme. We are implementing an increased
number of growth initiatives, restructuring and IT projects, as well
as undertaking acquisitions and divestments. These all require
significant change and stakeholder management, as well as project
management expertise. Executing the broad range of projects and
operational activities in parallel may cause delays in successfully
implementing 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. We may lack resources in terms of
quantityandqualitytoexecutetheseprojects. Thestrategicchange
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projects inherently increase the risk that internal controls are
ineffective for a short period.

The sale of Postcon and PostNL Communicatie Services, and the
acquisition of Sandd, we completed in the second half of 2019.
PostNLaimstocomplete theintegration of Sanddinearly 2020 and
may experience operational disturbances during the
implementation process.

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
changeagenda. Theagendaismonitored byadequate programme
management. Priorities within the criticalimplementation projects
are reviewed during our planning events every three months to
ensure alignment with PostNL's strategic priorities on the tactical
level. We also employ and develop in-house expertise, including
talent management. We mitigate the increased risk that internal
controls are ineffective for a short period by performing
compensating controls and activities.

Description: We are facing the risk of operational failures and
disruptionin 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 capacity 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 providers, this may result in more traffic congestion, which
imposes arisk on our ability to deliver a growing number of parcels

Regulatory risks

Description: We are confronted with complexlegal and regulatory
requirements in the countries in which we operate. These include,
but are not limited to, tariff regulation, competition law, regulation
related to dangerous and prohibited goods, customs regulations,
labour regulation, data protection, environmental and privacy
requirements. In addition, we must comply with the relevant
preconditions connected to the acquisition of Sandd. Changes in
legal and regulatory requirements, and the interpretation thereof,
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on time. This may have a material effect on our business as
customers increasingly look for fast delivery options.

Mitigation: We continuously look for initiatives that increase our
operational efficiency in our sorting centres in order to increase
the capacity of our networks. In order to manage expected growth,
we continue to invest in new sorting centres and vehicles, and we
also invest in recruitment, development and retention of our
personnel. Over the long term, we are investigating the future
logistical model for Parcels.

Operational efficiency in road transport is an ongoing focus area.
This includes, for example, optimisation of packaging and route
planning to increase the occupancy rate of our road transport.
Furthermore, we have launched a programme called “city
logistics” to explore the potential of future parcel delivery business
modelsincities. Thisincludes city hubs, zeroemissiontransportand
other sustainable solutions.

Description: People are at the heart of the services we provide to
our customers. We face therisk of not being able to attract, develop
and retain qualified personnel. This risk concerns people in our
operations, specialistsand management.Keydriversforthisrisk are
the overall scarcity of resourcesinthe labour market and the overall
attractiveness of PostNL as employer.

Mitigation: We make use of innovative online recruitment
techniques and are continuously improving the employee
experience. 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.

O Accessible and reliable postal services

had and may continue to have, an adverse material impact on our
business operations, our reputation and on our financial
performance.

In the Netherlands, a specific regulatory circumstance is that
PostNLisappointed as the designated operator to provide services
underthe universal service obligation (USO). Thisis the basic postal
service that ensures that nationwide postal services remain
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accessible, affordable and reliable for all. 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
impactonourabilitytoadapttomarketdevelopmentsandchanges
in customer demand in a timely and effective way. New legislation
is being developed, for which drafts have been communicated in
2019, while the implementation is expected in 2021. However, the
related uncertainty and potentially negative financial
consequences remain a risk.

Mitigation: We implement appropriate policies, processes and
internal control procedures, which limit exposure to complex legal

Financial risks

Description: Being a good employer is vitally important to us. One
aspect of this is the terms and conditions under which we hire our
personnel and employ outsourced labour. These terms and
conditions, including salaries and other secondary benefits,
represent a substantial expense for our company and is an
important component of our operating model. Our financial
performance couldbe affectedbyhigherthananticipatedtotal cost
oflabour and/or other related losses. In addition, opportunity costs
duetooperational disruptionsasaresultofactionfromtrade unions
and/or media could further undermine our financial performance.

Mitigation: We maintain good relations with trade unions and
social partnersbased onmutual recognition of sharedinterests. We
agreed to a Social Plan in 2015, which remains in place until
31December2020.0n4March 2019.wereachedafinalagreement
regarding the PostNL CLA and the Saturday deliverers CLA. Both
apply to the period 1 January 2019 to 31 March 2020 and include
agreementsonsalaryincreases. The CLA covering deliverersat Mail
in the Netherlands expired on 30 September 2019. Negotiations

and regulatory requirements, such as competition law and anti-
bribery acts, and operate a robust integrity programme that
includes business principles. We have a continual dialogue with
governmental and non-governmental stakeholders about
complying with regulation. We are constantly adapting our
operations to changes in the legal and regulatory requirements.
In addition, we continue dialogue with governmental and non-
governmental stakeholders about the development of USO
regulations at both EU and national levels.

Financial performance and position

Financial performance and position

Financial performance and position

Financial performance and position

with trade unions have started and we aim to agree on the new CLA
in the first quarter of 2020.

Description: 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 obligations.

Mitigation: We hold openandregular discussions with the pension
fund trustee board, which is independent of PostNL. We have
reduced the volatility risk of pension provision in recent years by
revising our finance agreement with the pension fund. 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 materially bad
economic climate, combining lower interest rates, declining
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pensionfundassetsandmaterialincreasesinlife expectancy, could
still negatively impact cash and equity.

Description: We are exposed to a variety of financial risks, such as
currencyrisk,interestratefluctuations, creditrisk, liquidityrisk, price
riskand cash flow risk. Theserisks can have an adverse effect on our
financial position and results. This also impacts the valuation of
the pension provision.

Mitigation: Such risks arise in the normal course of business and
we use various techniques and financial 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. In September 2019, PostNL issued a new 'green’ bond
amounting to €300 million, with a fixed interest rate of 0.625% and
an expiration in 2026, to finance its sustainability initiatives. This
lowered our interest expenses and improved our ratios. For more
information, see note 4.4 to the consolidated financial statements.

Description: We are exposed to claims for loss or damage. Some
of these exposures are covered under conventions such as the
United Postal Union, the Warsaw Convention or the Conventionon
the Contract fortheinternational Carriage of Goods by Road, as well
asPostNLs generalterms and conditions. Claims forloss or damage
notcoveredunderthese conventionsorPostNL's generaltermsand
conditions may negatively affect our financial performance. Our
exposure to thisrisk is increasing as a result of the growing volume
of e-commerce parcel deliveries in our portfolio, which on average
are higherinvalue.

Mitigation: We maintain insurance policies in relation to our
business and assets with reputable underwriters 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.

Main risk related events that occurred in
2019

Some elements of the risks described in our risk profile section
occurred in 2019. Below is a summary of the main events. No
unforeseen significant events, which were not included in our risk
profile 2018, occurred in 20109.

Within Parcels in the Benelux, where competition s already strong,
we continue to experience competition from both established
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logistics players and new entrants, attracted by growth in the e-
commerce market. Our largest competitors are investing heavily
intheirnetwork capacity. Inaddition, our largest customersachieve
high growthleadingtoachangeinmarketdynamics. The slowdown
in volume growth during the second half of 2019 in our Parcels
segmentismainly attributedto a slower growthinthe e-commerce
market, rather than to the effects of competition. Performance in
our Cross Border Solutions business did not show the expected
improvement in 2019, which was due to fierce price competition,
asothermajor European players offersimilarpropositionsatalower
cost. In Europe, international mail volume is declining faster than
expected. This can partly be explained by substitution, while the
remaining effectis a result of competition. We are continuously
assessing the impact of the Brexit decision on our UK cross-border
business activities.

Cyber-attacks and online fraud attempts have become more
attractive for criminals in recent years and the likelihood of this risk
materialising is increasing. Cyber security is an essential element
inourlT strategy, whichensuresappropriate attentionto cyberrisks
in all stages of the IT development process. We continuously
monitor external developments for potential threats and cyber
securityincidentsand strive toimprove our monitoring capabilities.
In addition, we are collaborating with governmental institutions,
businesses and research bodies to combat internet crime and
closely follow technological developments in this area. We also
organise attack simulations and awareness programmes on
phishing, hacking and social engineering. Furthermore, we aim to
increase the resilience of our IT environment in Operations, also
called Operation Technology (OT). In 2019, appropriate measures
were taken to implement the same process and standards in our
OT as with the rest of our IT infrastructure. Despite these efforts, it
isimpossible to completely eliminate this risk. These are the main
events related to cyber-security that took place in 2019:

« Ransomware infection. One of our suppliers was affected by
ransomware. Due to this incident they had to reinstall their
applications. The effect on our operations was relatively small.

« Credential stuffing. An attacker received login information from
PostNL customers. We were able toreset the passwords quickly,
which minimised the impact of the attack. We informed our
customers about the incident immediatelly.

Anumber of important changes were successfully implemented
in 2019 that help us realise our cost-saving initiatives, such as the
implementation of the new coding system and the combibundel
as part of the New mail route delivery model. The project has a
considerable impact on our customers, operations and our
employees.Additionalinformationontheseinitiativescanbefound
in the chapter 'Customer value.'
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The sale of Postcon and PostNL Communicatie Services and the
acquisition of Sandd were completed in 2019 and we aim to
complete the integration of Sandd in the first half of 2020. These
events played amajor partin the realisation of our strategic change
programme in 2019. The operational integration of Sandd required
extraordinary commitment and effort from ouremployees,and put
considerable pressure on our change and operating capacity. The
risks related to this operational integration have been successfully
managed as part of the integration project. For this project we had
to utilise most of our remaining change capacity, which may result
in delays in other ongoing or new change initiatives.

The volume growth in our Parcels business continues to put
pressure on our network, especially during peak periods. However,
we have exceeded our target for parcel delivery quality as a result
of multipleimprovementsinthe second half of 2019. Theseinclude
the increased capacity through our new sorting centres, a new
cross-dock, and better capacity planning with large customers. For
Mail in the Netherlands, the final four months of 2019 proved very
challenging, which mainly coincided with the first mail volumes
from Sandd delivered through our network.

In 2019 we experienced scarcity in the labour market and ability to
retain qualified personnel. Toincrease PostNLs attractivenessasan
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.

An overview of the most important developments related to the
total cost of employment can be foundin the chapter'Social value'.
In 2019 the main events related to this risk were:

« InFebruary, PostNL decided to stop contracting and start
working with temporary workers at parcel sorting centres to
provide clarityinthe social discussion on contracting. Inaddition
to the many permanent employees at PostNL, flexible staffing
remains a necessity at the sorting centres. The wages of
temporary personnel are based on the collective bargaining
agreement for temporary workers (ABU collective labour
agreement) and-accordingly - the user company remuneration
under the PostNL collective labour agreement. A number of
PostNL's parcel sorting centres already work with temporary
workers and the last parcel sorting centres will make the switch
in 2020.

« PostNLand trade unions Bondvan Post Personeel (BVPP), CNV
Publieke Diensten and VHP2 reached agreements regarding a
new PostNL collective labour agreement (CLA) and a new CLA

for Saturday deliverers following consent from their members.
The members of FNV did not agree with the outcome of the
collective bargaining consultation.

« Atyearend2020allremaining conditional soft pension benefits
of our CLA employees have to be funded towards the pension
fund. Based on the financing agreement with the fund, the costs
are based on Q32019 parameters. Interest rates were at a multi-
year low during Q3 2019 and negatively impacted the amount
of the final payment, which would amount to approximately
€300 million. Taking into account the interests of all
stakeholders, PostNL has initiated discussions with the fund on
options for a solution smoothing the impact of the low interest
rate in the determination of the final payment. A possible
solution might be to apply pricing based on expected returns
in combination with a mark-up to the actuarial costs per
31 December 2020 capped at a maximum amount. This could
lead, should interest rates develop beneficially, to an outcome
that the required overall payment can come down and/or
phased differently. The entitlements of the employees will not
be affected, as payments will be based on a cost effective
premium. We aim to conclude on this process in Q1 2020.

Future risks

Climate change is an emerging risk that we are monitoring closely,
and relate to our ability to anticipate and mitigate the risks
stemming from extreme weather conditions such as extreme heat
or flooding. Such risks are addressed through specific measures as
part of ourregular business continuity process. Forinstance, during
the periods of extreme heat we have taken steps to improve
ventilation, improve availability of fresh water, introduced longer
pauses and adjusted working times.

We also closely monitor potential national or global outbreaks of
a pandemic, such as the recent coronavirus outbreak in China. We
have existing business continuity plans as well as occupational
health & safety procedures in place to mitigate such risks, should
they escalate . The crisis management team of our international
Spring business in Hong Kong has been activated, which evaluates
the situation on a daily basis and provides guidance to our
employees. The measures taken include dissemination of relevant
information about the disease and its symptoms, action protocols
in case symptoms are experienced, and a travel ban to China.
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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 (AGM) for adoption.

Remuneration report 2019

Remuneration Committee

The Remuneration Committee has overseen the execution of
the remuneration policies as approved by the shareholders at
the AGM in 2005 and 2013 and continued to ensure that
decision making is in line with those policies, PostNL's
performance and strategic priorities.

The Renumeration Committee consists of:

» Chairman: Jacques Wallage

» Member: Eelco Blok

« Member:Marc Engel (stepped-downasper10ctober2019)
« Member: Jan Nooitgedagt (joined per 13 December 2019)
« Member: Agnes Jongerius (joined per 13 December 2019)

Message from Jacques Wallage
Dear reader,

On behalf of the Supervisory Board, | am pleased to present our
2019 remuneration report. This report includes a brief summary
of our current remuneration policies for the Board of Management
and Supervisory Board. In addition, it includes an overview of the
execution of the remuneration policies in 2019.

The 2019 remuneration report is our first report under the new EU
Shareholders Rights Directive which is transposed into Dutch
national law. Since a final set of EU guidelines on the standardised
presentation of the remuneration report is not yet available, we
have decided to draft this report in the spirit of the latest version
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The main responsibilities of the Remuneration Committee are:

» Make a proposal for a clear and understandable
remuneration policy for the Board of Management and
the Supervisory Board to be pursued

« Make a proposal for the remuneration of the individual
members of the Board of Management

« Prepare the remuneration report

» Make a proposal for targets on performance measures
included in the remuneration policy and measure
achievements against those targets for variable
remuneration components

« Make a proposal for the grant of (conditional) company
shares

of the draft guidelines. We intend to further update our report next
year, when we expect the final EU guidelines have been published.

The 2019 remuneration report will be subject to an advisory vote at
our AGM on 14 April 2020.

Highlights of 2019

In 2019 we acquired Sandd and divested Postcon and PostNL
Communicatie Services. Furthermore, we updated our strategy for
the parcels business and presented a new financial framework as
from 2020. PostNL will manage its financial performance based on
normalised EBIT and free cash flow (FCF). These new key financial
metrics have been chosen in order to improve the visibility and
comparability of PostNLs financial performance.
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2019 was a challenging and dynamic year. Our underlying cash
operating income of €176 million came in at the top-end of our
outlook range. This was the result of strong focus on our strategy
with a solid performance in the last quarter and several one-off
impacts throughout the year.

The improvements we realised in our net working capital
contributed significantly to our net cash flow in 2019 compared to
2018. Adjusted net cash from operating & investing activities
exceeded target level and amounted to €202 million.

Considering the magnitude of the changes that were implemented
in2019, particularly withinthe mail organisation and theimpact this
has had on the daily work of tens of thousands of employees, we
are pleased with the promising uplift of employee engagement
scores in the second half of 2019 compared to early 2019. In
addition, the previously downward trend was stabilised at 65%.

At Mail in the Netherlands, we missed our delivery quality target
(95%) with around 1%, ensuring that 94% of consumer mail was
delivered the next day. The implementation of the New mail route
andpreparationsfortheintegration of Sandd temporarilyimpacted
our quality levels. In addition, the continuing tight labour market
inthe Netherlands madeit challenging to attract sufficient qualified
people in certain areas of the business.

Across the company, the percentage of highly satisfied customers
was 27% in 2019. Whilst we did not meet our 2019 target of 30%,
we did manage to bend the downward trend during the year, with
the percentage of highly satisfied customers increasing to 28% in
the fourth quarter from 26% in the second quarter. In the first six
months in particular we were operating at peak network capacity
for extended periods in our Parcels business, and made a number
of changes across our logistics network. Together, these
developments impacted customer satisfaction.

We implemented our new CO, emission reduction targets and
monitoring on our new indicators. 2019 was the last year we
monitored our CO, efficiency index, a combined metric for our CO,
efficiency of buildings and fleet. Limitations in availability of biogas
vehicles and strong growth in large truck transport resulted in a
performance of 39.3 versus a target of 37.3.

We areverypleased with the progress made with respect to growth
initiatives, particularly the introduction of new (digital) services to
make online shopping easy and various initiatives in the growth
sectors health and food.

Remuneration levels for the Supervisory Board remained stable
compared to 2018.

In 2019, we reviewed the remuneration policies for the Board of
Management and Supervisory Board to ensure both are compliant
with the new EU Shareholders Rights Directive and the
implementation thereof in Dutch national law as per 1 December
2019.

We have further aligned the remuneration policy of our Board of
Managementwiththelong-terminterestsof all stakeholders taking
into account our new financial framework as of 2020 and included
share ownership guidelines. In addition, we have simplified the
remuneration structure for the Supervisory Board.

During this process, we consulted multiple internal and external
stakeholders and took their feedback into account. The new
remuneration policies will be subject to binding votes at the AGM
on 14 April 2020.

In 2020 we expect to finalise the integration of Sandd and conclude
the divestment of Nexive.

Upon approval by the AGM, 2020 will be the first year the new
remuneration policies will be effective. We intend to update our
2020 remuneration report in line with the final EU guidelines and
takingintoaccountthe advisoryvote of shareholdersregarding this
remuneration report on 2019.

The Hague, the Netherlands, 24 February 2020

On behalf of the Remuneration Committee

Jacques Wallage, Chairman
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The main principles of PostNL's current renumeration policy are:

The remuneration of the Board of Management is based on the = sobriety

remuneration policy as adopted by the AGM on 16 April 2013. « abase salary based on median market levels

The remuneration of the Supervisory Board is based on the « moderate variable remuneration with focus on both short-term
remuneration policy as adopted by the AGM on 7 April 2005. More and long-term objectives

detailed information can be found in the chapter 'Remuneration’ « long-term compensation supportive to the attainment of

of the 2018 Annual Report.

PostNL's strategy
« transparency
« alignment with multi-stakeholder interests

The objective of the remuneration policy is to attract, retain and = responsible and risk-controlling
motivate qualified members in the Board of Management of the « performance-relatedforreasonable variable remuneration with
highest calibre essential for the successful leadership and effective payoutin cash andin shares

management of a large company.

Main elements of remuneration policy

Base Provides a fixed level of earnings to attract
salary and retain the Board of Management to
execute PostNL's strategy

Short- Rewards the delivery of short-term
term performance and takes the interest of
Incentive multiple stakeholders into account
(STI)

Long- Rewards long-term value creation to
term PostNL's strategy and reinforces
Incentive alignment with shareholders interest by
(LT granting shares

Pension  Remain competitive with the market
and
benefits

The main elements of the remuneration policy are as follows:

Base salaries based on median market levels
In 2013 these have been set at €625,000 for the CEO and €475,000 for the CFO. Since 2013,
base salaries have not changed

The STl represents a potential reward of 37.5% of the annual base salary, which is based on
annual performance measures representing a multi-stakeholder perspective

A performance measure can only contribute to the STl payout if it is fully met, which means
there is no stretch and no threshold

The STl plan provides a cash payment reflecting the realised achievement of targets set on
each of the performance measures

The LTI represents a potential reward of 37.5% of the annual base salary

Itis a conditional share plan based on a three-year performance period, supportive to the
attainment of PostNL's strategy

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

Vesting is subject to the achievement of targets set on each of the long-term performance
measures. The conditional shares and their conditional dividend equivalents will vest after a
performance period of three years

Vested shares will remain restricted for a period of two years following the three-year
performance period

A career average pension scheme is in place

The retirement age is set at 68

Pensionable income is capped at the statutory maximum salary (2019: €107,593), offset for
state pension (2019: €14,771)

The annual accrual rate for old age pension for 2019 is 1.652%, benefits are conditionally
indexed during the accrual

Employee contribution amounts to 6% of the pensionable base

Structural annual allowance of 19% of gross base salary above the statutory maximum salary.
For the CEO a temporary allowance of - currently - 1% of the gross salary above the statutory
maximum is in place (final year: 2019)
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Remuneration policy of members of the Supervisory Board
Theremunerationofthemembersofthe SupervisoryBoardreflects
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

PostNL Remuneration of Supervisory Board in€
2019

Chairman
Member
Committees

Audit and remuneration

Nomination

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 mortgages loans, advance payments,
guaranteesandoptionsorsharestoanymemberofthe Supervisory
Board.

Annvual base fee

55,000

40,000

Meeting fee

Chairman 2,500
Member 1,500
Chairman 1,500
Member 1,000
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2019 actual remuneration

The following section provides insight in how our remuneration
policywasimplementedin 2019 forboth ourBoard of Management
and Supervisory Board. The presented figures are at market value,
unless stated otherwise. For IFRS based figures on the
remuneration see note 5.1 of the 'Consolidated financial
statements'. Scenario analyses have been performed in confirmity
with the Code.

Implementation of the remuneration policies

In 2019, we have overseen that all decisions made on Board of
Management and Supervisory Board remuneration are in line with
the remuneration policies as approved by the AGM in 2013 and
2005.

Decision making process
No deviations took place from the decision-making process for
the implementation of the remuneration policies.

Temporary deviations from the remuneration policies
No temporary deviations took place from the remuneration
policies.

Remuneration grant by subsidiaries or other companies

No remuneration has been granted and allocated by subsidiaries
or other companies whose financials are consolidated by PostNL
N.V. since all members of the Board of Management and the
Supervisory Board are paid directly bij PostNL N.V.

Severance payments

No severance payments were granted to members of the Board
of Management and the Supervisory Board.

PostNL Remuneration Board of Managementin €

15. Remuneration report

Claw-back variable remuneration
No variable remuneration has been clawed-back.

Total remuneration of the Board of Management

External perspective

In line with our remuneration policy, we periodically review and
benchmark all remuneration elements for the members of the
Board of Management against a peer group. The peer group has
not changed compared to 2018.

Internal perspective

Furthermore, we take the internal perspective into accountin the
execution of the remuneration policy in order to ensure internal
consistency with the remuneration of our employees. In 2019, we
monitored the development of our internal pay ratios. The ratio
betweentheannualtotalremunerationforthe CEOandtheaverage
annual total remuneration for an employee (on a full-time basis)
was 24.8 for 2019. The ratio between the annual total remuneration
for the CFO and the average annual total remuneration for an
employee (on a full-time basis) was 18.8 for 2019.

We provide more detailed information on the development of
Board of Management remuneration versus wider workforce
remuneration in the section 'Information on the change of
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remuneration and company performance'.

Base salary

The base salaries for both members of the Board of Management
remained unchanged in 2019 compared to 2018 (CEQ: €625,000;
CF0:€475,000). Since 2013, the base salaries have not changed.

The total remuneration of the Board of Management in 2019 (and
2018) is outlined in the following table:

2018,2019
Fixed remuneration Variable remuneration Fixed-
Name of Director- Reported Other Pension One year Multi-year Total variable
position Year Base salary benefits* costs? variable variable remuneration remuneration
Herna Verhagen - 2019 625,000 185,135 46,614 140,625 107,742 1,105,116  78%-22%
CEO 2018 625,000 196,006 47,670 93,750 111,846 1,074,272 81%-19%
Pim Berendsen - 2019 475,000 115,002 44,566 106,875 47,293 788,736  80%-20%
CFO 2018 333,819 77,039 28,405 50,073 47,431 536,767  82%-18%

1 Other benefits include company costs related to tax and social security, pension allowances, company car and other compensation.

2 Pension costs represent the cash out for defined benefit scheme (net of employee contributions), risk premium for a net pension plan and the unconditional indexation for pension benefits accrued before

1 January 2001.
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PostNL Short-term Incentive

2019
Relative Minimum Actual
Name of weight of threshold of remuneration
Director - performance performance Actual (% of base
position Performance measure Link to strategic objective measure measure performance salary)
Herna Verhagen - Underlying cash operating
) ) 30% €173m €176m 11.25%
CEO income Deliver profitable growth and
Pim Berendsen -  Adjusted net cash from generate sustainable cash flow
) ) . . 30% €144m €202m 11.25%
CFO operating & investing activities
Total Financial performance measures 22.50%
Employee engagement Enhance sustainable
B 10% 66% 65% 0%
employability
Customer satisfaction Help customers grow their
) 10% 30% 27% 0%
business
Quality score Secure accessible and reliable
. 10% 95.3% 94.3% 0%
postal services
CO, reduction Reduce environmental impact 10% 37.3 39.3 0%
Total Non-financial performance measures 0%

Total 22.50%

Short-term Incentive (STI) 2019

STl payout for the Board of Management is based on actual
performance (againstthe 2019targets on each of the performance

Long-term Incentive (LTI) 2019
The performance measures in our remuneration policy contain
financial performance measures.

measures) as assessed by the Remuneration Committee and

summarised in the table above.

The financial targets have been adjusted for the impact of the

acquisition of Sandd.

PostNL Long-term Incentive

The Remuneration Committee assessed the achievements of the
Board of Management over the three-year performance period.
Targets on each performance measure versus actual performance
are summarised in the table below.

2019
Relative Minimum Maximum Actual Actual

Name of weight of threshold of threshold of remuneration remuneration
Director - Performance performance performance performance (% of base (% of base
position measure Link to strategic objective measure measure measure salary) salary)
Herna Verhagen - Underlying net cash  Deliver profitable growth and

. . 33.33% €480m £€540m €410m 0%
CEO income generate sustainable cash
Pim Berendsen - Cost savings flow 33.33% €380m €420m €301m 0%
CFO New growthinitiatives Help customers grow their

33.33% Reasonable  Very Good Very Good 12.50%

business

Total 12.50%
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The applicable number of performance shares willvestin 2020 and

are subject to a two year holding period which enhances the
alignment of long-term interest of the Board of Management
members and our shareholders.

The market value of shares granted, vested and those shares
subject to a holding period are presented in the table below.

PostNL Shares (market value) in €

15. Remuneration report

The market value of the shares is determined by multiplying the
number of shares by the five-day volume weighted average share
price of PostNL priorto 1 January 2020 ad €2.0208 (2018:£1.9597).
For the number of shares we refer to note 5.1 in the chapter
'Financial Statements".

Value of
Value of net shares subject

Value of Value of shares under toa
Value of shares Value of Value of shares aholding performance
Name of Director - Specification shares held at granted dividend shares settled forfeited periodat31 condition at
position of plan 1Jan 2019* during 2019* shares® during 2019 during 2019 Dec 2019 31 Dec 2019
Herna Verhagen -
CEO PSP 2019 204,519 9,154 213,673
PSP 2018 153,243 19,923 173,166
PSP 2017 112,930 14,683 127,613
PSP 2016 140,300 11,450 (107,742) (44,007) 51,985
PSP 2015 55,416 55,416
PSP 2014 77,804
Total 539,693 204,519 55,210 (107,742) (44,007) 107,401 514,452
Pim Berendsen -
CFO PSP 2019 155,436 6,958 162,394
PSP 2018 116,465 15,142 131,607
PSP 2017 51,302 6,671 57,973
PSP 2016 61,582 5,026 (47,293) (19,315) ¢
Total shares 229,349 155,436 33,796 (47,293) (19,315) 351,973
Total Market value 769,042 359,955 89,006 (155,035) (63,322) 107,401 866,425

1 Theshares held by Pim Berendsen up to and including 2017 reflect the number of shares that were granted in his duty as member of the Executive Committee.

2 The number of conditional shares granted is based on 37.5% of the annual base salary divided by the five-day average Euronext Amsterdam share price of PostNL prior to the date of publication of the Q1

2019 results (€2.3158).

3 Conditional dividend shares were granted following the final dividend 2018 and interim dividend 2019.

4 The shares of PSP 2016 were granted to Pim Berendsen in his role as member of the Executive Committee and are not subject to a holding period.
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Shares held by Board of Management in shares
2018,2019

Herna Verhagen - CEO Conditional shares

Unconditional shares under a holding period

Unconditional shares not subject to a holding period

Pim Berendsen - CFO Conditional shares

Unconditional shares under a holding period

Unconditional shares not subject to a holding period

31 Dec 2019

201,145 254,579
57,623 53,148
190,217 220,417
448,985 528,144
113,494 174,175
34,851 46,142
148,345 220,317

The conditional shares, unconditional shares under a holding
period and unconditional shares not subject to a holding period are
presented in the table above.

The table below provides an overview on the change of
remuneration, company performance, average remuneration per
FTE and internal pay ratios over the last 5 financial years (IFRS
based).

In line with the Code, the remuneration of the Supervisory Board is
not related to the company performance and paid in cash only.

Performance/remuneration/internal pay ratio
(IFRS based)

Underlying cash operatingincome  in € million 305
Deltain %

Underlying net cash income in€million 165
Deltain %

Revenue PostNL in€million 2,751
Deltain %

Total remuneration CEO in€ 1,514,384
Deltain %

Total remuneration CFO in€ 1,153,617
Deltain %

Average remuneration per FTE? in€ 46,606
Deltain %

Internal pay ratio

CEQ? 325

CFO? 24.8

Therefore, the Supervisory Board is excluded from this table. Foran
overview of the total remuneration of the Supervisory Board over
the last five years, we refer to tabel 'Five year overview total
remuneration Supervisory Board'.

The ratios between the annual total remuneration for the CEO and
CFO and the average annual total remuneration for an employee
was 24.8 for the CEO in 2019 and 18.8 for the CFO in 2019. The
average remuneration per FTE in 2019 decreased due to the
acquisition of Sandd. The table below shows the ratio development
over the last 5 years.

2019

254 241 188 176

-17% -5% -22% -6%

108 154 138 135

-35% 43% -10% -2%
2,723 2,725 2,772 2,844
-1% 0% 2% 3%
1,406,648 1,127,609 1,204,669 1,095,078
-7% -20% 7% -9%
1,020,880 822,655 1,020,581* 831,273
-12% -19% 24% -19%
46,292 45,939 48,998 44,108
-1% -1% 7% -10%

304 245 24.6 24.8

221 17.9 20.8 18.8

1 JanBos stepped down as CFO on 17 April 2018 and acted as advisor to the Board of Management until 1 June 2018; Pim Berendsen was appointed as CFO on 18 April 2018.

2 Based on the total salaries, pensions and social security contributions (excluding the CEO and CFO) divided by the average number of FTE's minus two as reported in the chapter 'Financial Statements'

of the relevant years.

3 Herna Verhagen was CEO over the presented years.
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2018,2019

Supervisory Board member Base Committee meeting fees Total

compensation Nomination Remuneration Audit remuneration
J.Nooitgedagt 55,000 9,000 4,500 68,500
J. Wallage 40,000 5,000 10,000 55,000
E. Blok 40,000 7,500 7,500 55,000
A.M. Jongerius 40,000 6,000 46,000
F.H. Révekamp 40,000 6,000 46,000
M.E. Van Lier Lels! 28,242 6,000 34,242
T.Menssen 40,000 6,000 12,500 58,500
Total current members 283,242 32,000 22,000 26,000 363,242
JW.M. Engel? 30,000 6,000 4,500 40,500
Total 2019 313,242 32,000 28,000 30,500 403,742
Total 2018 283,283 18,000 16,500 30,000 347,783

1 MsVan Lier Lels was appointed as per 17 april 2019

2 MrEngel stepped down as per 1 October 2019

Total remuneration of the Supervisory Board in 2019
The total remuneration of the Supervisory Board in 2019 (per

individual member) and 2018 (as a total) is presented in the table

above.

In line with our remuneration policy, the Supervisory Board
members are only entitled to a base compenstation and an
attendance fee per committee meeting. The members of the
Supervisory Board receive no compensation related to

performance and/or equity and accrue no pension rights with the

company. As such, their total remuneration is 100% fixed. The

members ofthe 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.

A five year overview of the total remuneration of the Supervisory
Board is presented in the following table.

PostNL Five year overview total remuneration Supervisory Board in€

2015-2019

Supervisory Board member 2015 2016 2017 2018 2019
J.Nooitgedagt 43,736 68,500
J. Wallage 51,000 47,500 66,750 57,547 55,000
E. Blok 23,000 49,000 53,000 55,000
A.M. Jongerius 53,500 51,500 51,500 45,500 46,000
F.H. Révekamp 51,000 51,500 52,000 44,500 46,000
M.E. Van Lier Lels 34,242
T. Menssen 58,500 56,500 58,500 49,500 58,500
Total current members 214,000 230,000 277,750 293,783 363,242
JW.M. Engel 47,500 52,000 51,000 54,000 40,500
M.A.M. Boersma 55,000 60,625 16,042

P.C.Klaver 65,500 19,042

Total former members 168,000 131,667 67,042 54,000 40,500
Total remuneration 382,000 361,667 344,792 347,783 403,742
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(Representingbodies of) severalinternaland external stakeholders
have been consulted in drafting the 2020 remuneration policies.
The following section summarises our adjustments to the
remuneration policies for the Board of Management and the
Supervisory Board, which will be put forward for a binding
shareholdervoteatthe 2020 AGM. Subjecttoshareholderapproval,
both policies will take effect from January 2020 onwards and
intended to remain in place for a period of four years, in line with
applicable legislation.

On 3 March 2020 the agenda for the AGM will be made public
including the remuneration policies of the Board of Management
and the Supervisory Board.

» Guiding principles: In order to attract, reward and retain
qualified Board of Managementmembersto setandimplement
our purpose , ambition, strategy, objectives and culture, we
updated our guiding principles to: alignment, transparent,
compliant, simple and sustainable.

« Base salary: The possibility for a regular annual base salary
increase is introduced. Which is capped at the salary increase
of the broader PostNL workforce as agreed upon in the PostNL
collective labour agreement to ensure alignment and
transparency.

« Variable remuneration: Variable remuneration levels used to
be defined as ‘moderate’. For reasons of clarity, variable

remuneration levels are now set with a reference to the 25th
percentile of the peer group (the lower quartile).

« LTI termination provision: Contrary to the previous policy, in
case of termination, LTI performance is determined upon actual
performance at the end of the respective performance period
andismade payable thereafter. Thisway PostNL recognisesand
rewards a member of the Board of Management both for the
contribution during the period in service, while ensuring an
aligned, transparent and simple settlement.

« LTIfor new Board of Management members: As opposed to
the previous policy, new Board of Management members will
directlyparticipateintherunningLTIplanstoachieveimmediate
shareholder alignment. Conditional shares under the running
LTI plans will be granted pro rata in time, with the same
performance measures and targets as applied to other Board
of Management members.

« Share ownership guidelines: Minimum shareholding
requirements apply to all members of the Board of
Management. This fosters the identification of the Board of
Management members with PostNL's strategy and its
shareholders and aims to ensure a sustainable link to the
performance of the company. Minimum shareholding
requirements forthe CEOand CFO are equivalentto 75% of base
salary to be built up over a period of 7 years.

« Derogation: In the previous policy, one-off payments could be
granted in special circumstances. Now, for compliance and
alignment purposes, temporary derogation from the policy is
only allowed in ‘exceptional circumstances’, whereby
‘exceptional circumstances’ is defined in the Dutch Civil Code.

Short-term Incentives (STI) performance measures (incl. weighting)

Underlying cash operating income  Profitability (30%)
(30%)

Adjusted net cash flow from Cash generation (30%)
operating and investing activities

(30%)

Employee engagement (10%) Employee engagement (10%)
Customer satisfaction (10%) Customer satisfaction (10%)
Quality Mail (10%) Quality Mail (10%)

CO, reduction (10%) Quality Parcels (10%)

Aligned with new externally communicated financial framework, closer to
the income statement and improves comparative analysis with peers.

Aligned with new externally communicated financial framework.

Unchanged
Unchanged
Unchanged
Ensures focus on operational excellence to support sustainable growth and

complements the Quality Mail performance measure.
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Long-term Incentives (LTI) performance measures (incl. weighting):

Underlying net cash income Earnings attributable to shareholders Toensure consistencyandalignmentwiththe new, externallycommunicated

(33.33%) (25%) financial framework, earnings attributable to shareholders is a proxy for
dividend pay-out and therefore aligned with shareholders interest.

Costs savings (33.33%) Cash generation Parcels (25%) Since cash generation is an important indicator for long term value creation
and to realise margin improvement, better cash conversion and expansion
of infrastructure.

New growth initiatives (33.33%) Cash generation Mail in NL (25%) Cash generationis animportant indicator for long termvalue creationand to
realise synergy-effects of Sanddfollowing the consolidation, while continuing
to implement cost savings initiatives.

Climate impact (25%) Strongly linked to our long-term strategic commitment to reduce ourimpact

on the climate.

« Inordertoincrease transparency, predictability, simplicity and
align the policy with current market practice, fixed committee
fees replace attendance-based fees for committee meetings.
The remuneration level of these fixed committee fees are
aligned with observed market levels. This change can be
observed as cost neutral.
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Our tax policy and

principles

Inthis 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 policiy and principles 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 taxlaws andregulations
in countries where we conduct our business and are guided by
therelevantinternational 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 atleast annually our position on tax disclosures
with respect to transparency.

Relationship with tax authorities

We have built our relationship with the Dutch tax authorities on
thebasis of horizontal monitoring. This means that this relationship
isbased on mutual trust, understanding and transparency. In such
arelationship 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.

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 (i) secrecy
jurisdictions or so-called tax havens for tax avoidance. Considering
these principles, we view our tax risk appetite as moderate.
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Governance and accountability PostNL Revenue by region
2018, 2019
We have mechanisms in place to be able to adhere to these tax
principles. We acknowledge that a robust governance framework e Netherand 90%
e Netherlands o,
is required to maintain control over tax matters and related risks. o0 ——
Our tax control framework has been built and developed 50
. . Rest of Europe 6% [l
accordingly. Inthisrespect, asetofkey controlsontaxmattershave
been defined, controlling certain mhereht r|s.ks, which per|od‘|callg Restof the World g 5
have been executed and whereby oversight is kept and specific
review procedures performed by the Internal Audit department.
As animportant topic, also foreseen to remain important for the
comingyears,Group Taxhasincreasingattentionfortaxtechnology
(data analytics and more automated compliance and reporting in 2018 W 2019
particular) to further enhance its control framework.
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 PostNL Total taxes by region
Management. Part of the mandate is a roles and responsibilities 2018,2019
matrix on the basis of which it is clear how these roles and
responsibilities are allocated over the different areas within the 99%
iodi Theetnerends 100%
PostNL Group. We report periodically to the Board of Management
on adherence to the tax policy and underlying tax principles. Restof Europe 19%
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0%

Rest of the World 0%

Tax payments in more detalil

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

2018 | 2019
the most material ones. In 2019, we paid €478 million (2018:
€511 million) in tax. A breakdown of these by type and region is
shown in the charts below. Our revenue breakdown is included for
comparison. PostNL Total taxes by type
2018,2019
We monitor (inter)national developments (in particular
developments in the OECD and EU context) to improve tax Wage taxand social £a%
transparency. Complying with the legislation in the countries in security cantributions | 61%
which we operate our activities, we have filed a country-by-country 30%
. . . . . VAT and sales tax 27%
report in the Netherlands and our notifications in other countries
to the extent required. Also in 2019, these (inter)national ) 8%
. . Corporate income tax 7%

developments were discussed on several occasions to assess
whether our stance towards these developments should be Dividend withholding tax 32; |
adjusted. Interms of the outcome of these discussions, we continue
to strive for optimal tax transparency, which includes taking the Other taxes 2%

. - 3%
aforementioned developments, as well as competition -
considerations, into account. 2018 W 2019

PostNL Annual Report 2019



112

markets

PostNL on the capital

In this chapter we provide information about our capital structure,
the role of investor relations, our dividend and our financial calendar

for the year ahead.

Shares and share ownership

Ordinary sharesin PostNL N.V. (ticker: PNL, ISIN code 0009739416)
are listed on Euronext Amsterdam and included in the AMX index.
Options on PostNL shares are traded on Euronext Derivatives

Amsterdam and onthe European Options Exchange in Amsterdam.

In 2019, 1,378 million PostNL shares were traded on Euronext
Amsterdam (2018: 1,048 million). The average daily number of
shares traded was 5.3 million (2018: 4.1 million). The market

capitalisation of PostNL was €946 million at the end of 2019 (2018:

€937 million).

PostNL Relative performance PostNL compared to AMX-index
2019

30

26

22

18

14

1.0

Jan Feb Mar  Apr May Jun Jul Aug  Sep Oct Nov Dec

B AMX (rebased to PostNL) [ PostNL

PostNLs 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 493,952,586 on 31 December
2019 (2018: 469,199,776 shares). All shares in issue are fully paid.

In 2019, 23,900,149 shares were issued as stock dividend (2018:
15,165,535) and 852,661 for the share plan for employees (2018:
504,046).No preference shares Bwereissued and outstanding. For
more information on PostNL's equity, see note 4.6 to the
consolidated financial statements.

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
suchholdingreaches, exceedsorfalls 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 and their relative

ownership (>3%)
31 December 2019

Date of Company (Indirect Holding of
notification and/or (indirect
potential) and/or
Holding potential)
voting rights
16 December 2019 Norges Bank 3.08% 3.08%
29 November 2019 Edinburgh Partners 417% 417%
12 November 2015 J.H.H. de Mol 5.04% 5.04%

Shareholder base

Thedistributionof ourshares betweenretail (15%) andinstitutional
shareholders (85%) did not change compared to 2018. PostNL has
abroad base of international shareholders.
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PostNL Institutional shareholders by region
2018,2019 (in %)

23%

27% -

The Netherlands
Rest of Europe 3322
North America 5233:2

United Kingdom i;zz

1%

Rest of the World %0

2018 [ 2019

Bonds and credit rating

In September 2019, PostNL issued a Green Bond with an
outstanding amount of €300 million and a coupon of 0.625%,
maturing September 2026. The transaction highlights the
company’s commitment towards becoming a truly sustainable e-
commerce logistics provider. The net proceeds will be used to
finance and/or refinance new and/or existing eligible green
projects. This enables the company to contribute meaningfully to
the United Nations Sustainable Development Goals ‘Decent work
and economic growth’ and ‘Climate action’. The eligible green
projects focus on green kilometres, sustainable buildings and
innovation and efficiency.

PostNL currently has two Eurobonds outstanding, listed on
Euronext Amsterdam:

s POSTNL 1.0% 2024 (ISIN X51709433509), nominal value
outstanding €400 million

« POSTNL0.625% 2026 (ISIN XS2047619064), nominal value
outstanding €300 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) at BBB with stable outlook.

Investor relations

PostNLendeavourstostayinregularcontactwith ourshareholders.
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, consistentandtimelyway. The Board of Management
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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 other events. In addition, PostNL communicates
with the financial community through press releases, the
publicationofthe AnnualReport, General Meetings of Shareholders
and the company’s website. In 2019, PostNL visited investors in
major financial cities in Europe and North America. We meet with
(potential) investors regularly to ensure they receive 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. Inthe period preceding the publication of quarterly results,
PostNL will be in a ‘closed period'.

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 relevantinformation with regard to publication
dates and procedures to attend or listen in 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
PostNLs 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 2019 andinterimreports, pleasevisit PostNLs
website.

Dividend

Inaccordance with our dividend policy, we aim to pay a progressive
dividendwhich develops substantiallyin line with the development
of our operational performance. The condition for paying out
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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.

In financing the transaction with Sandd and the additional
integration costs, PostNL expects to temporarily exceed the
leverage ratio target. In line with its dividend policy, PostNL will not
pay dividend during the integration period and as long as the
leverage ratio exceeds ~2. PostNL aims to reduce the leverage ratio
below the 2.0x target in 12 to maximum 24 months and to resume
paying dividends thereafter.

Following the acquisition of Sandd that closed on 22 October 2019,
the leverage ratio at the end of 2019 amounted to 2.6. PostNL
proposes a dividend of €0.08 per ordinary share for 2019 (2018:
€0.24), which is equal to the interim 2019 dividend that was paid
inAugust2019. Thiswillbe proposedtothe Annual General Meeting
of Shareholders to be held on 14 April 2020. No final dividend will
be distributed.

At 21 February 2020, the Board of Management, with the approval
of the Supervisory Board, adopted a new dividend policy that is to
be applied on any profits over the financial year 2020 and
subsequentyearsthereafter (untiladjusted). This policyisavailable
on PostNLs corporate website and will be discussed during the
Annual General Meeting of Shareholders.

Important dates in 2020

Financial calendar

24 February Results fourth quarter and full year 2019
14 April Annual General Meeting of Shareholders
4 May Results first quarter 2020

3 August Results second quarter and half year 2020
2 November Results third quarter 2020

Contact details

Visiting address:
Prinses Beatrixlaan 23
2595 AK The Hague
The Netherlands

Mailing address:

PostNL Investor Relations
PO 30250

2500 GG The Hague

The Netherlands

Telephone: +31 88 868 61 61
E-mail: ir@postnl.nl
Website: postnl.nl/en
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Consolidated primary statements

PostNL Consolidated income statement in £million

2018, 2019
Year ended at 31 December Notes 2018 2019
Revenue from contracts with customers 211 2,758 2,829
Other operating revenue 14 15
Total operating revenue 2,772 2,844
Other income 21 12
Cost of materials (63) (67)
Work contracted out and other external expenses 212 (1,308) (1,330)
Salaries, pensions and social security contributions 213 (1,003) (1,059)
Depreciation, amortisation and impairments 214 (83) (180)
Other operating expenses 2.1.5 (151) (101)
Total operating expenses (2,608) (2,737)
Operating income 185 119
Interest and similar income 3 3
Interest and similar expenses (27) (19)
Net financial income/(expense) 2.2 (24) (16)
1 1 8 Results from investments in JVs/associates 3.7 0 0

Profit/(loss) before income taxes 161 103
Income taxes 2.2 (34) (31)
Profit/(loss) from continuing operations 127 72
Profit/(loss) from discontinued operations 39 (94) (68)
Profit for the year 33 4
Attributable to:

Non-controlling interests 0

Equity holders of the parent 33

PostNL Earnings per share in € cents

2018,2019

2018 2019
Earnings per ordinary share! 2.2 7.1 0.8
Earnings per diluted ordinary share? 2.2 7.1 0.8
Earnings from continuing operations per ordinary share* 27.5 149
Earnings from continuing operations per diluted ordinary share? 274 14.9
Earnings from discontinued operations per ordinary share! (20.4) (14.1)
Earnings from discontinued operations per diluted ordinary share? (20.3) (14.1)

1 Earnings per ordinary share are in 2019 based on an average of 482,577,917 outstanding ordinary shares (2018: 462,015,866).

2 Earnings per diluted ordinary share are in 2019 based on an average of 483,484,286 ordinary shares on a fully diluted basis in the year (2018: 463,179,101).
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PostNL Consolidated statement of comprehensive income in€million

2018, 2019
Year ended at 31 December Notes 2018 2019
Profit for the year 33 4
Actuarial gains/(losses) pensions, net of tax 35 32 60
Pension asset ceiling/minimum funding requirement, net of tax 3.5 (2) (65)
Impact tax rate change related to OCl pensions (3) 3
Change in value of financial assets at fair value through OCI 4.2 11 3
Other comprehensive income that will not be reclassified to the income statement 38 1
Currency translation adjustment, net of tax 0 0
Gains/(losses) on cashflow hedges, net of tax 1 (2)
Other comprehensive income that may be reclassified to the income statement 1 (2)
Total other comprehensive income for the year 39 (1)
Total comprehensive income for the year 72 3
Attributable to:
Non-controlling interests 0 0
Equity holders of the parent 72
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PostNL Consolidated statement of cash flows in € million

2018,2019
Year ended at 31 December Notes 2018 2019
Profit/(loss) before income taxes 161 103
Adjustments for:
Depreciation, amortisation and impairments 83 180
Share-based payments 3 1
(Profit)/loss on disposal of assets (19) (7)
(Profit)/loss on sale of Group companies (5)
Interest and similar income 3) 3)
Interest and similar expenses 27 19
Results from investments in JVs/associates 0
Investment income
Pension liabilities (22) (25)
Other provisions (14) 30
Changes in provisions (36) 5
Inventory 0 0
Trade accounts receivable (40) 55
Other accounts receivable 15 (19)
Other current assets 2 (18)
Trade accounts payable (24) 20
Other current liabilities excluding short-term financing and taxes (75) (73)
Changes in working capital (122) (35)
Cash generated from operations 94 258
Interest paid (26) (14)
Income taxes paid (39) (34)

Net cash (used in)/from operating activities

Interest received

Acquisition of subsidiaries (net of cash)

Disposal of subsidiaries

Investments in JVs/associates

Disposal of JVs/associates

Capital expenditure on intangible assets

Capital expenditure on property, plant and equipment
Proceeds from sale of property, plant and equipment
Changes in other loans receivable

Other changes in (financial) fixed assets

Net cash (used in)/from investing activities

2
(40)
(55)

46

ey

(32)
(34)
14
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Year ended at 31 December Notes 2018 2019
Dividends paid (63) (71)
Proceeds from long-term borrowings 3 296
Repayments of short-term borrowings (223) (64)
Repayments of leases (2) (62)

Net cash (used in)/from financing activities

Total change in cash from continuing operations (304) 203
Cash and cash equivalents at the beginning of the year 645 269
Cash transfers to/from discontinued operations (72) 8
Total change in cash from continuing operations (304) 203
Cash and cash equivalents at the end of the year 269 480
Total change in cash from discontinued operations 3.9 (52) (€))
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PostNL Consolidated statement of financial position in € million

2018, 2019
Notes At 31 December At31December
2018 2019
Assets
Goodwill 97 224
Other intangible assets 115 140
Intangible fixed assets 33 212 364
Land and buildings 322 272
Plant and equipment 155 119
Other 12 13
Construction in progress 5 10
Property, plant and equipment 3.2 494 414
Right-of-use assets 34 259
Investments in joint ventures/associates 3.7
Other loans receivable 4.1 6 6
Deferred tax assets 3.8 66 65
Financial assets at fair value through OCI 4.2 17 15
Financial fixed assets 92 89
Total non-current assets 798 1,126
Inventory 5 4
Trade accounts receivable 311 313 271
Accounts receivable 311 12 51
Income tax receivable 2 1
Prepayments and accrued income 99 114
Cash and cash equivalents 4.1 269 480
Total current assets 700 921
Assets classified as held for sale 39 200 91
Total assets 1,698 2,138
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Notes At 31 December At31December

2018 2019
Equity and liabilities
Equity attributable to the equity holders of the parent 46 (21)
Non-controlling interests 3 3
Total equity 24 49 (18)
Deferred tax liabilities 3.8 31 0
Provisions for pension liabilities 35 296 283
Other provisions 3.6 19 26
Long-term debt 4.1 398 695
Long-term lease liabilities 34 22 201
Accrued liabilities 4 0
Total non-current liabilities 770 1,205
Trade accounts payable 146 197
Other provisions 3.6 21 53
Short-term debt 4.1 1 1
Short-term lease liabilities 34 3 63
Other current liabilities 312 126 110
Income tax payable 3 9
Contract liabilities 313 80 67 1 2 3
Accrued current liabilities 314 378 351
Total current liabilities 758 851
Liabilities related to assets classified as held for sale 39 121 100

Total equity and liabilities
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PostNL Consolidated statement of changes in equity in € million

2018,2019
Attributable
Additional to equity Non-

Issued share paid-in Other Retained  holdersof controlling Total
capital capital reserves* earnings  the parent interests equity

Balance at 1 January 2018 36 160 73 (235) 34 3 37
Total comprehensive income 39 33 72 0 72
Appropriation of netincome (48) 48 0 0
Final dividend previous year 1 (1) (47) (47) (47)
Interim dividend current year 1 (1) (16) (16) (16)
Share-based compensation 2 1 3 3
Balance at 31 December 2018 38 160 65 (217) 46 3 49
Total comprehensive income (1) 4 3 0 3
Appropriation of netincome (166) 166 0 0
Final dividend previous year 1 (1) (48) (48) (48)
Interim dividend current year 1 (1) (23) (23) (23)
Share-based compensation 2 (1) 1 1

1 24 Balance at 31 December 2019 40 160 (103) (118) (21) 3 (18)

1 The otherreservesinclude the currency translation reserve, the hedge reserve and the reserve relating to financial assets at fair value through OCI. Reference is made to note 2.4.

PostNL Annual Report 2019



Section 1: Basis of preparation

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 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,
transportingand deliveringlettersand parcels forthe company’s customerswithinspecifictimeframes. The companyalso providesservices
in the area of data management, direct marketing and fulfilment.

The consolidated financial statementsinclude the financial statements of PostNL N.V.and its consolidated subsidiaries (hereafter referred
toas‘PostNL, ‘Group’or ‘the company’). The consolidated financial statementswere authorised forissue by PostNL's Board of Management
and Supervisory Board on 24 February 2020 and are subject to adoption at the Annual General Meeting of Shareholders on 14 April 2020.

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.

Thesignificantaccounting policies appliedin 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. Allamounts 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 thelogistics 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 sale of Postcon was completed on 31 October 2019. For further details, see note 3.9 Assets classified as held
for sale.

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, PostNLs financial statements have been prepared assuming a going concern.
As at 31 December 2019, the balance of cash and cash equivalents amounted to €480 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 PostNLs accounting policies.
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Estimates, assumptions andjudgements 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-employmentbenefitaccountingisintendedtoreflect therecognition 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 asignificantimpact onthe defined benefit obligations, funding requirements and pension costsincurred. For details
of the current funded status and a sensitivity analysis with respect to defined benefit plan assumptions, see note 3.5 to the consolidated
financial statements.

Restructuring charges mainly result from restructuring of our operations and overhead, including that of the acquired businesses of Sandd,
as aresponse 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.

Other provisions include expected costs related to other employee benefit obligations (jubilee and long term disability benefits), claims
& indemnities, onerous contracts and dilapidation costs. The provisions recorded reflect the present value of management's best estimate
of the expenditure required to settle the obligation. Given the uncertain outcome, management must use a certain degree of judgement
in this respect. This incudes the thorough analysis and concluding view of our position and that of the third party.

For details on the current restructuring and other provisions, see note 3.6 to the consolidated financial statements.

In determining impairments of intangible assets including goodwill, tangible fixed assets and financial fixed assets, management must
make significantjudgements and estimates to determine whether the recoverable amountis 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 been included in PostNLs
strategicplansandlong-termforecasts. The datanecessary for the execution of theimpairment tests are based on management estimates
of future cashflows, whichmakeit necessaryto estimaterevenue growthrates and profitmargins. For details onthe mandatoryimpairment
test of goodwill, see note 3.3 to the consolidated financial statements.

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
andfromforeignpostal operators. Althoughthe net outstanding accrual positionsreflect our best estimate, giventheassumptionsinvolved,
final settlements might deviate from the outstanding positions. For details on the current positions, see note 3.1 to the consolidated
financial statements.

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 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
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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 3.8 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 3.9 to the consolidated financial statements.

Contingent liabilities

Legal proceedings covering arange of matters are pending against the company in various jurisdictions. The cases and claims often raise
difficultand 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
3.10 to the consolidated financial statements.

Determining the lease term of contracts with renewal and/or termination options

PostNL determines the lease term as the non-cancellable term of the lease, together with any periods covered by an option to extend
the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the lease, if it is reasonably certain
not to be exercised. PostNL has several lease contracts that include extension and termination options. The company applies judgement
in evaluating whether it is reasonably certain whether or not to exercise the option to renew or terminate the lease. That is, it considers all
relevant factors that create an economic incentive for it to exercise either the renewal or termination. After the commencement date,
PostNL reassesses the lease term if there is a significant event or change in circumstances that is within its control and affects its ability
toexercise ornottoexercisethe optiontorenew ortoterminate. For details onleases, see note 3.4 tothe consolidated financial statements.

Purchase price allocation in relation to the acquisition of Sandd

Followingtheacquisitionof Sandd,managementneedstoallocate the purchase priceintotheassetsandliabilities of the companyacquired
in the transaction. A purchase price allocation involves jugdgement in the determination of the average market participant and the
identifcation of intangible assets. Management needs to make estimates and assumptions in projecting future results and cash flow for
the determination of the fair value of the acquired assets and liabilities. For details on the acquistion of Sandd, see note 5.3 to the
consolidated financial statements.

1.4 Changes in accounting policies and disclosures

The following 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.

IFRS 16 Leases

The adoption of the standard impacted the accounting of PostNLs operating leases, mainly related to rent and lease of buildings and
transport fleet. PostNL adopted the new standard per 1 January 2019, using the modified retrospective method with the lease assets set
equal to the lease liabilities. As a practical expedient, PostNL elected not to apply the requirements for short-term leases and leases for
which the underlying asset is of low value. The comparative figures of 2018 have not been represented.

Theimpactonthebalancesheetper1January2019isanincreaseinright-of-use assetsandlease liabilities of €132 million within continuing
operations. Further,anamount of €37 million was transferred from property, plant and equipment to right-of-use assets relating to finance
leases and capitalised leaseholdrights and ground rent contracts. Theimpact on operating income and net profitis non-material, although
straight line lease expenses have been replaced by depreciation and interest expenses in 2019 (with a related increase of €72 million and
€2 million respectively, including the amounts related to Sandd). The cash flow statement shows 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 increased by
€36 million per 1 January 2019 due to the adoption of IFRS 16.
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The Interpretation addresses the accounting forincome taxes when tax treatments involve uncertainty that affects the application of IAS
12 Income Taxes. The Group determines whether to consider each uncertain tax treatment separately or together with one or more other
uncertain tax treatments and uses the approach that better predicts the resolution of the uncertainty. The Interpretation did not have an
impact on the consolidated financial statements of the Group.

Therearenoother|FRS standards,amendedstandards orIFRICinterpretations taking effect forthe first time for the financialyear beginning
1 January 2019 that would be expected to have a material impact on the 2019 accounts of the Group.

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance of the financial
statements have been reviewed by the Group. The Group intends to adopt these new and amended standards and interpretations, if
applicable,whentheybecome effective. Itis notexpectedthat the Group's consolidated financial statements will be significantlyimpacted.

128

PostNL Annual Report 2019



Section 2: Result for 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
goodsor services are transferred to the customeratanamount
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 offsetagainstamountsinvoiced 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 contractliability 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
discounts, credit notes and taxes levied on sales. Accumulated 129
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 servicesnotrelatedto PostNLs ordinary postaland
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
apointintime) 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. Refer to note
2.5 for the segment information of the other revenue and eliminations.
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PostNL Revenue from contracts with customers in €million

2018, 2019
Year ended at 31 December 2018 2019
Parcels 1,547 1,663
Mailin the Netherlands 1,672 1,600
PostNL Other 74 81
Eliminations (535) (515)
Total 2,758 2,829

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 in € million

2018,2019
Year ended at 31 December 2018 2019
The Netherlands 2,483 2,541
Rest of Europe 148 158
Europe 2,631 2,699
Rest of the World 127 130
Total 2,758 2,829

130

2.1.2 Work contracted out and other external expenses

Accounting policies

Operating expenses related to ordinary activities are Payments made (net of any incentives received from the
recognised on an accrual basis. In case it is not possible to lessor) are chargedto theincome statement asincurred during
directly relate the operating expenses to a particular income the period of the lease.

earned or expected future income, these expenses are
recognised in the period incurred.

Lease expenses

As from 2019, lease expenses relate to short-term leases and
leases of which the underlying assets are of low value.

PostNL Work contracted out and other external expenses in € million

2018,2019
Year ended at 31 December 2018 2019
Parcels 655 691
Mailin the Netherlands 383 395
PostNL Other 33 63
Work contracted out 1,071 1,149
Rent & lease expenses 67 16
External temporary staff 170 165
Total 1,308 1,330
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Costs of work contracted out and other external expenses increased by €22 million in 2019 mainly due to increased volumes and service
expansion within Parcels, partly offset by the decrease of rent & lease expenses resulting from the adoption of IFRS 16.

2.1.3 Salaries, pensions and social security contributions

PostNL Salaries, pensions and social security contribution in € million

2018, 2019

Year ended at 31 December 2018 2019
Salaries 756 786
Social security charges 115 127
Salaries and social security charges 871 913
Defined benefit plans 114 107
Defined contribution plans 12 12
Pension charges 126 119
Net addition to restructuring provisions 3 26
Share-based payments 3 1
Total 1,003 1,059

In 2019, pension charges decreased by €7 million, resulting from lower regular defined benefit charges. More detailed information on
pensions is included in note 3.5. For the net additions to restructuring provisions reference is made to note 3.6 Other provisions. 1 3 1

PostNL Labour force as indicated

2018,2019
1 2018 2019
Headcount
Parcels 5,722 7,027
Mail in the Netherlands 30,753 37,966
PostNL Other 1,310 1,310
Total at year end 37,785 46,303
External agency staff at year end 7,309 6,702

Full-time equivalents (FTEs)

Parcels 4,664 5,653
Mailin the Netherlands 14,547 17,075
PostNL Other 1,210 1,245
Total year average 20,421 23,973

1 Including temporary personnel on our payroll; the external agency staff are additional.

The total headcount of PostNL increased by 8,518 employees, which mainly relates to the acquisition of Sandd and an increase within
Parcels due to growthin parcel volumes, partly offset by the reduction within Mail in the Netherlands due to the impact of volume decline
and cost savings initiatives. The labour force is also measured in FTEs based on the hours worked divided by the local standard. In 2019,
the average number of FTEs increased by 3,552 FTEs compared to 2018. The average number of employees working in the Netherlands
was 23,315 FTEs (2018:19,827) and outside the Netherlands was 658 FTEs (2018: 594).
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2.1.4 Depreciation, amortisation and impairments

PostNL Depreciation, amortisation and impairments in £ million

2018,2019
Year ended at 31 December 2018 2019
Amortisation of intangible assets 25 34
Impairment of intangible assets 4
Depreciation property, plant and equipment 53 59
Impairment of property, plant and equipment 5 2
Depreciation right-of-use assets 77
Impairment of assets held for sale 4
Total 83 180

In 2019, depreciation and amortisation include €25 million of accelerated write-down of assets from Sandd, mainly related to right-of-use
assets. Alarge part of Sandd's assets will only be used until February 2020 and are therefore depreciated in 3 months as of the acquisition
date.

In 2019, amortisation of intangible assets related to software for €31 million (2018: £22 million) and other intangibles for €3 million (2018:
€3 million). The increase in amortisation of software relate to increased investments in IT projects and the acquisition of Sandd. The
impairment of intangible assets of €4 million, recorded within PostNL Other, partly related to software from Stockon.

In 2019, the impairment of assets held for sale of €4 million relates to a fair value impairment of Spotta, within Mail in the Netherlands, that
is classified as held for sale per 31 December 2019. The impairment of property, plant and equipment of €2 million is recorded within Mail
in the Netherlands and mainly concerns the impairment of real-estate related assets used by Spotta.

In 2018, 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 €101 million (2018: €151 million) consist of IT, communication, office, travel, consulting and training
expenses and other shared services costs. The decrease in 2019 includes the benefit of the review of the methodology for calculating non-
deductible VAT charges, with application as from the year 2018.

In 2019, total incurred EY audit fees amounted to €2.6 million (2018: €2.2 million).

PostNL Audit fees in € million

2018, 2019
Year ended at 31 December 2018 2019
Audit fees 13 17
Audit-related fees 0.9 0.7
Tax advisory fees 0.0 0.0
Other non-audit services 0.0 0.2
Total 2.2 2.6

Audit feesinclude 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, consent and comfort letters to
security offering and agreed upon procedures.

PostNL Annual Report 2019



Result for the year

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 €2.3 million (2018: €1.7 million), subdivided into audit services of £1.4 million, audit-related

services of €0.7 million and other non-audit services of €0.2 million.

2.2 Net profit and earnings per share

2.2.1 Net financial expense/(income)

Accounting policies
Interestincome 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

PostNL Net financial expense/(income) in € million

effectiveinterestmethod, except to the extentthatthey canbe

capitalised as cost of a qualifying asset.

2018,2019

Year ended at 31 December 2018 2019

Interest expenses on long-term borrowings 14 5

Interest on net defined benefit pension liabilities 8 6

Interest on leases 0 3

Other 5 5 1 3 3
Interest and similar expense 27 19

Other interest and similar income 3) 3)

Net financial expense/(income) 24 16

In 2019, interest expenses on long-term borrowings decreased mainly as a result of the repayment of a bond in August 2018, which was

replaced by a new bond with a lower interest rate.

2.2.2 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

PostNL Income taxes in € million

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.

2018, 2019
Year ended at 31 December 2018 2019
Current tax expense 45 39
Changes in deferred taxes (11) (8)
Total income tax expense 34 31
Income taxes paid 39 34
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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 3.8 to the consolidated financial statements.

In2019,theincometaxes paidrelate almost completely toincome taxes paidinthe Netherlandsandinclude payments and refundsrelated
to prior years. The 2019 difference between the total income taxes (€31 million) and the income taxes paid (€34 million) can mainly be
explained by the changes in deferred taxes (€8 million) and the 2019 movements of the net income tax payable position (€(6) million).

PostNL Effective income tax ratein%

2018,2019

Year ended at 31 December 2018 2019
Dutch statutory income tax rate 25.0 25.0
Adjustment regarding statutory income tax rates other countries (0.4) 0.0
Weighted average statutory tax rate 24.6 25.0
Tax effects of:

Non and partly deductible costs 1.5 4.0
Exemptincome (0.3) (0.2)
Other (4.7) 1.3
Effective income tax rate 21.1 30.1

The line ‘Non and partly deductible costs’ mainly relates to non deductible costs relating to the Sandd acquisition, the so-called mixed
expenses (e.g., meals, entertainment) and the non deductible treatment of our share based payments. 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
inthe Netherlands onourdeferredtaxpositions going forward (1.7%; 2018:-3.9%), updates of our prioryeartax positionsinthe Netherlands
(-1.7%), expiration of tax carry forwards in the Netherlands (1.2%) and several smaller effects (0.1%).

2.2.3 Earnings per ordinary share: 0.8 eurocents (2018: 7.1 eurocents)

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 in shares

2018, 2019
Year averages and numbers at 31 December 2018 2019
Number of issued and outstanding ordinary shares 469,199,776 493,952,586
Shares held by the company to cover share plans 0 0
Average number of ordinary shares per year 462,015,866 482,577,917
Diluted number of ordinary shares per year 1,163,235 906,369
Average number of ordinary shares per year on a fully diluted basis 463,179,101 483,484,286

At 31 December 2019, PostNL had potential obligations under share plans to deliver 906,369 shares (2018: 1,163,235 shares), calculated
based on the share price of £2.012 as at 31 December 2019 (31 December 2018: £€1.997).
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2.3 Cash flow performance

Accounting policies

The consolidated statement of cash flows is prepared in subsidiaries, associates and investments, insofar as it was paid
accordance with IAS 7 using the indirect method. Cash flows forin cash, are included in cash flows from investing activities.
in foreign currencies are translated at average exchangerates.  Acquisitions of subsidiaries are presented net of cash balances
Receipts and payments with respect to taxation on profitsand ~ acquired. Cash flows from derivatives are recognised in the
interest payments areincludedin the cash flow fromoperating  statement of cash flows in the same category as those of the
activities. Interest receipts and the cost of acquisition of hedged item.

2.3.1 Net cash (used in)/from operating activities

In 2019, net cash from operating activities of €210 million (2018: €29 million) resulted from €258 million of cash generated from operations
(2018: €94 million) reduced by €14 million interest paid (2018: £26 million) and €34 million income tax paid (2018: €39 million).

Cash generated from operations

The increase in cash generated from operations of €164 million is explained by €36 million higher profit before income tax adjusted for

non-cash items and investment income, a change in working capital of €87 million and a higher change in other provisions of €44 million,

partly offset by alower change in pension liabilities of €3 million. The increase in profit before income tax adjusted for non-cash items and
investment income was mainly due to the adoption of IFRS 16 which causes a shift from net cash from operating activities to net cash

used in financing activities (repayments of lease liabilities). 1 3 5

PostNL Cash generated from operations in £ million

2018, 2019

Year ended at 31 December 2018 2019
Total profit before tax adjusted for non cash items and investment income 252 288
Pension expense defined benefit plans 114 107
Cash contributions defined benefit plans (103) (99)
Payment unconditional funding obligation (33) (33)
Change in pension liabilities (22) (25)
Additions to/releases from provisions 9 44
Withdrawals (23) (14)
Change in other provisions (14) 30
Changes in working capital (122) (35)
Total cash generated from operations 94 258

For the changes in provisions, reference is made to note 3.5 Provisions for pension liabilities and to note 3.6 Other provisions. The lower
investments in working capital mainly related to lower trade accounts receivable within Parcels and within Mail in the Netherlands.

Interest paid
The interest paid is explained as follows:
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PostNL Interest paid in € million

2018,2019
Year ended at 31 December 2018 2019
Interest on long-term borrowings 20 4
Interest on leases 0 5
Bank charges and other 6 5
Total 26 14

The interest paid on long-term borrowings decreased mainly as a result of the repayment of abond in 2018, which was replaced by a new
bond with a lower interest rate.

Income taxes paid
The income taxes paid of €34 million (2018: €39 million) mainly related to income taxes paid in the Netherlands and include payments

and refunds related to prior years.

2.3.2 Net cash (used in)/from investing activities

PostNL Net cash investing activities in € million

2018,2019
Year ended at 31 December 2018 2019
Acquisition of subsidiaries (net of cash) (65)
Capital expenditure on intangible assets and property, plant and equipment (95) (66)
Proceeds from sale of property, plant and equipment 46 14
Changes in other loans receivable 1 0
Other 0 11

Net cash (used in)/from investing activities

Acquisitions
In 2019, cash outflow net of cash for acquisitions related to the acquisition of Sandd (€64 million) and the acquisition of Mostert Verkerk
(€1 million). Reference is made to note 5.3 Business combinations.

Capital expenditure on intangible assets and property, plant and equipment

In 2019, capital expenditures on intangible assets of £32 million (2018: €40 million) mostly related to software including prepayments for
software. The capital expenditures on property, plant and equipment amounting to €34 million (2018: €55 million) mainly related to the
sorting equipment for the small parcel sorting centre within Parcels and to various other equipment. 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 2019, proceeds from the sale of property, plant and equipment amounted to €14 million (2018: €46 million) and mainly related to the
sale of several buildings.

Other

In 2019, other includes an amount of €6 million received for the reduction of our stake in Whistl, a financial asset at fair value through OClI.
In the consolidated statement of cash flows, the amount is included in 'Other changes in (financial) fixed assets'. Further, 'Other" includes
€3 million net cash received for the sale of PostNL Communicatie Services, a subsidiary from Mail in the Netherlands. The book profit on
the sale of PostNL Communicatie Services of €5 million is included in other income in the consolidated income statement. An additional
amount of €7 million from the sale will be received in 2020.
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2.3.3 Net cash (used in)/from financing activities

PostNL Net cash financing activities in €million

2018,2019
Year ended at 31 December 2018 2019
Dividends paid (63) (71)
Net cash from debt financing activities (220) 232
Repayments of leases (2) (62)
Net cash (used in)/from financing activities (285) 99

In 2019, net cash from financing activities of €99 million (2018: €(285) million) related to the final 2018 and interim 2019 cash dividend
paid of €71 million (2018: €63 million), the proceeds of a new eurobond of €296 million partly offset by the repayment of short-term
borrowings of Sandd of £64 million (2018: €223 million repayment of a eurobond) and the repayments of leases of £62 million (2018:
€2million).Refertonote 3.4 forfurtherinformationonleases.Referenceisalsomadetonote4.1Netdebtandnote4.5 Financialinstruments.

2.4 Other comprehensive income and equity development

The decrease of total equity from €49 million on 31 December 2018 to€(18) million on 31 December 2019 is mainly explained by net profit
for the year of €4 million, partly offset by the payment of cash dividends of €71 million in total and other comprehensive income of

£(1) million. Other comprehensive income mainly consisted of a negative impact from pensions of €5 million and the increase in value
of the investment in Whistl by €3 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 2019, issued share capital amounted to €40 million (2018: €38 million) and additional paid-in-capital amounted to
€160 million (2018: €160 million). For details on Issued share capital and Additional paid-in capital, reference is made to note 4.6.

The following table presents the reserves included in the other reserves.

PostNL Other reserves in € million

2018, 2019
Currency Financial assets at
translation reserve Hedge reserve fair value OCI Other reserves Total other reserves
Balance at 1 January 2018 0 (1) 0 74 73
Total comprehensive income 0 1 11 27 39
Appropriation of netincome (48) (48)
Share-based compensation 1 1
Balance at 31 December 2018 0 0 11 54 65
Total comprehensive income 0 2) 3 2) (1)
Appropriation of netincome (166) (166)
Share-based compensation (1) (1)
Balance at 31 December 2019 0 (¢3) 14 (115) (103)
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Currency translation reserve
As at 31 December 2019, the translation reserve amounted to €0 million (2018: €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 2019, the hedge reserve amounted to €(2) million (2018: €0 million). The tax impact on the cash flow hedges included
inthehedgereserveasat 31 December2019is€0million (2018:£0million). For more information, see note 4.5 to the consolidated financial
statements.

Financial assets at fair value through OCI

As at 31 December 2019, the reserve related to the financial assets at fair value through OCl amounted to €14 million (2018: €11 million).
The increase in 2019 related to the increase in value of the investment in Whistl by €3 million (2018: €11 million). For more information,
see note 4.2 to the consolidated financial statements.

Other reserves

As at 31 December 2019, the other reserves amounted to €(115) million (2018: €54 million). In 2019, the other reserves decreased by
€169 million mainly resulting from the appropriation of netincome from 2018 of £(166) million and a negative pension effect within other
comprehensive income (net of tax) of €5 million. For details on pensions, reference is made to note 3.5.

Retained earnings

As at 31 December 2019, retained earnings amounted to €(118) million (2018:€£(217) million). In 2019, retained earings increased by
€99 million due to the appropriation of netincome from 2018 of €166 million and total profit for the year of €4 millionin 2019, partly offset
by the payment of cash dividends of €71 million in total.

The Board of Management has proposed not to make an amount 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 as the Board of Management of PostNL that makes strategic
the Netherlands and one other segment: PostNL Other. decisions. Transfer prices between operating segments are on
Operating segments are reported in a manner consistent with ~ anarm's length basis. PostNL Other represents head office
theinternal reporting provided to the chief operating decision-  entities, including the difference between the recorded IFRS
makers. These chief operating decision-makers, who are pension expense for the defined benefit pension plans and
responsible for allocating resources and assessing the the actual cash contributions.

performance of the operating segments, have been identified

The following table presents the reconciliation of the 2019 segment information relating to the income statement of the reportable
segments. Segment information relating to the balance sheet is reported in note 3.11.
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PostNL Segmentation in €million

2018,2019
Year ended at 31 December 2019 Parcels Mail in NL PostNL Other Eliminations Total
Revenue from contracts with customers 1,473 1,356 0 2,829
Intercompany sales 190 244 81 (515)
Other operating revenue 9 6 15
Total operating revenue 1,672 1,606 81 (515) 2,844
Otherincome 0 12 0 12
Depreciation/impairment PP&E (24) (32) 5) (61)
Amortisation/impairment intangibles 9) 17) (12) (38)
Depreciation/impairment right-of-use assets (31) (32) (14) (77)
Impairment assets held for sale (4) (4)
Total operating income 120 25 (26) 119
Net financial income/(expense) (16)
Results from investments in JVs/associates 0
Income taxes (31)
Profit/(loss) from discontinued operations (68)
Profit for the year 4
Underlying cash operating income 121 76 (21) 176

Thekeyfinancialperformanceindicatorformanagementisunderlying cashoperatingincome. 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 exceptionalitems as well as adjustments for non-cash costs for pensions and provisions.
Forpensions, 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.

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 in € million

2019

Year ended at Reported Restruc- Payment Accelerated Project Underlying Changesin Changes Underlying
31 December operating turing uncond. write-down of costsand operating provisions in pension cash
income related funding Sandd assets other income liabilities  operating

charges obligation income

pensions

Parcels 120 2 2 2) 122 2 3) 121
Mailin NL 25 25 27 25 (25) 77 6 (7) 76
PostNL Other (26) (29) 18 (37) (2) 18 (21)
Total 2019 119 27 0 25 (¢)] 162 6 8 176

From reported to underlying operating income

In 2019, underlying operating income totalled €162 million (2018: €209 million). Underlying operating income excludes exceptional items,
which amounted to €43 millionin 2019 (2018: £24 million). In 2019, the normalisation for project costs and other of €£(9) million related to
non-deductible VAT 2018 (€(20) million), compensation for transitional payments (€(8) million), fair value impairments of Stockon and
Spotta (€9 million), book profit on the sale of PostNL Communicatie Services (€(5) million), regulatory-related advisory costs and Sandd-
related transaction and integration costs (€14 million) and the consolidation effect of discontinued operations (€1 million). In 2019, the
fifth and last 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.
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From underlying operating income to underlying cash operating income

In2019, underlying cash operating income totalled €176 million (2018: €188 million). The changesin provisions of €6 millionin 2019 (2018:
€(32) million) represent the difference between the underlying net addition for restructuring and other provisions of €17 million (2018:
€4 million) and the underlying cash payments of €11 million (2018: €36 million). The changes in pension liabilities of €8 million in 2019
(2018:€11 million) represent the difference between the recorded underlying pension expenses of €119 million (2018: €126 million), and
theunderlying cash payments of €111 million (2018: €115 million), which excludes the fifthandlastinstalment of the unconditional funding
obligation of €33 million (2018: €33 million). The decrease of €12 million in underlying cash operating income comprised lower results at
Mail in the Netherlands (€£(17) million), partly offset by a higher result in Parcels (€4 million) and PostNL Other (€1 million).

The following tables present the reconciliation of the 2018 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 3.11.

PostNL Segmentation in €million

2018

Year ended at 31 December 2018 Parcels Mail in NL PostNL Other Eliminations Total
Revenue from contracts with customers 1,342 1,415 1 2,758
Intercompany sales 205 257 73 (535)

Other operating revenue 8 6 14
Total operating revenue 1,555 1,678 74 (535) 2,772
Otherincome 1 19 1 21
Depreciation/impairment PP&E (21) (31) (6) (58)
Amortisation/impairment intangibles 9) (112) (5) (25)
Total operating income 119 100 (34) 185
Net financial income/(expense) (24)
Results from investments in JVs/associates 0
Income taxes (34)
Profit/(loss) from discontinued operations (94)
Profit for the year 33
Underlying cash operating income 117 93 (22) 188

PostNL From reported to underlying (cash) operating income in € million

2018

Year ended at Reported Project Impair-  Restruc- Payment Underlying Changesin Changes Underlying
31 December operating costs and ment turing uncond. operating provisions inpension cash
income other building related funding income liabilities  operating

charges obligation income

pensions

Parcels 119 2 121 (1) 3) 117

Mailin NL 100 4 3 26 133 (27) (13) 93
PostNL Other (34) 17 (28) (45) (4) 27 (22)

Total 2018 185 17 4 3 0 209 (€F)) 11 188
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Section 3: Operating assets and liabilities

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
creditlosses (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,
discountedatanapproximationofthe original effectiveinterest
rate.Fortradereceivables, PostNLappliesasimplifiedapproach
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

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.

experience, adjusted for forward-looking factors specific to

PostNL Accounts receivable in € million

2018,2019
At 31 December 2018 2019
Trade accounts receivable - total 323 285
Allowance for expected credit losses (10) (14)
Trade accounts receivable 313 271
VAT receivable 3 11
Other accounts receivable 9 40
Accounts receivable 12 51
Total accounts receivable 325 322

Trade accounts receivable are non-interest bearing and are generally on terms of 3 to 30 days.

The main part of the allowance for expected credit losses related to a collective loss component established for groups of similar trade
accountsreceivablebalances. This collectivelosscomponentislargelybasedontheageing of the tradeaccountsreceivableandisreviewed
periodically. The fair value of the total (trade) accounts receivable approximated its carrying value.

The increase in VAT receivable is mainly caused by VAT receivables from the German tax authorities (€8 million).

Theincrease in otheraccounts receivable is mainly caused by receivables related to the compensation scheme for paid transition benefits
(€9 million), receivables related to the sale of Postcon (€10 million, including an earnout arrangement and a final net working capital
adjustment) and receivables related to the sale of PostNL Communication Services (€7 million).
Thecompensationschemeforpaidtransitionbenefitsisagovernmentregulationfollowing theintroduction ofthe Compensationtransition

payments Act, whereby companies can declare the costs of the paid transition payments, which occur following dismissal due to anillness
that has lasted two years or longer, to the UWV (Employee Insurance Agency).

PostNL Annual Report 2019

141



142

Operating assets and liabilities

The concentration of the trade accounts receivable per customer is limited. The top 10 trade accounts receivable accounted for 19% of
the outstanding balance as at 31 December 2019 (2018: 18%). The concentration of the trade accounts receivable portfolio over the
different regions can be summarised as follows:

» Netherlands €235 million (2018: €278 million),
« restof Europe €22 million (2018: €18 million), and
« therest of the world €14 million (2018: €17 million).

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 in € million

2018,2019
2018 2019
Balance at 1 January 9 10
Provided for during financial year 6
Acquisition of subsidiaries
Receivables written off during year as uncollectable (5) (3)
Balance at 31 December 10 14

Set out below is the information about the credit risk exposure on the trade accounts receivable using a provision matrix.

PostNL Expected credit losses in £ million

2018,2019
At 31 December Months due
Uptolmonth 1-2months 2-3months  3-4 months over 4 months Total
Expected credit loss rate 1% 3% 9% 27% 25%
Gross amount of trade accounts receivable 255 32 12 3 21 323
Trade accounts receivable past due 40 19 7 2 18 86
Expected credit loss 2018 2 1 1 1 5 10
Expected credit loss rate 1% 3% 6% 14% 28%
Gross amount of trade accounts receivable 209 28 11 4 34 286
Trade accounts receivable past due 48 22 10 4 32 116
Expected credit loss 2019 3 1 1 1 9 14
3.1.2 Other current liabilities
PostNL Other current liabilities in € million
2018, 2019
At 31 December 2018 2019
VAT payable 42 19
Social security contributions payable 21 24
Payments from customers received in advance 52 49
Other 11 18
Total 126 110

The decrease in VAT payable is mainly the result of the review of the methodology applied for calculating non-deductible VAT charges,
with application as from the year 2018. As a result hereof, the payable position for the fiscal year 2018 decreased in 2019. The resulting
impact has been accounted for as a change in estimate, as at year-end 2018 there was no certainty as to the outcome of the review.
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3.1.3 Contract liabilities

PostNL Contract liabilities in € million

2018,2019
At 31 December 2018 2019
Deferred revenue from unused stamps 54 42
Deferred revenue from franking machines 9 9
Rental of mailboxes 10 10
Other amounts received in advanced from customers 7 6
Total 80 67

In 2019, consolidation of Sandd positively impacted our Christmas stamp sales, thereby reducing the related deferred contract liabilities.
We expect to perform almost all services related to the outstanding contract liabilities at 31 December 2019 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 in € million

2018, 2019
At 31 December 2018 2019
To be paid to third parties 131 107
To be paid to personnel 20 30 143
Vacation days/vacation payments 77 83
Terminal dues 147 129
Interest payable 1 1
Other accrued current liabilities 2 1
Total 378 351

Main items within the expenses to be paid to third parties included payables to business partners of €12 million (2018: €16 million), claims
of €6 million (2018: €5 million) and various other expenses to be paid.

Expenses to be paid to personnel included accrued wages and salaries of €22 million (2018: €14 million).

The accrual for terminal dues relates to payables to foreign postal operators relating to the years 2019 and before, partly consisting of
positions in SDR currency. The net payable position, including the receivable for terminal dues of €29 million (2018: €15 million) included
in prepayments and accrued income, amounted to €100 million (2018: €132 million). The change reflects both the regular course of
business as well as settlements of outstanding positions. The positions where there is no price multi- or bilateral agreement on price are
based on our best estimate of the price for which we expect to settle.
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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 comprisesits purchase price, costs of bringing the asset
intoworking condition, handling andinstallation costsandnon-
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.

PostNL Property, plant and equipment in € million

Other property, plant and equipment is depreciated on a
straight-line basis over its expected useful life, taking into
accountanyresidualvalue. The asset'sresidual 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.

2018
Land and Plant and Other Construction Total
buildings equipment in progress
Depreciation percentage 0%-10% 10%-33% 10%-33% 0%
Historical cost 815 505 89 17 1,426
Accumulated depreciation and impairments (497) (351) (68) (916)
Balance at 1 January 2018 318 154 21 17 510
Capital expenditure in cash 33 18 2 4 57
Capital expenditure in financial leases 9 14 23
Disposals (16) (16)
Internal transfers and reclassifications 8 3 (112)
Depreciation (19) (28) (6) (53)
Impairments (5) (5)
Transfers to assets held for sale (6) (6) (5) (5) (22)
Total changes 4 1 (9) (12) (16)
Historical cost 780 487 61 5 1,333
Accumulated depreciation and impairments (458) (332) (49) (839)
Balance at 31 December 2018 322 155 12 5 494
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Property, plant and equipment in € million

2019

Total
Depreciation percentage 0%-10% 10%-33% 10%-33% 0%
Historical cost 780 487 61 5 1,333
Accumulated depreciation and impairments (458) (332) (49) (839)
Balance at 1 January 2019 322 155 12 5 494
Transfers to right-of-use assets at 1 January (22) (15) (37)
Capital expenditure in cash 5 11 5 8 29
Acquisition of subsidiaries 4 3 1 8
Disposal of subsidiaries (2) 2)
Disposals (5) (5)
Internal transfers and reclassifications 2 1 3)
Depreciation (23) (30) (6) (59)
Impairments () (2)
Transfers to assets held for sale 7) (5) (12)
Total changes (50) (36) 1 5 (80)
Historical cost 694 420 66 10 1,190
Accumulated depreciation and impairments (422) (301) (53) (776)

272 119 13 10 414

As aresult of the adoption of IFRS 16 at 1 January 2019, an amount of €37 million was transferred from property, plant and equipment to
right-of-use assets of which €27 million related to finance leases and €10 million to capitalised leasehold rights and ground rent contracts.

Capital expendituresin cash 2019 are below the level of 2018. Investments were made in the sorting equipment for the small parcel sorting
centre 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 other
income in the consolidated income statement.

In 2019, the transfers to assets held for sale related for €7 million to buildings in the Netherlands and for €5 million to equipment from
Spotta that was classified as held for sale per 31 December 2019. In 2018, the transfers to assets held for sale related for €3 million to
buildingsinthe 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 finalised, 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 capitalised in 2017. The cash proceeds are reported as ‘Proceeds from long-term borrowings’ in the cash flow
statement. As aresult of the adoption of IFRS 16 at 1 January 2019, the financial leased assets are transferred to right-of-use assets,
reference is made to note 3.4.
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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 PostNLs 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.
Goodwillis carried at cost less accumulated impairment losses.

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
residualvalue and usefullifeis reviewed onanannualbasis and,
if necessary, changes are accounted for prospectively.

For the accounting policy concerning impairments of goodwill
and otherintangible fixed assets, reference ismade tonote 5.4.

Other intangible fixed assets
Costs related to the development and installation of software
for internal use are capitalised at historical cost and amortised

PostNL Intangible fixed assets in € million

2018

Goodwill Software Other Total
Amortisation percentage 10%- 35% 0%- 35%
Historical cost 318 265 68 651
Accumulated amortisation and impairments (177) (193) (24) (394)
Balance at 1 January 2018 141 72 44 257
Transfers to assets held for sale (44) (6) (12) (62)
Additions 28 14 42
Internal transfers/reclassifications 9 9)
Amortisation (22) (3) (25)
Total changes (44) 9 (10) (45)
Historical cost 143 257 42 442
Accumulated amortisation and impairments (46) (176) (8) (230)
Balance at 31 December 2018 97 81 34 212
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PostNL Intangible fixed assets in € million

2019

Goodwill Software Other Total
Amortisation percentage 10%- 35% 0%- 35%
Historical cost 143 257 42 442
Accumulated amortisation and impairments (46) (176) (8) (230)
Balance at 1 January 2019 97 81 34 212
Additions 128 22 10 160
Acquisition of subsidiaries 3 30 33
Disposals (1) (1)
Internal transfers/reclassifications 11 (11)
Amortisation (31) 3) (34)
Impairments (4) 4)
Transfers to assets held for sale 2) 2)
Total changes 127 (1) 26 152
Historical cost 271 278 70 619
Accumulated amortisation and impairments (47) (198) (10) (255)
Balance at 31 December 2019 224 80 60 364

In 2018, 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). In 2019, the comparable transfers related to Spotta, which was classified as assets held for sale at year-
end 2019.

Goodwill
Goodwill is allocated to the Group's cash-generating units (CGUs) and tested for impairment. The CGUs correspond to an operationin a
particular country or region and the nature of the services provided. Compared to 2019, the CGU structure has not changed.

In 2019, the addition to goodwill of €128 million is related to the acquisition of Sandd and allocated to the CGU Mail in the Netherlands.
Reference is made to note 5.3 Business combinations for more detailed information. The disposal of goodwill of €1 million related to the

sale of PostNL Communicatie Services (CGU Mail in the Netherlands).

PostNL Goodwill per CGU in €million

2018, 2019
Year ended at 31 December 2018 2019
Parcels 32 32
Mailin the Netherlands 65 192
Total 97 224

Based on the 2019 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 eight-year forecast and business
plan, as management considers these forecasts reliable based on past experience. The cash flow projections have been approved by
management.

PostNLhasdeterminedthebudgeted grossmarginbased onpast performance andits expectations formarket development. The weighted
average growthratesusedare consistentwiththeforecastsincludedinindustryreports. The pre-taxdiscountrate usedinthe CGUvaluations
varies around 9.5% (2018: around 10%).
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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 (long term)
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

» discountrate 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 in € million

2018,2019
Year ended at 31 December 2018 2019
Internally-generated software 74 73
Purchased software 7 7
Software under construction 16 15
Customer lists 18 45
Total 115 140

The additions to software mainly concerned IT investments related to replacement and improvement of sorting and delivery processes
within Mailinthe Netherlands and Parcels,and software licenses and costs of internally-generated software for various IT projectsincluding
investments in our online landscape, logistic service platform and back office functionality. The reclassification from other intangibles was
due to finalised IT projects. The increase in customer lists relates to the acquisition of Sandd.

The estimated amortisation expenses for software and other intangible assets are:
» 2020:€£36 million,

o 2021:€30 million,

s 2022:€22 million, and

« thereafter: €52 million.

PostNL does not conduct significant research and development activities and therefore does not incur research and development costs.

PostNL Annual Report 2019



3.4 Leases

Accounting policies

PostNL leases sorting centres, sorting machines, distribution
centres, offices, warehouses, trucks, vans, cars, transport
equipment and other equipment. Until the 2018 financial year,
leases of property, plant and equipment were classified as
eitherfinance leases or operating leases. From 1 January 2019,
leases are recognised as a right-of-use asset and a
corresponding liability at the date at which the leased asset is
available for use by the group. At the commencement date of
the lease, the lease liabilities are measured at the present value
oflease payments tobe made over thelease term. Right-of-use
assetsaremeasuredatcost,lessanyaccumulateddepreciation
and impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right-of-use assets includes the
amount of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before the
commencement date less any lease incentives received.

The lease payments are discounted using the interest rate
implicitin the lease. If that rate cannot be readily determined,
the PostNLs incremental borrowing rate is used, being the rate
that would have to be paid to borrow the funds necessary to
obtain an asset of similar value to the right-of-use asset in a
similar economic environment with similar terms, security and
conditions.

The lease payments include the exercise price of a purchase
option reasonably certain to be exercised by PostNL and
payments of penalties for terminating the lease, if the lease
term reflects PostNL exercising the option to terminate. Lease
payments to be made under reasonably certain extension
options are also included in the measurement of the liability.

PostNL elected to apply the practical expedient not to separate
non-lease components from lease components, and instead
account for each lease component and any associated non-
lease components as a single lease component.
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As a practical expedient, PostNL elected not to apply the
requirements for short-term leases (with a lease term of 12
months or less and which do not contain a purchase option)
and leases for which the underlying asset is of low value (<
€5 million). The lease payments associated with these leases
are recognised as an expense on a straight-line basis over the
lease term.

Transition to IFRS 16

PostNL applied IFRS 16 using the modified retrospective
method with the cumulative effect of initially applying the
Standard recognised at the date of initial application of

1 January 2019. Comparative information is not restated.

A discounted lease liability, at the present value of the
remaining lease payments, has been recognised for leases
previously classified as an operating lease applying IAS 17.
The lease liability is discounted using the appropriate
incremental borrowing rate per 1 January 2019. A right-of-use
asset has been recognised at an amount equal to the lease
liability.

149

Transition expedients

» PostNL has used the incremental borrowing rate per
category of right-of-use assets for discounting at the date
of initial application. For buildings the discount rate applied
is 1.4%, for vehicles 1.1% and for other equipment 3.1%.

« PostNLhasnotapplied|AS 36 /mpairment of assetsto right-

of-use assets at the date of initial application. PostNL has

relied on its assessment of whether leases are onerous

applying IAS 37 Provision, contingent liabilities and

contingentassetsimmediately before 1 January 2019asan

alternative to performing an impairment review.

PostNL has used hindsight in determining the expected

lease term where the contract contains options to extend or

terminate the lease.
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PostNL Right-of-use assets in € million

2019
Land and Transport Other Total
buildings
Depreciation percentage 0%-10% 10%-33% 10%-33%
Operating leases at 1 January 76 55 1 132
Finance leases transferred from PP&E at 1 January 12 2 13 27
Leasehold rights and ground rents transferred from PP&E at 1 January 10 10
Balance at 1 January 98 57 14 169
New leases 84 37 11 132
Acquisition of subsidiaries 28 7 5 40
Disposal of subsidiaries (1) (1)
Depreciation (39) (31) (7) (77)
Transfers to assets held for sale 4 4)
Total changes 166 70 23 259
Historical cost 212 101 31 344
Accumulated depreciation and impairments (46) (31) (8) (85)
Balance at 31 December 2019 166 70 23 259

As aresult of the adoption of IFRS 16 an amount of €132 million of right-of-use assets and liabilities is included in the balance sheet at
1 January 2019. Further, an amount of €37 million was transferred from property, plant and equipment to right-of-use assets of which
€27 million relates to finance leases and €10 million to capitalised leasehold rights and ground rent contracts.

The new leases of €132 million in 2019 mainly relate to new sorting and delivery centres within Parcels and replacement/expansion of
buildings, vans and trucks. The acquisition of Sanddresultedin anincrease of the right of use assets of €40 million. In 2019, the depreciation
of €77 million includes €17 million of accelerated depreciation of assets from Sandd. The transfers to assets held for sale of €4 million
related to rented buildings from Spotta that was classified as held for sale at 31 December 2019.

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 lease contracts is 10 years. In 2019,
3 sorting centres have been finalised and related right-of-use assets and lease liabilities have been recorded (2018: 1 sorting centre,
transferred from property, plant and equipment at 1 January 2019).

PostNL Lease liabilities in € million

2018,2019
At 31 December 2018 2019
Long-term lease liabilities 22 201
Short-term lease liabilities 3 63
Total 25 264

In 2018, the lease liabilities related to finance leases. In 2019, repayments of lease liabilities amounted to €62 million (2018: €2 million).
Refer to note 4.1 for further information on the lease liabilities.

The lease liabilities as at 1 January 2019 can be reconciled to the off balance sheet operating lease commitments as at 31 December 2018
as follows:
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PostNL Reconciliation off balance sheet commitments and leases in £ million

2019
2019
Rent & lease commitments at year-end 2018 133
Payments in optional extension periods not recognised as at 31 December 2018 12
Commitments relating to short term leases and leases of low-value assets (5)
Adjustment for discounting and inflation (8)
Lease liabilities at 1 January 2019 132

In 2019, rentandlease expenses of £16 million relate for €9 million to short-term leases and for €7 million to leases for which the underlying
asset is of low value. The interest expenses on lease liabilities amounted to €3 million in 2019.

3.5 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 plansis
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 PostNLs 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 2019

In 2019, PostNL, the trade unions and the main fund agreed on a change in the financing agreement of the main plan. Starting 1 January
2020, the coverage ratio dependent increase in contributions (10% if the coverage ratio is below 120% and 5% if the coverage ratio is
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between 120% and 130%) is used solely for the benefit of the active participants instead of all participants. Parties agreed to fixate the
variable increase at 5.5%, reflecting the long-term average outcome based on the current coverage ratio. Parties also agreed to include
the separate invoicing of 0.2% contribution for 2% additional surviving dependant's pension benefits. As a result, the minimum and
maximumlevelof pension (cash) contributionsincreased from21.5%t0 21.7%andfrom 27.5%t0 29.2%respectively. The change positively
impacted the resulting accrual rate. In the long term it will not result in higher cash contributions.

In 2015, PostNL started the payment of the unconditional funding obligation to the main fund by a first instalment of €32 million. In the
years 2016 to 2019 the following instalments have been paid. At 31 December 2019, there is no outstanding funding obligation.

Atyear-end 2020 allremaining conditional soft pension benefits of our CLA employees have to be funded towards the pension fund. Based
on the financing agreement with the fund, the costs are based on Q3 2019 parameters. Interest rates were at a multi-year low during Q3
2019 and negatively impacted the amount of the final payment, which would amount to approximately €300 million. Taking into account
the interests of all stakeholders, PostNL has initiated discussions with the fund on options for a solution smoothing the impact of the low
interest rate in the determination of the final payment. A possible solution might be to apply pricing based on expected returnsin
combination with a mark-up to the actuarial costs per 31 December 2020 capped at a maximum amount. This could lead, should interest
rates develop beneficially, to an outcome that the required overall payment can come down and/or phased differently. The entitlements
ofthe employeeswillnotbe affected, as payments willbe based onacost effective premium. We aimto conclude on this processin Q1 2020.

Inrelation to the acquisition of Sandd, we also acquired a closed defined benefit pension plan. We have assessed the remaining employer
risks of these closed plans as negligible. On the basis hereof, we have concluded these closed plans can be treated as defined contributions
plans.

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 £107,593 (level 2019), minus a
state pension offset.

Pension (cash) contributions are bounded by a minimum level of 21.7% and a maximum level of 29.2% of the pensionable salary base.
The calculations are based onthe main fund's expected return onplanassets. Based on the total maximum premium amount, the intended
pension accrual can be reducedin any year. Given the applicable financing arrangements and current low interest rates, it is expected that
the accrualrate will be lower than the basis level of 1.875% for the coming years. The accrual rate for 2019 and 2020 has been set at 1.652%
and 1.751% 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 2019, the month-end coverage ratio of the main fund amounted 113.4% (2018: 112.1%). The increased coverage ratio is
mainly explained by a negative effect from a decrease of the interest rate and a positive return on plan assets. The 12-months average
coverage ratio amounted 110.6% per 31 December 2019 (2018: 116.0%).

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 netinterest exposure onits 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 72% of the fund's total plan assets have a quoted market price in an active
market. The unguoted part relates to investments in investment funds which invest in non-listed assets (for example real estate
investments) and non-listed derivatives.
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PostNL Asset mix/return of main pension planin %

2018, 2019

At 31 December Actual mix Actual mix

2018 2019
Equities 28% 30%
Fixed interest and inflation linked bonds 65% 60%
Real estate and alternative investment 8% 10%
Swaps -1% 0%
Total 100% 100%
Return -0.6% 15.1%

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 2019.

PostNL Statement of changes in provision for defined benefit plans in € million

2019
Balance at Transfers Post- Employer Actuarial Pension  Balance at
1 Janvary from employment contributions gains/ asset ceiling/ 31 December
2019 liabilities benefit (losses) minimum 2019
relating to income/ funding
assets held (expenses) requirement
for sale
Dutch main pension plan (33) (97) 108 109 (87) 0 15 3
Dutch transitional plans (262) (16) 25 (27) (280)
Other plans (1) (1) (1) 3)
Provision for post-employment benefit
(296) (1) (113) 133 81 (87) (283)

plans

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.
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Details on cost, cash, gains and losses, and adjustments in € million

2018,2019
2019
Regular defined benefit costs (122) (113)
Defined contribution costs (12) (12)
Total employer pension costs (134) (125)
Of which included within salaries, pensions and social security contributions referto note 2.1.3 (126) (119)
Of which included within interest and similar expenses refer to note 2.2 (8) (6)
Defined benefit cash contributions 103 99
Defined benefit payment unconditional funding obligation 33 33
Defined contribution cash contributions 12 12
Total employer pension cash contributions 148 144
Actuarial gain/(loss) due to:
from 1.8%1t00.9% (2018:from
Change in discount rate 2.0% to 1.8%) (334) (1,422)
from1.1%100.9% (2018: from
Change in rate of benefit increases 1.5%to 1.1%) 603 242
Change in future benefit accrual rate 9) 44
Changes in demographic assumptions 84 1
Experience adjustments (67) 125
Actuarial gain/(loss) on benefit obligations 277 (1,010)
154 Actuarial gain/(loss) on plan assets (234) 1,091
Total actuarial gain/(loss) 43 81
Net charge within Other Comprehensive Income 32 60
Adjustment for pension asset ceiling (20) (120)
Adjustment for minimum funding requirement 17 33
Total gross adjustment (3) (87)
Net charge within Other Comprehensive Income 2) (65)

The actuarial gain of €44 million (2018: loss of €9 million) resulting from a change in the rate of benefit accrual follows from the expected
decrease of the future benefit accrual rate due to low interest rates. Given the current low interest rates and the applicable financing
agreement, it is expected that the benefit accrual rate will be lower than the basis level of 1.875% for the coming years. Note that the
positive impact of the adjusted financing agreement on the rate of benefit accrual has been offset by a negative impact on the rate of
benefitincreases, resulting in a net operating income impact of zero.

The negative adjustment of €87 million is the consequence of the increase in the main fund’s funded status (on the basis of IAS 19
accounting) during 2019, triggering asset ceiling and adjustment of the recorded minimum funding requirement.

For 2020, we expect total cash contributions of around €420 million including the final payment of soft pension benefits per year-end 2020
of approximately €300 million (2019: €144 million including the fifth and last instalment of the unconditional funding obligation of

€33 million). Note that the amount and/or timing of the final payment of soft pension benefits might change, pending finalisation of
discussions with the pension fund. We refer to the earlier section Main developments in 2019.

For 2020, we expect total employer pension costs of around €150 million (2019: €125 million). The increase is mainly explained by the
lower discount rate resulting in a higher defined benefit obligation and higher service costs. As the net liability of the main pension plan is
limited to the outstanding funding obligation, we expect an actuarial gain of around €7 million recorded in other comprehensive income.
The expected actuarial gain will be positively impacted if the amount of the final payment of soft pension benefits would come down.
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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.

Detailed overview of changes in consolidated defined benefit plans in € million

2018,2019

Change in benefit obligation

Benefit obligation at beginning of year

Transfers to liabilities relating to assets held for sale
Service costs

Interest costs

Actuarial (losses)/gains

Benefits paid

Benefit obligation at end of year

Of which funded benefit obligations

Of which unfunded benefit obligations

Change in plan assets

Fair value of plan assets at beginning of year
Transfers to liabilities relating to assets held for sale
Assumed return on plan assets

Employee contributions

Employer contributions

Other costs

Actuarial (losses)/gains

Benefits paid

Fair value of plan assets at end of year

Change in funded status

Funded status at the beginning of year
Transfers to liabilities relating to assets held for sale
Operating expenses

Interest (expenses)/income

Employer contributions

Actuarial (losses)/gains

Funded status at end of year

Impact of pension asset ceiling

Impact of minimum funding requirement
Netted pension liabilities

Components of employer pension expenses
Service costs (net of employee contributions)
Interest (expenses)/income

Other costs

Total post-employment benefit income/(expenses)

Weighted average assumptions as at 31 December
Discount rate

Rate of benefitincreases

Life expectancy 65 year old men/women (in years)

231
(8,607)
(8,345)
(262)

(104)
®)
(€

(121)

1.8%
1.1%

21.3/23.2

2019

(8,607)
(1)
(116)
(155)
(1,010)
234
(9,655)
(9,375)
(280)

8,364

150
18
132

1,091
(234)
9,512

(143)
(140)

(283)

0.9%
0.9%
21.4/23.3
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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 benefitincreases is based on
advice, published statistics, the pension plan's ambition level and the actual financial status of the pension fund.

Assumptionsregarding 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 2019 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 asindicated
2019

Benefit obligation at end of year (in € millions)
Discount rate

Rate of benefitincreases

Life expectancy men/women

Benefit obligation at end of year (in € millions)
Discount rate
Rate of benefitincreases

Life expectancy men/women

9,655

+0.5% -8.6%
+0.5% 10.2%
+1yr 4.3%
9,655

-0.5% 9.9%
-0.5% -8.3%
-1yr -4.2%

3.6 Other provisions

Accounting policies

Provisions are recognised whenthere isapresent obligation as
aresult 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

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

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-

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.
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Provisions for onerous contracts are recorded when the exceed the economic benefits expected to arise from that
unavoidable costs of meeting the obligationunderthe contract  contract, taking into account impairment of fixed assets first.

The following table presents the changes in the short-term and long-term provisions.

Other long-term and short-term provisions in € million

2019

Total

Non-current other provisions 12 1 5 1 19
Current other provisions 7 11 3 21
Balance at 1 January 2019 19 12 5 4 40
Additions 4 31 7 9 51
Acquisition of subsidiaries 1 7 10
Withdrawals (2) (7) (2) (3) (14)
Releases (1) (5) (1) (7)
Transfers to liabilities related to assets held for sale (1) (1)
Total changes 1 19 11 8 39
Non-current other provisions 13 11 2 26
Current other provisions 7 31 5 10 53
20 31 16 12 79

The estimated utilisation of the other provisions in 2020 is €53 million, in 2021 €13 million, in 2022 €3 million and in 2023 and thereafter
€10 million.

As at 31 December 2019, the other employee benefit obligations related to a provision for jubilee benefits of €13 million (2018:€14 million)
and long-term disability benefits of €7 million (2018: €5 million).

Theadditionsinrestructuring provisionof€31 millionmainlyrelatestotherestructuring programmes within Sandd (€24 million), operations
Mail Netherlands (€3 million) and Cross Border Solutions (€2 million). In consultation with the works council of Sandd a social plan was
agreed for the employees of Sandd who did not accept the job offer of PostNL and as a result would become redundant.

The withdrawals of €7 million concerned severance payments under the cost saving programmes totaling €4 million related to around 60
FTEs and payments for other initiatives totaling €3 million related to around 90 FTEs.

The release of €5 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.

The provisionforclaimsandindemnitiesincludes provisionsfor claims fromthird partieswith respectto PostNLs ordinary business activities,
as well as indemnities and disputes related to business disposals. Within Sandd, the disputes mainly relate to discussions on the
remuneration (incl. pensions) of employed and contracted people. 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.
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Other

The additions in other provisions of €9 million mainly relate to onerous contracts within Sandd (€6 million) and anticipated customs
clearance costs (€3 million). Within Sandd's opening balance, a dilapidation provision of €2 million has been recorded.

3.7 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 andjoint ventures. PostNL only
participatesinentitiesthatcanbe consideredasajointventure.

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 PostNLs share of accumulated losses in a joint venture
orassociate exceedsitsinterestinthe 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 in € million

2018, 2019

2018 2019
Balance at 1 January 9 3
Share in net result 0 0
Transfers to assets held for sale (8)
Additions 2 1
Disposals (1)
Balance at 31 December 3 3

Asat31December2019,theinvestmentsinassociates mainly related to minority shareholdings in MyParcel.com and RoamlerCare, within
Parcels. There were no material joint ventures. All joint ventures are private companies and there is no quoted market price available for
their shares.

In 2019, the disposals of €1 million relate to the liquidation of Postkantoren B.V, our former joint venture with ING Bank N.V.

In 2018, 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.

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.comdevelopsandsellspackage delivery software forwebshops. Themultilingual platformisintendedforinternational 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 2019, additional capital
contributions were made in both entities of €1 million in total. PostNLs stake in MyParcel.com increased to 40% of the shares.
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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 (2018: £0 million). The profit/(loss) of allimmaterial
investments in associates amounted to €(1) million (2018: €£(1) million).

3.8 Deferred income tax assets and liabilities

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

The following table shows the movements in deferred taxes in 2019:

PostNL Statement of changes deferred taxes in€million

2019

Provisions

Intangible assets
Property, plant and
equipment

Leases

Losses carried forward
Other

Deferred tax assets/
liabilities

Offsetting

21
(24)

(23)

6
55

35

35

3)

ofeachreporting period theamounts of deferredtaxassetsand
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.

Net balance
31December
2019

32

(27)

(22)

(1)

6

18 77

18 65

18 65

159

32
6 33
9 31
39 40
6
77
169 104
(104) (104)
65 0

Of the deferred tax assets at 31 December 2019, €59 million (2018: £8 million) is to be recovered within 12 months and €6 million (2018:
€58 million) after 12 months. Of the deferred tax liabilities at 31 December 2019, an amount of €0 million (2018: €20 million) isto be settled

within 12 months and an amount of €0 million (2018: €11 million) after 12 months.

The changes via other comprehensive income of €4 million fully relate to taxes on OCl from pensions, of which €3 million relate to the

impact of tax rate changes in the Netherlands.

The other changes of £18 million (2018: €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 3.9).

The total accumulated losses available for carry forward at 31 December 2019 amounted to €115 million (2018: €112 million). With these
losses carried forward, future tax benefits of £29 million could be recognised (2018: €30 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 realised.
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.
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As aresult PostNL has not recognised €23 million (2018: €24 million) of the potential future tax benefits and has recorded deferred tax
assets of €6 million at 31 December 2019 (2018: €6 million).

The expiration of total accumulated losses is as follows:

s 2020: €4 million,

s 2021:€3 million,

s 2022:€1 million,

s 2023:€2 million,

» 2024 and thereafter: €32 million, and
« Indefinite: €73 million.

The following table shows the movements in deferred taxes in 2018:

PostNL Statement of changes deferred taxes in € million

2018
Net balance Changesvia Changesvia Transfersto Other Netbalance Assets Liabilities
1 Janvary income 0Cl held for sale changes 31 December
2018 statement 2018
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 k1 66 31

3.9 Assets classified as held for sale

Accounting policies

Non-current assets (or disposal groups) are classifiedasassets ~ Discontinued operations

held for sale when their carrying amount is to be recovered Adisposal group qualifies as discontinued operation if it is a
principally through a sale transaction and a sale is considered component of an entity that either has been disposed of, or is
highly probable. They are stated at the lower of the carrying classified as held for sale, and:

amount and fair value less costs to sell. Assets held for saleare e represents a separate major line of business or geographical
no longer amortised or depreciated from the date they are area of operations

classified as such. Accounting for assets classified as held for « is part of a single co-ordinated plan to dispose of a separate
salerequiresthe use of assumptions and estimates. Inlinewith ~ major line of business or geographical area of operations, or
IFRS 5, management assessed compliance with these « is a subsidiary acquired exclusively with a view to resale.
statements and the assumptions used in the fair value

calculations as well as the estimated costs to sell. Discontinued operations are excluded from the results of

continuing operations and are presented as a single amount as
For the accounting policy concerning impairments, reference profit or loss after tax from discontinued operations in the
ismade to note 5.4. income statement.
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As at 31 December 2019, assets classified as held for sale amounted to €91 million (2018: €200 million) and related for £10 million to
buildings held for sale in the Netherlands (2018: €5 million), for €65 million to Nexive (2018: €195 million related to Nexive and Postcon)
andfor €16 millionto Spotta. The liabilities related to assets classified as held for sale of €100 million related for €84 million to Nexive (2018:
€121 million related to Nexive and Postcon) and for €16 million to Spotta.

Nexive and Postcon

Inline with PostNLs 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'.

On 5 August 2019, PostNL announced to have signed an agreement on the sale of Postcon’s activities to Quantum Capital Partners. The

transaction closed on 31 October 2019. As part of the transaction, parties agreed on an earnout arrangement with a range from €0 to
€12 million.

At 31 December 2019, the divestment process for Nexive was still ongoing. Refer to note 5.5 Subsequent events which discloses the signed
agreement on the sale of Nexive's business.

The following table presents the financial performance and cash flow information of the discontinued operations for the years 2018 and
2019.

PostNL discontinued operations Financial performance and cash flow in € million

2018,2019
Year ended at 31 December 2018 2019
Revenues 757 659
Expenses (798) (679)
Operating income (41) (20)
Financial expense 0 (1)
Results from investments in jv's/associates 3 0
Income taxes 3 1
Profit/(loss) after taxes (35) (20)
Impairment to fair value less costs to sell (59) (48)
Profit/(loss) from discontinued operations (94) (68)
Net cash used in operating activities (45) 8
Net cash used in investing activities 7) (2)
Net cash from financing activities 0 9)
Changes in cash and cash equivalents (52) (3)

The fair value impairment of €£(48) million reflects the result of the completed Postcon transaction and anticipated Nexive transaction and
includes a positive tax effect of £18 million (refer to note 3.8). The fair value measurement is based on inputs not based on observable
market data (level 3).

The following table presents the carrying amounts of assets and liabilities (excluding equity and intercompany balances) at 31 December
2019 of Nexive and at 31 December 2018 of Postcon and Nexive.
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PostNL discontinued operations Condensed balance sheet in € million

2018,2019
At 31 December 2018 2019
Total non-current assets 7 16
Trade accounts receivable 87 7
Other current assets 81 35
Cash and cash equivalents 20 7
Total assets 195 65
Provisions 11 9
Long-term liabilities 0 15
Trade accounts payable 48 34
Other current liabilities 62 26
Total liabilities 121 84

Atyear-end 2019, the main part of the provisions of €9 million (2018:£11 million) related to the unfunded defined benefit plan Trattamento
di Fine Rapporto (TFR) of €7 million (2018: £7 million) in Italy (applying a discount rate of 0.8%).

The average numberof employees working for the discontinued operations was 1,375 employees (2018:4,908) with a comparable number
of FTEs of 1,251 FTEs (2018: 4,256).

As a specific contingent tax liability, at the end of December 2019 a tax dispute exists relating to the years 2012, 2013 and 2014 which can
be estimated, using a probability-weighted assessment, at €11 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 2015 onwards.

Spotta

Atyear-end 2019, the classification criteria of IFRS 5 Non-current Assets Held for Sale were metin relation to the anticipated sale of Spotta,
market leader for leaflet distribution in the Netherlands and part of the segment Mail in the Netherlands. Following the classification as
assets held for sale, Spotta has been impaired by €4 million as reflection of its fair value. Refer to note 2.1.4 for an overview of all recorded
impairment charges. Refer to note 5.5 Subsequent events which discloses the signed sale and purchase agreement.

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 2019 and 2018.

PostNL Property, plant and equipment in € million

2018,2019
2018 2019
Balance at 1 January 10 5
Disposals (8) (2)
Transfers from property, plant and equipment 3 7
Balance at 31 December 5 10
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3.10 Commitments and contingencies

Accounting policies

Commitments are probable obligations that arises from past Contingencies are possible obligations (contingent liabilities)
events whose existence will only be confirmed by the or possible assets (contingent assets) that arise from past
occurrence (ornon-occurrence) ofoneormoreprobablefuture  events whose existence will only be confirmed by the
events. occurrence (or non-occurrence) of one or more uncertain

future events, not wholly within the control of the entity.

PostNL Off balance sheet commitments in € million

2018,2019
2019
Rent and operating lease 133
Short term leases and leases of low-value assets 5
Leases, not commenced 39 82
Capital expenditure 20 34
Purchase commitments 123 127

As at 31 December 2019, £118 million of the commitments indicated above are of a short-term nature (2018: €155 million).

Short-term leases and leases of low-value assets
In 2019, short-term leases mainly consists of leases of depots in Mail in the Netherlands. Leases of low-value assets are mainly related to
the lease of scooters.

Leases, not commenced

As at 31 December 2019, commitments in connection with leases not commenced amounted to €82 million (2018: €39 million). These
commitments primarily relate to the new headoffice (€49 million) and an acquired Sandd contract of €24 million for which an onerous
contract provision of €3 million has been recorded. The remainder of €21 million is disclosed as commitment, although management
expects these costs will be avoided. Other commitments relate to vans and cars.

Capital expenditure
Asat 31 December 2019, commitmentsin connection with capital expenditure amounted to €34 million (2018:£20 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 2019, PostNL had unconditional purchase commitments of €127 million (2018: €123 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 their tax planning, their (changesin)
transfer pricing models, regulatory reviews and tax audits, fuelled by tax regulations and relevant practices in the countries where PostNL
operates being subject to change. 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.

PostNL Annual Report 2019

163



164

Operating assets and liabilities

Guarantees

As at 31 December 2019, PostNL, on behalf of its subsidiaries, had various parental support and bank guarantees outstanding. However,
noneresultedinanoff-balance sheetcommitmentforthe Group astherelating obligationstoexternal partieshavealreadybeenrecognised
by these subsidiaries following their ordinary course of business.

Contingent legal liabilities

The companyisinvolved 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
ofthe sharesin TNT Express under the public offer by FedEx in May 2016. The separation agreement creates certain rights and obligations
forboth PostNL and TNT Express after the demerger. Relevant aspects relate to pensions, litigation, such as claims 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 Expressinthe event of violation of contractualterms, 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 aslong 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 2019, no events had occurred that triggered disclosure of a significant contingent asset or liability following the
aforementioned agreement with TNT Express.

3.11 Segment information

Accounting policies

PostNL reports two operating segments: Parcels and Mail in responsible for allocating resources and assessing the

the Netherlands and one other segment: PostNL Other. performance of the operating segments, have been identified
Operating segments are reported in a manner consistent with  as the Board of Management of PostNL that makes strategic
theinternal reporting provided to the chief operating decision-  decisions. Transfer prices between operating segments are on
makers. These chief operating decision-makers, who are 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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Segmentation - balance sheet and capital expenditures in € million

2019

Intangible assets

Property, plant and equipment
Right-of-use assets

Other non-current assets

Trade accounts receivable
Other current assets

Assets classified as held for sale
Total assets

Trade accounts payable

Other current liabilities

Liabilities related to assets classified as held for sale
Total liabilities

Cash out for capital expenditures

65
259
176

20
143

51

714

62
199

497

28

267
140
62

127
105

26
727

105
462
16
832

22

Operating assets and liabilities

Total

32 364
15 414
21 259
69 89
1 271
494 650
0 65 91
632 65 2,138
30 197
(7) 654
0 84 100
743 84 2,156
16 66

Areconciliation of the segmentinformationrelating to the balance sheet of the reportable segments as at 31 December 2018 is presented

below.

Segmentation - balance sheet and capital expenditures in € million

2018

Intangible assets

Property, plant and equipment
Other non-current assets

Trade accounts receivable
Other current assets

Assets classified as held for sale
Total assets

Trade accounts payable

Other current liabilities

Liabilities related to assets classified as held for sale
Total liabilities

Cash out for capital expenditures

72
283
13
140
58

566

40
159

299

52

112
195

172
67

554

82
432

723

30

28 212
16 494
76 92

1 313
262 387
0 195 200
383 195 1,698
24 146
21 612
121 121 121
506 121 1,649
13 95

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.
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PostNL Geographical segmentation - assets in € million

2018,2019

At 31 December 2018 2019

The Netherlands Rest of Europe Total  The Netherlands Rest of Europe Total
Intangible assets 211 1 212 363 1 364
Property, plant and equipment 492 2 494 411 3 414
Right-of-use assets 232 27 259
Financial fixed assets 91 1 92 88 1 89
Total non-current assets 794 4 798 1,094 32 1,126
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Section 4: Capital structure and financing costs

Accounting policies

PostNL distinguishes the following categories of financial
assets and liabilities:

e financialassetsandliabilities atfairvaluethrough profitorloss,
e financial assets and liabilities measured at amortised costs,
e 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
whichaderivative contractisenteredintoandare subsequently
remeasured at fair value.

Balance sheet hedges

The change in the fair value of a hedging instrument is
recognised inthe statement of profit or loss as financialincome
or expense.

Cash flow hedges

Cash flow hedges (hedges of a particular risk associated with
arecognised 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.

The effective portion of the change in the fair value of the
hedging instrument is recognisedin OClin 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
statementinthe periodswhenthe hedgeditemwill 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
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fromequityandincludedintheinitialmeasurementoftheasset
or liability.

When a hedging instrument expires or is sold, or when the
hedge no longer meets the criteria for hedge accounting, any
cumulative gains orlosses existing in equity at that time remain
in equity until the underlying transaction is ultimately
recognised in the income statement. When an underlying
transactionisnolongerexpectedto occur, the cumulative gains
or losses that were reported in equity are immediately
transferred to the income statement.

Fair value measurement

Fair value measurement is based on the following fair value
measurement hierarchy:

e 1) quoted prices (unadjusted) in active markets,

e 2) inputs other than quoted prices that are observable either
directly (prices) orindirectly (derived from quoted prices), and
e 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 liabilities measured at amortised
costs using the effective interest method

A financial asset is measured at amortised cost if both of the
following conditions are met:

e the asset is held within a business model whose objective is
to hold assets in order to collect contractual cash flows; and

e 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
forfinancialliabilitiesat fairvalue through profitorloss. Financial
liabilities are recognised initially at fair value net of transaction
costsincurred and are subsequently stated at amortised cost.
Anydifference betweenthe proceeds (netoftransaction 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
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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 arecovery 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 Adjusted net debt
PostNL Adjusted net debt in € million
2018,2019
At 31 December 2018 2019
Short- and long-term debt 399 696
Long-term interest bearing assets (6)
Cash and cash equivalents (269) (480)
Net debt 130 210
Pension liabilities 296 283
Lease liabilities (on balance) 25 264
Lease liabilities (off balance) 163 51
Deferred tax assets on pension and operational lease liabilities (72)
Adjusted net debt 614 736

As at 31 December 2019 adjusted net debt amounted to €736 million (2018: €614 million). The increase of €122 million mainly resulted
from new leases of €135 million, debt and leases from the acquisition of Sandd of €103 million and (interim) dividend payments of

€71 million, partly offset by positive net cash from operating and investing activities of €104 million and, as of 2019, the inclusion of related
deferred tax assets of €72 million to appropriately reflect on the netimpact.

Reference is made to note 3.4 Leases, note 3.5 Provisions for pension liabilities and note 3.10 Commitments and contingencies for more
detailed information on leases (on and off balance) and pensions.

Other loans receivable
As at 31 December 2019, other loans receivable of €6 million (2018: £6 million) mainly include alessor loan of €5 million (2018: €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 in € million
2018,2019

At 31 December

Nominal amount Average amount Effective interest

rate
Cash atbank and in hand 137
Bank deposits 10 60 (0.35%)
Money Market Funds 122 203 (0.39%)
Total cash and cash equivalents 2018 269
Cash at bank and in hand 219
Bank deposits 25 7 (0.51%)
Money Market Funds 236 136 (0.40%)
Total cash and cash equivalents 2019 480

PostNL Annual Report 2019



Capital structure and financing costs

As at 31 December 2019, included in cash and cash equivalents was €0 million (2018: €0 million) of restricted cash. The fair value of cash
and cash equivalents approximated the carrying value.

Debt
As at 31 December 2019, the total of debt-related liabilities consists of long-term debt of €896 million (2018: €420 million) and short-term
debt of €64 million (2018: €4 million).

PostNL Total borrowings - maturity schedule in €milion

2019
Eurobonds Lease liabilities Other loans Total
2020 63 1 64
2021 58 58
2022 42 42
Thereafter 695 101 796
Total borrowings (31 264 1 960
Of whichincluded in long-term debt 695 201 896
Of whichincluded in short-term debt 63 1 64

The following table presents the cash and the non-cash changes in debt during 2019.

PostNL Reconciliation debt in € million

2019
Eurobonds Lease liabilities Other loans Total
Balance at 1 January 2019 398 25 1 424
Proceeds 296 296
Repayments (62) (64) (126)
Total cash movements 296 (62) (64) 170
Operating leases at 1 January 2019 132 132
New leases 135 135
Acquisition of subsidiaries 39 64 103
Disposal of subsidiaries (1) (1)
Amortisation 1 1
Transfers to assets held for sale (4) 4
Total non-cash movements 1 301 64 366
Balance at 31 December 2019 695 r{1} 1 960

Theincrease in debtin 2019 is due to the issuance of a €300 million eurobond with an annual coupon of 0.625% in September 2019. Refer
to note 4.5 for more details on the current outstanding eurobonds.

In 2018, the non-cash changes in the debt amounted to €21 million and related tor €23 million to new finance leases.
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4.2 Financial assets at fair value through OClI

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 OClin € million

2018,2019
2018 2019
Balance at 1 January 5 17
Additions 1 1
Remeasurement recognised in OCI 11 3
Partial reduction in our stake in Whist| (6)
Balance at 31 December 17 15

As at 31 December 2019, 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.Theassessment of fairvalueisbased onkey performance indicatorsincludedinrelatedmanagementand statutoryreportsand derived
from the expected development of business and financial performance. In 2019, the fair value remeasurement of £3 million (2018:

€11 million) mainly related to our stake in Whistl, for which external valuation insights have been applied.

4.3 Capital management

Capital management is focused on the following components of the current capital structure:

« targeting aleverage ratio (adjusted net debt/EBITDA) not exceeding 2.0 (outcome 2019: 2.6);

« 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;

» cashpooling systems that ensure optimal cash requirements for the PostNL Group by facilitating centralised funding and surplus cash
concentration at group level;

= tax-optimalinternal and external funding focused on optimising the cost of capital for PostNL, within boundaries that are sustainable
on along-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
andliquidityrisk. Alltheserisks arise inthe normal course of business and PostNL therefore usesvarious techniquesand 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 exposures and vice
versa isignored. 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.
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Financial risk management is carried out by Group Treasury under policies approved by the Board of Management. Group Treasury
identifies, evaluatesand hedges financial risksand exposuresin 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.

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 2019, PostNLs gross interest-bearing borrowings, including lease
obligations, totalled €960 million (2018: €424 million), all at fixed interest rates. Financial assets are on average of a short-term nature.

At 31 December 2019, ifinterest rates on borrowings and financial assets had been 1% higher with other variables held constant, the profit
before income tax would have been €5 million higher (2018: €3 million). The potential profit increase is entirely attributable to interest
income on the cash and cash equivalents. Equity would be positively affected by €4 million (2018: €3 million), mainly due to the interest
income on cash and cash equivalents.

PostNLhasinternational operationsthat generateforeign currency exchangerisksarising 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 whetheritis the euro (PostNL's functional and reporting currency) or another functional currency. Foraccounting
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 2019, 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 2019, 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 (2018: €0 million). In 2019, 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 2018. Equity would have been positively impacted by

€2 million (2018: €4 million), all related to the move in the hedge reserve.

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.

Onthereporting date, there was no significant concentration of credit risk across the customer portfolio. The top 10 trade accounts

receivable accounted for 19% of outstanding trade receivables as at 31 December 2019.

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-
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term and short-term debts, as well as its material drawn or undrawn committed credit facilities do not include any financial covenants.
Therearenoobligationstoacceleraterepaymentsofthese material debtsand committedfacilitiesinthe eventof acreditrating downgrade.
A downgrade in PostNLUs 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 2019, the £400 million committed credit facility (maturity date: 10 April 2022) was undrawn (2018: undrawn).

The following table analyses PostNL's financial liabilities, categorising theminto 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 in €million
2018,2019

At 31 December Less than Between Thereafter Book value
1 year 1 and 3 years
Eurobonds 4 8 412 398
Financial leases 3 6 17 25
Other loans 1 1
Interest rate and cross-currency swaps - outgoing 0
Foreign exchange contracts - outgoing 206
Trade accounts payable 146 146
Other current liabilities 63 63
Total outgoing flows 423 14 429 633
Interest rate and cross-currency swaps - incoming 0
Foreign exchange contracts - incoming 206
Total mitigation via incoming flows 206
Total liquidity risk 2018 217 14 429 633
Eurobonds 6 12 716 695
Leases 66 102 107 264
Other loans 1 1
Interest rate and cross-currency swaps - outgoing 18
Foreign exchange contracts - outgoing 176
Trade accounts payable 197 197
Other current liabilities 67 67
Total outgoing flows 531 114 823 1,224
Interest rate and cross-currency swaps - incoming 18
Foreign exchange contracts - incoming 176
Total mitigation via incoming flows 194
Total liquidity risk 2019 337 114 823 1,224
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4.5 Financial instruments

Inline with IFRS 9 and IFRS 13, the following categories of financial assets and financial liabilities can be distinguished.

PostNL Financial instruments - assets in € million

2018, 2019
At 31 December Notes Input Loans and Derivativesused Financial assets Total
information level receivables for hedging at fair value
(IFRS13) through OCI
Other loans receivable level 2 6 6
Other financial fixed assets level 3 17 17
Accounts receivable 311 level 2 325 325
Foreign exchange contracts* level 2 3 3
Cash and cash equivalents 4.1 269 269
Total assets balance sheet 2018 600 3 17 620
Other loans receivable level 2 6 6
Other financial fixed assets level 3 15 15
Accounts receivable 311 level 2 322 322
Foreign exchange contracts* level 2 1 1
Cash and cash equivalents 4.1 480 480
Total assets balance sheet 2019 808 1 15 824

1 Foreign exchange contracts are included in prepayments and accrued income in the statement of financial position.
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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.
Forthelevel3financialassetsatfairvaluethrough OClourvaluationshavebeenmeasuredbyusingthe marketapproachasper31December
2018 and 31 December 2019. This has resulted in an increase in fair value by €3 million (2018: £11 million) which has been accounted for
through other comprehensive income.

PostNL Financial instruments - liabilities in € million

2018,2019
At 31 December Notes Input Financial Derivatives used Total
information level liabilities for hedging

(IFRS13) measured at

amortised costs
Long-term debt 4.1 level 1* 398 398
Trade accounts payable level 22 146 146
Short-term debt 4.1 level 22 1 1
Other current liabilities® 312 level 22 62 1 63
Total liabilities balance sheet 2018 607 1 608
Long-term debt 4.1 level 1* 695 695
Trade accounts payable level 22 197 197
Short-term debt 4.1 level 22 1 1
Other current liabilities® 312 level 22 66 1 67
Total liabilities balance sheet 2019 959 1 960

1 Eurobonds level 1.
2 We consider the fair value equal to the book value as these items will be settled within short-term and therefore level 2.

3 Other current liabilities include 'Payments from customers received in advance' for €49 million (2018: €52 million) and 'Other’ for £18 million (2018: €11 million), 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.
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Eurobonds
For the details on the outstanding eurobonds, see the table below.

PostNL Outstanding eurobonds in € million

2018, 2019
At 31 December Nominal Costs/discount to Hedge Carrying Fair
value be amortised accounting value value
1.000% eurobond 2024 400 2 No 398 389
Total outstanding eurobonds 2018 400 2 398 389
1.000% eurobond 2024 400 1 No 399 412
0.625% eurobond 2026 300 4 No 296 299
Total outstanding eurobonds 2019 700 5 695 711
Leases

For the details on the outstanding leases, see the table below.

PostNL Outstanding leases in € million

2018,2019
At 31 December Nominal Fixed/floating Hedge Carrying Fair value
value interest accounting value
Total outstanding financial leases 2018 25 fixed No 25 25
Total outstanding leases 2019 264 fixed No 264 264

Derivatives - Foreign currency exchange contracts
For the details on the outstanding foreign exchange contracts, see the table below.

PostNL Outstanding foreign exchange contracts in € million

2018,2019
At 31 December Carrying value Fairvalue = Nominal value Hedge  Amount in equity
Asset 3 3 154 balance sheet/cashflow 0
Liability 1 1 52 balance sheet/cashflow 0

Foreign exchange contracts 2018

Asset 1 1 79 balance sheet/cashflow 0
Liability 1 1 97 balance sheet/cashflow 0

Foreign exchange contracts 2019

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 2019, 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 (2018: €0 million).
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Accounting policies

Ordinary shares are classified as equity. Incremental costs directly attributable incremental costs (net of income taxes), is
directly attributable to the issuance of new shares or options deducted from equity until the shares are cancelled, reissued
are shown in equity as a deduction, net of tax, from the or disposed of. Where such shares are subsequently sold or
proceeds. reissued, any consideration received, net of any directly

attributable incremental transaction costs and the related
Where any Group company purchases PostNLs equity share income tax effects, are included in equity.

capital (treasury shares), the consideration paid, including any

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.

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 PostNLs 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.

At 31 December 2019, the company's issued share capital amounted to €40 million (2018: £38 million). The number of authorised, issued
and outstanding shares by class of share is as follows:

Shares number of shares
2018,2019

2019
Authorised by class
Ordinary shares 750,000,000 750,000,000
Preference shares B 750,000,000 750,000,000
Total authorised 1,500,000,000 1,500,000,000
Issued and outstanding
Per 1 January of the reported year 453,530,195 469,199,776
Issued for stock dividend 15,165,535 23,900,149
Issued under its incentive schemes 504,046 852,661
Per 31 December of the reported year 469,199,776 493,952,586
Issued and outstanding per 31 December by class
Ordinary shares 469,199,776 493,952,586
of which held by the company to cover share plans 0 0
of which a foundation incorporated by the company only holds the legal title 1,667,191 1,830,366
Preference shares B 0 0

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 852,661 ordinary shares in 2019 (2018: 504,046 shares) under its
incentive schemes to 'Stichting Managementparticipatie PostNL (Foundation Management Participation PostNL). The company did not
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purchase any ordinary shares in 2019 (2018: 0 shares) to cover its obligations under the existing share plans. At 31 December 2019, the
total number of shares held for this purpose was nil (2018: 0 shares). The company also held no ordinary shares for cancellation at
31 December 2019 (2018: 0 shares).

Foradministration 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 to 1,830,366 shares (2018: 1,667,191 shares) with
anominal value of €0.08 per share.

Stichting Continuiteit PostNL (Foundation Continuity PostNL) was formedto safeguardtheinterests of PostNL, the undertaking connected
with PostNLand all parties involved. It does this by, among other things, preventing any influences that could threaten PostNL's continuity,
independence andidentity, 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 PostNLs ordinary shares.

PostNL and Foundation Continuity PostNL have entered into a call option agreement, which enables Foundation Continuity PostNL to
acquire anumber 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 2019 no preference shares B were issued.

At 31 December 2019, additional paid-in capital of €160 million (2018: €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

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 servicesrendered. The fair
value of the employee services received, as measured at the
grantdate, in exchange for the grant of the sharesisrecognised
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

Remuneration of members of the Supervisory Board

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.

Total remuneration of the Supervisory Board in 2019 amounted to €403,742 (2018:€£347,783). For details see the chapter 'Remuneration

report’.

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 2019, the total remuneration based on IFRS of the Board of Management amounted to €1,926,351 (2018: €2,225,250). The following

table presents total remuneration of the Board of Management:

PostNL Remuneration of the Board of Management in€

2018, 2019

Other One year Multi-year Total
Base salary benefits' Pension costs? variable variable remuneration
Herna Verhagen - CEO 2019 625,000 185,135 24,355 140,625 119,963 1,095,078
2018 625,000 196,006 24,110 93,750 265,803 1,204,669
Pim Berendsen - CFO 2019 475,000 115,002 32,252 106,875 102,144 831,273
2018 333,819 77,039 23,854 50,073 82,127 566,913

Jan Bos - Former CFO
2018 197,917 129,198 10,606 29,687 86,259 453,668

1 Other benefits include company costs related to tax and social security, pension allowances, company car and other compensation.

2 Pension costs represent the service costs of the defined benefit scheme and risk premium for the net pension plan.

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. The base salaries have not been adjusted since.
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PostNL accounts for the short-term incentive on the basis of the performance of the year reported. In 2019, an amount of €247,500 was
accrued for. In accordance with the remuneration policy, thisamount will be paid in cash in 2020.1n 2019, an amount of €173,510 was paid
to the members of the Board of Management in relation to the short-term incentive of 2018.

In 2019, the total share-based payment costs relating to the long-term incentive performance share plan for the members of the Board
of Management amounted to £€222,107 (2018:£434,189).

The members of the Board of Management are awarded a long-term incentive, which represents a maximum potential reward of 37.5%

of the annual base salary in the form of a performance share plan. The characteristics of this performance share plan are:

itis a conditional equity-settled share plan based on a three-year performance period

each year shares are conditionally allocated to members of the Board of Management

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 achievement of targets set on each of the long-term performance measures supportive to the attainment of
PostNLUs strategy

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

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

Incompliance with the Dutch Corporate Governance Code, following athree-year performance period, the holding period forvested shares

expires two years thereafter or at termination of employment/service if this occurs earlier. For compliance reasons, a sale of shares may
not occur within six months following the date of 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.
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PostNL Performance share plan Board of Management number of shares

Other notes

2019
Net number  Number of
of shares shares
Number of Numberof Number of undera subjecttoa
Number of shares  Number of shares shares holding performance
Specification shares held granted dividend settled forfeited periodat31 condition at
Name of Director - position of plan at1Jan2019* during 2019 shares® during 2019 during 2019 Dec 2019 31 Dec 2019
Herna Verhagen - CEO PSP 2019 101,207 4,530 105,737
PSP 2018 75,833 9,859 85,692
PSP 2017 55,884 7,266 63,150
PSP 2016 69,428 5,666 (53,317) (21,777) 25,725
PSP 2015 27,423 27,423
PSP 2014 30,200
Total shares 258,768 101,207 27,321 (53,317)  (21,777) 53,148 254,579
Pim Berendsen - CFO PSP 2019 76,918 3,443 80,361
PSP 2018 57,633 7,493 65,126
PSP 2017 25,387 3,301 28,688
PSP 2016 30,474 2,487 (23,403) (9,558) ¢
Total shares 113,494 76,918 16,724 (23,403) (9,558) 174,175
Total shares 372,262 178,125 44,045 (76,720) (31,335) 53,148 428,754

[N

The shares held by Pim Berendsen up to and including 2017 reflect the number of shares that were granted in his duty as member of the Executive Committee.
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[N]

The number of conditional shares granted is based on 37.5% of the annual base salary divided by the five-day average Euronext Amsterdam share price of PostNL prior to the date of publication of the Q1

2019 results (€2.3158).

w

Conditional dividend shares were granted following the final dividend 2018 and interim dividend 2019.

EN

The shares of PSP 2016 were granted to Pim Berendsen in his role as member of the Executive Committee and are not subject to a holding period.

PostNL The main conditions of share award plans
2019

Specification of

plan Performance period Grant date
PSP 2019 01/01/2019-31/12/2021 10/05/2019
PSP 2018 01/01/2018-31/12/2020 09/05/2018
PSP 2017 01/01/2017-31/12/2019 09/05/2017
PSP 2016 01/01/2016-31/12/2018 10/05/2016
PSP 2015 01/01/2015-31/12/2017 09/05/2015
PSP 2014 01/01/2014-31/12/2016 09/05/2014

The vesting date is generally equal to grand date plus three years. Subsequently a holding period of two years applies.

Note that the number of outstanding conditional shares does not represent the total number of shares held by each member of the Board
of Management, which includes vested shares under PostNL's performance share plan and variable remuneration.

In 2019, an amount of €222,107 (2018: €434,189) was expensed for the cost of the performance shares of the Board of Management.
The costs are determined by multiplying the number of granted performance shares by the fair value of such shares on the date of the
grant (PSP 2019: € 1.853 per share; PSP 2018: £3.220 per share; PSP 2017: €4.361 per share; PSP 2016: €3.619 per share) and by taking
into account expected vesting percentages.

Other periodic compensation

Other periodic compensation included company costs related to tax and social security, pension allowances, company car and other
compensation.
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Pension costs
The pension costs consist of the service costs for the reported year (net of employee contributions) and risk premium for the net pension
plan. The members of the Board of Management are participants in a career average defined benefit scheme.

Loans, advance payments of guarantees
No loans, advance payments or guarantees were granted to members of the Board of Management in 2019 (2018: nil).

Remuneration of senior management

Short-term incentive

The short-termincentive for senior management represents a potential reward of a percentage of the annual base salary (the percentage
depending on the job level), whichis based on annual performance measures. Of the realised achievements, 50% is paid in cash and 50%
ispaidin PostNL sharesin the following year. Shares will be granted unconditionally and will be delivered without restrictions or arestricted
period, other than those defined in the PostNL insider trading policy.

The 50% of the short-termincentive settledinsharesisaccounted foras an equity-settled share-based payment. The accrued share-based
payment costs relating to this short-term incentive amounted to €1.6 million in 2019 (2018: €£1.2 million). The realised amounts will be
granted and paid in PostNL shares in 2020.

Performance share plan

A selected group of members of senior 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 performance measures. The long-term incentive
is part of the remuneration package for this selected group of senior management. It is aimed particularly at aligning their interests with
the long-term interests of the company and its shareholders.

The performance share plan contains the same characteristics as the performance share plan of the Board of Management with the
exception that there is no holding period applicable for senior management.

PostNL Performance share plan senior management

2019

Number of shares Number of Number of shares Number of shares Number of shares
heldat1Jan shares granted Number of settled during forfeited during  outstanding at
Specification of plan 2019 during 2019 dividend shares? 2019 2019 31 Dec 2019
PSP 2019 278,982 10,202 (2,403) (48,670) 238,111
PSP 2018 204,426 24,729 (13,629) (27,763) 187,763
PSP 2017 135,683 16,306 (18,357) (11,545) 122,087

PSP 2016 148,115 12,087 (113,746) (46,456)
Total shares 488,224 278,982 63,324 (148,135) (134,434) 547,961

1 The number of conditional shares is based on 37.5% of the annual base salary divided by the five-day average Euronext Amsterdam share price of PostNL prior to the date of publication of the Q1 2019
results (€2.3158).

2 Conditional dividend shares were granted following the final dividend 2018 and interim dividend 2019.

In 2019, an amount of £347,600 (2018:£636,626) was expensed for the cost of the performance shares of senior management. The costs
are determined by multiplying the number of granted performance shares by the fair value of such shares on the date of the grant (PSP

2019:€1.853 per share; PSP 2018: €3.220 per share; PSP 2017: €4.361 per share; PSP 2016: €3.619 per share) and by taking into account

expected vesting percentages.

Bonus matching share plan

Since 2011, senior management have had the opportunity, on a voluntary basis, to participate in a bonus/matching plan. The company
sees the bonus matching plan as part of the remuneration package for the members of senior management, particularly aimed at aligning
their interests with the long-term interests of the company and shareholders. At the discretion of the Supervisory Board, grants are made
onanannualbasisinaccordance with the bonus matching plan which has been approvedbythe Supervisory Board. The significant aspects
of the plan are:
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« bonus shares are purchased by the participant using 25% of the gross (cash) variable remuneration and delivered upon the grant of
the right on matching shares

« thenumber of bonus sharesis calculated by dividing 25% of an individual's gross annual cash bonus relating to the preceding financial
year by the share price on Euronext Amsterdam on the date the grant is made

« therightstomatching shares are granted free of charge. The number of matching sharesis equal to the number of bonus shares (equity
settled scheme)

» thematching rights vest three years after the delivery of the bonus shares

» foreachbonus share that is sold within three years, the associated right to one matching share lapses. If more than 50% of the bonus
shares are sold within three years, the entire right to matching shares lapses with immediate effect

« ifaparticipant leaves the company for certain reasons (retirement, certain reorganisations, disability or death), the right to matching
shares will vest immediately and he/she can exercise his/her right pro rata

« aparticipantloses therightto exercise his/her right on matching shares when he/she leaves the company for reasons other than those
mentioned

The exercise of the rights to matching shares is subject to the PostNL insiders trading policy.

PostNL Bonus matching plan senior management

2019

Number of Number of
shares Number of Number of Number of shares
outstanding at shares granted shares settled shares forfeited outstanding at
Specification of plan Vesting period 1Jan 2019 during 2019 during 2019 during 2019 31 Dec 2019
Bonus matching 2019 09/05/2018-09/05/2021 40,498 40,498
Bonus matching 2018 09/05/2017-09/05/2020 9,807 2,459 (384) (537) 11,345
Bonus matching 2017 10/05/2016-10/05/2019 29,075 (1,001) (552) 27,522

Bonus matching 2016 07/05/2015-07/05/2018 26,176 (26,176)
Total 65,058 42,957 (27,561) (1,089) 79,365

In 2019, an amount 0f €92,685 (2018: £83,310) was expensed for the cost of the equity-settled bonus matching shares. The costs are
determined by multiplying the number of granted matching shares by the fair value of such shares on the date of the grant (2019: €1.853
pershare;2018:€3.220pershare; 2017:€4.361 pershare; 2016:£3.619 pershare) and by takinginto account expectedvesting percentages.

Financing of equity-settled 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) via the issuance of new shares. Accordingly, the company does not need to actively hedge the risk in connection with its
obligations. As a result, the company did not purchase any additional shares in 2019 (2018: 0) to cover its obligations under the existing
share plans. As at 31 December 2019, the total number of shares held for this purpose was nil (2018: 0).

5.2 Related party transactions and balances

The PostNL Group companies have trading relationships with anumber of joint ventures as well as with companies in which PostNL holds
minority stakes. In some cases, there are contractual arrangements in place under which PostNL companies source supplies from such
undertakings, or such undertakings source supplies from PostNL. Transactions are carried out at arm's length.

During 2019, sales of PostNL to joint ventures and associates amounted to €0 million (2018:€0 million). Purchases of PostNL from joint
ventures andassociates amounted to €0 million (2018: €0 million). The netamounts due from the joint ventures and associates amounted

to €0 million (2018: €0 million).

Related party transactions with PostNL's pension fund are presented in note 3.5 to the consolidated financial statements.
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PostNL considers the members of the Board of Management and Supervisory Board as key management personnel as defined by IAS 24.
For disclosure on related party transactions with the Board of Management and Supervisory Board, see note 5.1 to the consolidated
financial statements.

The following table presents the entities acquired by PostNL during 2019.

Specification business combinations in £ million

2019
Sandd Mailin NL October 100.00% 65 128
Mostert Verkerk Parcels January 100.00% 1
Total 66 128

The cash balances in the acquired companies amounted to €1 million, resulting in a cash outflow from acquisition of subsidiaries of
€65 million. After closing of the acquisition of Sandd an amount of €64 million has been paid to repay debts. Refer to note 2.3.3 to the
consolidated financial statements.

Sandd

0On 22 October 2019, PostNL acquired 100% of the shares of Sandd, the other postal company with country-wide coverage in the
Netherlands, foranamount of €65 million. The acquisition fits within the goal to create one nationwide postal network for the Netherlands
in order to ensure that the postal market remains reliable, accessible and affordable for everyone. The purchase price allocation resulted
inintanbigle assets of £30 million (customer relationships, with an amortisation period of 16 years) and goodwill of €128 million. The
goodwill comprises the value of expected synergies arising from the acquisition. None of the goodwill recognised is expected to be
deductible forincome tax purposes. Transaction costs of €6 million were expensed and are included in other operating expenses.

The fair values of the identifiable assets and liabilities of Sandd as at the date of acquisition are summarised in the table below.
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Balance sheets in € million

2019

Customer list 30
Other intangible assets 3
Property, plant and equipment 7
Right-of-use assets 41
Trade accounts receivable 23
Other current assets 9
Total assets 113
Provisions 10
Lease liabilities 39
Trade accounts payable 34
Other current liabilities 93
Total liabilities 176
Total identifiable net assets at fair value (63)
Goodwill arising on acquisition 128
Purchase consideration transferred 65

The acquired lease liabilities were measured using the present value of the remaining lease payments at the date of acquisition. Theright-
of-use assets were measured at an amount equal to the lease liabilites. The terms of the acquired leases did not significantly deviate from
current market conditions.

The fair value of the trade receivables amounts to €23 million. The gross amount of trade receivables is €25 million and it is expected that
the fair value of the contractual amounts can be fully collected.

There were no contingent liabilities recognised at acquisition date.

Acquiree’s results

In2019, Sandd's total revenue and netincome attributable to shareholders accounted for within PostNL, since acquisition date, amounted
to €39 million and £(54) million respectively. The recording of a restructuring provision of €24 million and the accelerated depreciation
of assets for €25 million had a substantial negative impact on Sandd's result.

Pro formaresults
The following table presents the pro forma results of PostNL for 2019 as if the acquisitions had taken place on 1 January 2019. Pro forma

results are not necessarily indicative of the future performance of PostNL.

Pro forma results in € million

2019
Total operating revenue 2,844 2,998
Profit for the year 4 (36)
Profit attributable to the equity holders of the parent 4 (36)
Earnings per ordinary share (in € cents)* 0.8 (7.5)

1 Earnings per ordinary share are in 2019 based on an average of 482,577,917 outstanding ordinary shares.
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The consolidated financial statements include the financial figures of PostNL N.V. and its subsidiaries, associates and joint ventures and
have been prepared using uniform accounting policies for like transactions and other events in similar circumstances. All significant
intercompany transactions and balances have been eliminated on consolidation. A complete list of subsidiaries, associates and joint
ventures included in PostNL's consolidated financial statements is filed for public review at the Chamber of Commerce in The Hague. This
list has been prepared in accordance with the provisions of article 379 (1) and article 414 of book 2 of the Dutch Civil Code.

Asubsidiary isan entity controlled directly orindirectly by PostNL N.V. Controlis defined as the power to govern the financial and operating
policies of the entity so as to obtain benefits from its activities. The existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing whether PostNL controls another entity. Subsidiaries are fully consolidated from
the date on which control is transferred to PostNL and are de-consolidated from the date on which control ceases.

PostNL uses the acquisition method of accounting to account for the acquisition of subsidiaries. The consideration of an acquisition is
measured at the fair value of the assets transferred, equity instruments issued and liabilities incurred or assumed at the date of exchange.
The considerationtransferred also includes the fair value arising from contingent consideration arrangements. Identifiable assets acquired
and liabilities and contingent liabilities assumedin a business combination are measured initially at their fair values on the acquisition date
irrespective of the extent of any non-controlling interest. Acquisition-related costs are expensed as incurred.

The excess of the consideration transferred over the fair value of PostNLs share of the identifiable net assets of the subsidiary is recorded
as goodwill. If the cost of acquisition is less than the fair value of PostNL's share of the net assets of the subsidiary acquired, the difference
isrecognised directly in the income statement.

The Group treats transactions with non-controlling interests as transactions with equity owners of the Group. For purchases from non-
controlling interests, the difference between any consideration paid and the relevant share acquired of the carrying value of net assets
of the subsidiary is recorded in equity. Gains or losses on disposals to non-controlling interests are also recorded in equity.

When the Group ceases to have control or significant influence, any retained interest in the entity is re-measured to its fair value, with
the change in carrying amount recognised in profit or loss. The fair value is the initial carrying amount for the purposes of subsequent
accounting for the retained interest as an associate, joint venture or financial asset. In addition, any amounts previously recognised in
other comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of the related assets or
liabilities. This may mean that amounts previously recognised in other comprehensive income are recycled to profit or loss.

The non-controlling interest is initially measured at the proportion of the non-controlling interest in the recognised net fair value of the
assets, liabilities and contingent liabilities. Losses applicable to the non-controlling interest in excess of the non-controlling interest in
thesubsidiary'sequityareallocatedagainst PostNL'sinterests, excepttothe extentthatthe non-controllinginteresthasabinding obligation
and is able to make an additional investment to cover the losses.

ltems included in the financial statements of each of the Group's entities are measured using the currency of the primary environment
inwhich the entity operates (‘the functional currency'). These consolidated financial statements are presented in euros, which is PostNL's
functional and presentation currency.

Foreigncurrencytransactionsaretranslatedintothe functional currency using the exchangerates prevailing at the date of the transactions.
Monetary assets and liabilities in foreign currencies are translated to the functional currency using year-end exchange rates. Foreign
currency exchange gains and losses resulting from the settlement of foreign currency transactions and balances and from the translation
atyear-end exchange rates are recognised in the income statement except for qualifying cash flow hedges and qualifying net investment
hedges that are directly recognised in other comprehensive income.
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Theresultsandfinancial positionofall Group entities (none of whichhasthe currency ofahyperinflationary economy) that have afunctional
currency different from the presentation currency are translated into the presentation currency as follows:

« assetsand liabilities are translated at the closing exchange rates,

» income and expenses are translated at average exchange rates, and

« theresultingexchangerate differencesbasedonthe differentways oftranslating between the balance sheetandthe income statement
are recognised as a separate component of equity (translation reserve).

Foreign currency exchange differences arising from the translation of the net investment in foreign entities, and of borrowings and other
currency instruments designated as hedges of such investments, are taken to the translation reserve. When a foreign operation is sold,
such exchange differences are recycled in the income statement as part of the gain or loss on the sale.

Goodwillis not subject to amortisation but is tested for impairment annually or whenever there is an indication that the asset might be
impaired. For the purposes of assessing impairment, assets are grouped at the lowest levels at which there are separately identifiable cash
flows, being the cash-generating units (CGUs). If the recoverable value of the CGU is less than its carrying amount, the impairment loss is
allocated first to reduce the carrying amount of the goodwill allocated to the CGU and then pro rata to other assets of the CGU. The
recoverable amountis 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. For the purpose of assessing impairment, corporate assets are allocated to specific CGUs before
impairment testing. The allocation of the corporate assets is based on the contribution of those assets to the future cash flows of the CGU
under review. Impairment losses recognised for goodwill are not reversed in a subsequent period.

PostNL assesses on each balance sheet date whether there is objective evidence that an investment in a joint venture or associate may
need to be impaired. If the recoverable value of the investment is less than its carrying amount, the carrying amount is reduced to its
recoverable amount. 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. The fair value less costs of disposal of a joint venture or associate is
reviewed based on observable publicly available market data. Possible impairment charges may be reversed if there is an indication that
the impairment no longer exists or has been reduced.

At each balance sheet date, PostNL reviews its finite-lived intangible assets and property, plant and equipment for an indication of
impairment. If any indication exists, the recoverable amount of the assets is estimated. The recoverable amount is defined as the higher
ofanasset’s fairvalue less costs of disposal andits value in use. If the recoverable amount of an asset is estimated to be less thaniits carrying
amount, the carrying amount of the asset is reduced to its recoverable amount. Any impairment loss is recognised immediately in the
income statement. Impairment losses recognised in prior periods shall be reversed only if there has been a change in the estimates used
to determine the asset’s recoverable amount since the last impairment loss was recognised. The recoverable amount shall not exceed
the carrying amount that would have been determined had no impairment loss been recognised in previous periods. A reversal of an
impairment loss is recognised immediately in the income statement.

The company recognises a liability and an expense for profit-sharing by employees, based on a calculation that takes into consideration
quantitative and qualitative performance measures in accordance with contractual arrangements.

Dividend distribution to PostNL's shareholders is recognised as a liability in the financial statements in the year in which the dividends are
approvedbythe shareholders. If PostNL offersits shareholders (the choice of) dividendsin additional shares, the additionallyissued shares
are recognised at their nominal amount.
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5.5 Subsequent events

On 6 February 2020, PostNL announced to have signed a sale and purchase agreement for the acquisition of PostNL Spotta by Arcis, a
consortium of three companies highly experienced in printing. The transaction is expected to be completed by the end of February 2020.

On 24 February 2020, PostNL announced that it has signed an agreement on the sale of 80% of the activities of Nexive, the number-two
mail and parcels provider in Italy, to Mutares SE & Co KGaA. PostNL will obtain a minority interest of 20% in the entity acquiring the Nexive
business.Aspartofthetransaction, PostNLhasagreedtocommittoacash contribution. The transactionis subjecttoanumber of conditions
andisexpectedtocloseinQ22020. Thetransactionvalue,including the cash contribution,hasbeenappropriatelyreflectedinthe estimated
fair value per 31 December 2019.
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PostNL N.V. Corporate income statement in € million

2018,2019
Year ended at 31 December Notes 2018 2019
Dividend income 6.2.1 73 0
Other income 1
Impairment Mail investments 6.2.2 (164) (409)
Salaries, pensions and social security contributions 6.2.3 2) 6
Other operating expenses 2
Total operating expenses (164) (403)
Operating income (90) (403)
Interest and similar income 0 1
Interest and similar expenses (17) (7)
Net financial expense 6.2.4 (17) (6)
Profit/(loss) before income taxes (107) (409)
Income taxes 6.2.5 5 0
Profit/(loss) for the year attributable to shareholders (102) (409)
PostNL N.V. Corporate statement of comprehensive income in £ million
2018,2019
Year ended at 31 December Notes 2018 2019
Profit for the year attributable to shareholders (102) (409)
Actuarial gains/(losses) pensions, net of tax 6.4.2 25 81
Pension asset ceiling/minimum funding requirement, net of tax 6.4.2 ) (65)
Other comprehensive income that will not be reclassified to the income statement 23 16
Gains/(losses) on cashflow hedges, net of tax
Other comprehensive income that may be reclassified to the income statement 2
Total other comprehensive income for the year 25 16
Total comprehensive income for the year (77) (393)
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PostNL N.V. Corporate statement of cash flows in £ million

2018, 2019
Year ended at 31 December Notes 2018 2019
Profit/(loss) before income taxes (107) (409)
Adjustments for:
Impairment Mail investments 164 409
Share-based payments 3 1
Dividend income (73) 0
Interest and similarincome 0 (1)
Interest and similar expenses 17 7
Investment income (56) 6
Pension liabilities (4) (12)
Other provisions 3) 0
Changes in provisions (7) (12)
Changes in working capital (4) 3
Cash used in operations (7) (2)
Interest paid (19) 4
Income taxes received/ (paid) 8 (32)

Net cash used in operating activities

Dividend received
Interest received
Capital contribution paid

Net cash from/(used in) investing activities

Dividends paid (63) (71)
Financing related to Group companies 206 (71)
Proceeds from long-term borrowings 296
Repayments of short-term borrowings (198)

Net cash from/(used in) financing activities

Total change in cash and cash equivalents 0 0

Cash and cash equivalents at the beginning of the year
Total change in cash and cash equivalents

Cash and cash equivalents at the end of the year
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PostNL N.V. Corporate statement of financial position in € million
2018,2019

Corporate primary statements

At 31 December Notes 2018 2019
Before proposed appropriation of profit

Assets

Investments in Mail 6.4.1 3,075 2,783
Deferred tax assets 6.2.5 0 0
Total non-current assets 3,075 2,783
Accounts receivable from Group companies 6.4.3 25
Other accounts receivable 3 1
Income tax receivable 19
Cash and cash equivalents 0
Total current assets 45
Total assets 3,078 2,828
Equity and liabilities

Issued share capital 38 40
Additional paid-in capital 160 160
Revaluation reserve investments in Mail 2,168 1,759
Other reserves 345 602
Retained earnings (118) (432)
Total shareholders’ equity 6.3.4 2,593 2,129
Provision for pension liabilities 6.4.2 33

Eurobonds 6.4.4 398 695
Other provisions 2 2
Total non-current liabilities 433 697
Accounts payable to Group companies 6.4.3 44

Income tax payable 7

Other current liabilities 1

Total current liabilities 52 2

Total equity and liabilities
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PostNL N.V. Corporate statement of changes in equity in € million

2018, 2019

Issued share  Additional Hedge Revaluation Other Retained Total
capital paid-in reserves reserve reserves earnings shareholders’
capital investments equity

in Mail
Balance at 1 January 2018 36 160 (2) 2,332 205 (1) 2,730
Total comprehensive income 2 23 (102) (77)
Appropriation of netincome (48) 48 0
Final dividend previous year (1) (47) (47)
Interim dividend current year (1) (16) (16)
Share-based compensation 2 1 3
Reduction revaluation reserve (164) 164 0
Balance at 31 December 2018 38 160 0 2,168 345 (118) 2,593
Total comprehensive income 16 (409) (393)
Appropriation of netincome (166) 166 0
Final dividend previous year (1) (48) (48)
Interim dividend current year (1) (23) (23)
Share-based compensation 2 (1) 1
Reduction revaluation reserve (409) 409 0
Other (1) (1)
Balance at 31 December 2019 40 160 0 1,759 602 (432) 2,129
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Section 6: Corporate financial statements

PostNL N.V. (hereafter referred to as ‘the company’) is a public limited liability company with its registered seat and head office at Prinses
Beatrixlaan 23, 2595 AK, 's-Gravenhage, the Netherlands. The Chamber of Commerce number is 27124700.

The company’s principal activity is acting as a holding company for the Group companies of the PostNL Group (‘the Group') that provide
businesses and consumers inthe Benelux with an extensive range of services for their mail needs. Through our international sales network
Spring, we connect local businesses around the world to consumers globally. The company is the ultimate parent company of the Group.

The corporate financial statements were authorised for issue by PostNL's Board of Management and Supervisory Board on 24 February
2020 and are subject to adoption at the Annual General Meeting of Shareholders on 14 April 2020.

The significant accounting policies applied in the preparation of these corporate financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated. Allamounts included in the financial statements are
presented in euros, unless stated otherwise.

The corporate financial statements have been prepared in accordance with International Financial Reporting Standards as adopted by
the European Union (IFRS-EU) and Dutch law. IFRS-EU includes the application of International Accounting Standards (IAS), related
interpretations of the International Financial Reporting Interpretations Committee (IFRIC) and interpretations of the Standing
Interpretations Committee (SIC), issued and effective, or issued and adopted early, as at 31 December 2019.

Inthe corporate financial statements, the same accounting principles have beenapplied as setoutinthe notes to the consolidated financial
statements, except for the valuation of the investments as presented under financial fixed assets in the corporate financial statements.
These policies have been consistently applied to all years presented.

In the corporate financial statements, the Mail investments are recorded at cost less impairments (deemed cost upon adoption of IFRS-
EU).Inthe corporate statement ofincome, dividend received from the investments is recorded as dividend income. Due to this application,
the corporate equity and net result are not equal to the consolidated equity and net result. A reconciliation for total shareholders’ equity
and total comprehensive income is presented in note 6.5 to the corporate financial statements.

For new and amended standards we refer to the descriptions included in the ‘Changes in accounting policies and disclosures' in the notes
to the consolidated financial statements. The company has assessed the impact on the corporate financial statements. None of these is
expected to have a significant effect on the corporate financial statements.

The corporate financial statements are presented in euros, the company’s functional currency.

The preparation of the corporate financial statementsin conformity with IFRS-EU requires management to exercise judgements and make
estimates and assumptions that affect the application of the company's accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results could differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period
in which the estimates are revised and in any future periods affected. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the corporate financial statements are disclosed in the note ‘Critical accounting
estimates and judgements' to the consolidated financial statements.
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Key accounting estimates and judgements affecting the assessment and measurement of impairment are included in note 6.4.1 to the
corporate financial statements.

Share-based payments

Equity-settled share-based compensation plans

PostNL operates a number of equity-settled share-based compensation plans, under which the entity receives services from employees
as consideration for (conditional) shares of the Group. Forthe company's accounting policies on equity-settled share-based compensation
plans, we refer to note 5.1 of the consolidated financial statements.

Specifically for PostNL N.V,, the grant by the company of shares to the employees of subsidiary undertakings in the Group is treated as a
capital contribution. The fair value of employee services received, measured by reference to the grant date fair value, is recognised over
the vesting period as an increase to investment in subsidiary undertakings, with a corresponding credit to equity in the parent entity
accounts.

Dividend distribution
Dividend distribution to the company’s shareholdersis recognised as a liability in the corporate financial statements, in the period in which
the dividends are approved by the company's shareholders.

6.2 Result for the year
6.2.1 Dividend income

Dividend income is recognised when the right to receive payment is established. The dividend income from the company’s subsidiaries
for 2019 was €0 million (2018: €73 million).

6.2.2 Impairment Mail investments

In 2019, an impairment of €409 million on the company's investments in Mail was accounted for (2018: €164 million). Reference is made
to note 6.4.1 to the corporate financial statements.

6.2.3 Salaries, pensions and social security contributions

In 2019, salaries, pensions and social security contributions amounted to €(6) million (2018: €2 million). In accordance with IAS 19.41,
the net defined benefit cost for the company’s pension plans shall be recognised in the corporate financial statements. For PostNL, the
contributions chargedto other Group companies more than offset the pension expense incurred, resulting in a positive amount of salaries,
pensions and social security contributions over the year. For further information on defined benefit pension costs, see note 6.4.2 to the
corporate financial statements. PostNL N.V. does not have any employees other than the Board of Management.

6.2.4 Net financial expense/(income)

PostNL has financing relationships with both external banks and with PostNL companies, mainly with PostNL Finance BV. As a result,
PostNL records both external interest income and expenses from financial institutions and from PostNL Finance B.V.
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PostNL N.V. Net financial expense/(income) in € million

2018, 2019
Year ended at 31 December 2018 2019
Interest expenses on long-term borrowings 14 5
Interest on net defined benefit pension liabilities 2 1
Other interest and similar expense 1 1
Interest and similar expense 17 7
Other interest and similarincome 0 (1)
Net financial expense/(income) 17 6

In 2019, interest expenses on long-term borrowings decreased mainly as a result of the repayment of a bond in August 2018, which was
replaced by a new bond with a lower interest rate. Reference is made to note 4.1 to the consolidated financial statements.

6.2.5 Income taxes

Accounting policies

The company is tax-resident in the Netherlands. The tax The amount ofincome taxincludedin the statement ofincome
expense for the year comprises current and deferred tax. Taxis ~ is determined in accordance with the rules established by the
recognised in the statement of income, except to the extent taxauthoritiesinthe Netherlands,basedonwhichincometaxes
that it relates to items recognised directly in other are payable or recoverable.

comprehensive income.

PostNL N.V. Corporate income taxes in € million

2018, 2019
Year ended at 31 December 2018 2019
Current tax expense 3 6
Changes in deferred taxes (8) (6)
Total income tax expense/(income) (5) 0
Income taxes paid/(received) (8) 32

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. In 2019, the change in deferred taxes also includes an
amount of €(6) million (2018: €(8) million) via other comprehensive income fully related to taxes on OCI from pensions.

PostNL N.V. Corporate effective income tax rate in €million

2018, 2019

Year ended at 31 December 2018 2019
Dutch statutory income tax rate 25.0 25.0
Tax effects of:

Non and partly deductible costs (0.1) 0.0
Non deductible impairments (38.3) (25.0)
Exempt income 17.5 0.0
Other 0.6 0.0
Effective income tax rate 4.7 0.0
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In 2019, the income taxes of €0 million (2018: €£(5) million) on the result before income taxes of £(409) million (2018: €(107) million),
resulted in an effective income tax rate of 0% (2018: 4.7%). Adjusted for the tax-exempt dividend income of £0 million (2018: £73 million)
and the non deductible impairment of €409 million (2018: £164 million), the result before income taxes would have been €0 million (2018:
£€(16) million), which with income taxes unchanged at €0 million (2018: €£(5) million) would have resulted in an effective income tax rate
of 0% (2018:31.3%).

Deferred tax assets and liabilities are presented net in the balance sheet if the company has a legally enforceable right to offset current
tax assets against current tax liabilities and the deferred taxes relate to the same taxation authority. Based on this reporting principle,
the deferred tax assets as at 31 December 2019 amounts to €0 million (2018: €0 million).

The increase in net cash used in operating activities from €(18) million in 2018 to €(38) millionin 2019 mainly related to the change in
interest paid and income taxes received. In 2019, the total cash outflow for interest paid of €4 million (2018: €19 million) mainly related to
interest on PostNLs long-term borrowings. In 2019, the company paid income taxes totalling €32 million (2018: €8 million received) which
include settlements relating to prior years and, in 2018, internal settlements with Group companies within the PostNL fiscal unity.

In 2019, net cash from investing activities amounted to €(116) million (2018: €73 million) and mainly related to a capital contribution to
PostNL Holding B.V. of €117 million. The total cash inflow from dividend received from the company's subsidiaries was €0 million (2018:
€73 million).

In 2019, the net cash from financing activities of €154 million (2018:; €(55) million) mainly related to the final 2018 cash dividend paid of
€48 million (2018: final 2017 cash dividend: €47 million), interim 2019 cash dividend paid of £23 million (2018: interim 2018 cash dividend:
€16 million), the proceeds ofanew eurobond of £296 millionandfinancing related to Group companies of €£(71) million (2018: €206 million).
Financing related to Group companies mainly relates to intercompany financing of PostNL by PostNL Finance B.V. and included in 2018
the repayment of €25 million of the intercompany cross-currency swap relating to the eurobond. In 2018, the net cash used in financing
activities included the repayment of a eurobond of €198 million.

As at 31 December 2019, equity amounts to €2,129 million (2018: £2,593 million). For the disclosure onissued share capital, additional
paid-in capital and the hedge reserve, see notes 2.4 and 4.6 to the consolidated financial statements.

The revaluation reserve investments in Mail and the hedge reserve are legal reserves and are restricted for distribution.

As at 31 December 2019, the revaluation reserve of €1,759 million (2018: €2,168 million) related to the applied deemed cost approach for
the investments in Mail as of 1 January 2010, partly offset by the net recorded impairment charges of €823 million.

During 2019, the other reserves increased to €602 million from €345 million, mainly due to a reclassification from the revaluation reserve

of €409 million and a positive pension effect within other comprehensive income of £16 million, partly offset by the appropriation of net
income for 2018 of £(166) million.
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6.4 Corporate statement of financial position

6.4.1 Investments in Mail

Accounting policies

Investments in subsidiaries and associated companies
Investments in subsidiaries and associated companies are
stated at cost, less impairment. Dividend income from the
company’s subsidiaries and associated companies is
recognised when the right to receive payment is established.

Impairment of investments in subsidiaries

At each balance sheet date, the company reviews whether
there is an indication that its investments in subsidiaries might
be impaired.

Anindication may include management’s downward
adjustment of the strategic plan or other areas where
observable data indicates a measurable decrease in the
estimated future cash flows. These determinations require
significantjudgement.Inmaking thisjudgement,management
evaluates, among other factors, the financial performance of
andbusiness outlook foritsinvestments, including factors such
asindustryandsectorperformance, changesintechnologyand
operational and financing cash flow.

Ifanyindication forimpairment exists, the recoverable amount
of the investments is estimated. The recoverable amount is
defined as the higher of an investment's fair value less costs

of disposal and its value in use. If the recoverable amount of an
investment is estimated to be less than its carrying amount,
the carrying amount of the investment is reduced to its
recoverable amount. Any impairment loss is recognised
immediately in the statement of income.

The investments’ fair value less costs of disposal represents
the best estimate of the amount the company would receive if
it sold its investments. The fair value of each investment has
been estimated on the basis of the present value of future cash
flows, taking into account costs of disposal. The determination
of the investment’s value in use is based on calculations using
pre-tax cash flow projections based on financial budgets
approved by management covering a nine-year period. Cash
flows beyond the nine-year period are extrapolated using
estimated growth rates.

Impairmentlossesrecognisedin prior periods shall be reversed
only if there has been a change in the estimates or external
market information used to determine the investment’s
recoverable amount since the last impairment loss was
recognised. The recoverable amount shall not exceed the
carrying amount that would have been determined had no
impairment loss been recognised in prior years.

195

The movement in the Investments in Mail is as follows:

PostNL N.V. Investments in Mail in € million

2018,2019
2018 2019
Balance at 1 January 3,239 3,075
Additions to capital 117
Impairment (164) (409)
Balance at 31 December 3,075 2,783

The subsidiary undertakings of the company as at 31 December 2019, and the company’s percentage interest, are set out below.

PostNL N.V. Breakdown corporate investments
2019

Name of direct subsidiairy Country of Ownership %
incorporation

Netherlands 100%

PostNL Holding BV.
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A complete list of investments in subsidiaries, associated companies and jointly-controlled entities will be attached to the company’s
Annual Report made available to the Chamber of Commerce.

Adetailedreview has been performed of the recoverability of the Mail investments. The recoverable value of each investment is the higher
of the value in use and fair value less costs of disposal. The recoverable value is determined based on the value in use as this was higher
than the fair value less costs of disposal at year end 2019. The value in use has been estimated on the basis of the present value of future
cash flows. For all investments, the estimated future cash flows are based on a eight-year forecast and business plans, as management
considers these forecasts reliable based on past experience.

The estimated future cash flows are derived from the most recent strategic planning approved by management, including inherent
uncertaintieslike future volume developments, efficiency measuresandtheimpact of regulatory decisionsand developments. The applied
growth rate does not exceed the long-term average growth rates on the related operation and market. The company 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 rates in the investments'valuations varies around
9.5% (2018: around 10%).

Key assumptions used to determine the recoverable values for the investments of the company are the following:

« maturity of the underlying market, market share and volume development in order to determine the revenue mix and (long term)
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.

As the Mail investments are vulnerable to changes in the discount rate and changes in operating income, a sensitivity analysis has been
performed for the Mail investments. The sensitivity analysis included the impact of the following items which are considered to be most
critical when determining the recoverable value:

« anincrease or decrease in the discount rate of 0.5%, and
= anincrease or decrease in operating income of 5%.

If the discount rate were to change by 0.5%, this would impact the Mail investments by around €230 million (2018: €240 million). Achange
in operating income of 5% would impact the Mail investments by around €90 million (2018: €80 million).

The detailed review of the value of the Mail investments resulted in the recoverable value being €409 million lower than their carrying
value. The recoverable value of the continuing operations was derived from the 2019 strategic planning, taking into account uncertainties
relating to volume and margin developments, efficiency measures and investments necessary to keep up with market dynamics, and
the impact of regulation within Mail in the Netherlands. The value of Postcon and Nexive, our discontinued operations, is based on fair
valueless coststo sellat year-end 2019. The value decrease mainly followed from areassessed base line for Mail in the Netherlands, where
to alesser extent price increases and costs savings are expected to absorb further volume and revenue decline, an adjusted growth rate
for Parcels, reduced business plans within Spring impacted by increased fierce competition and a negatively impacted discontinued
operations’ value, partly offset by the value impact resulting from the consolidation of Sandd. Based on the detailed review, management
concludedthat animpairment of €409 million was present for the Mailinvestments. Consequently, management recorded animpairment
charge of €409 million in 2019 (2018: €164 million). Within equity, the revaluation reserve associated with the initial revaluation of the
Mail investments has been lowered by the impairment charge amount.

In 2019, the additions to capital of €117 million related to a capital contribution to PostNL Holding B.V.
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Accounting policies

For the accounting policies on pension liabilities, reference is
made to note 3.5 to the consolidated financial statements.

The company s the sponsoring employer of the main Dutch pension plan, which is externally funded in a separate pension fund and cover
the majority of PostNL's employees in the Netherlands.

In accordance with IAS 19.41, PostNL recognises the net defined benefit cost in the corporate financial statements of the company. The
relevant Group companiesrecognise the costsequal to the contributions payable forthe periodintheirfinancial statements. Inits corporate
financial statements, PostNL recognises the contributionsreceived fromtherelevant Group companiesasabenefitthat offsets the defined
benefit pension expense. The impact of the contributions is represented as participant contributions in the following table.

For the company, the contributions received from the relevant Group companies more than offset the pension expense. As aresult, the
corporate financial statements record a defined benefit pension income of £7 million (2018: expense of £1 million), whereas the

consolidated financial statements record defined benefit pension expenses of £113 million (2018: €122 million).

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 employer pension income for the sponsored pension plan of the company.
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PostNL N.V. Detailed overview of changes in corporate defined benefit plans in€milion

2018, 2019
2018 2019

Change in benefit obligation

Benefit obligation at beginning of year (8,528) (8,340)
Service costs (114) (109)
Interest costs (171) (150)
Other movements (25) (21)
Actuarial (losses)/gains 268 (981)
Benefits paid 230 234
Benefit obligation at end of year (8,340) (9,367)
Change in plan assets

Fair value of plan assets at beginning of year 8,511 8,360
Assumed return on plan assets 169 150
Other movements 29 25
Participants contributions 121 122
Employer contributions 3 3
Other costs 9) 9)
Actuarial (losses)/gains (234) 1,090
Benefits paid (230) (234)
Fair value of plan assets at end of year 8,360 9,507
Change in funded status

Funded status at the beginning of year 17) 20
Operating expenses (incl. participants contributions) 1 8
Interest (expenses)/income (1) 0
Employer contributions 3

Actuarial (losses)/gains 34 109
Funded status at end of year 20 140
Impact of pension asset ceiling (20) (140)
Impact of minimum funding requirement (33)

Netted pension liabilities (33) 0
Components of employer pension expenses

Service costs (114) (109)
Interest (expenses)/income ) (1)
Other costs (6) (5)
Participants contributions 121 122
Post-employment benefit income/(expenses) (1) 7
Weighted average assumptions as at 31 December

Discount rate 1.8% 0.9%
Rate of benefitincreases 1.1% 0.9%
Life expectancy 65 year old men/women (in years) 21.3/23.2 21.4/23.3

6.4.3 Accounts receivable from Group companies / Accounts payable to Group companies

Asat 31 December 2019, accounts receivable from Group companies amounted to €25 million of which €22 million related to areceivable
from PostNL Finance B.V. (2018: €44 million payable to PostNL Finance B.\.). The fair value of the accounts receivable from and payable

to Group companies approximated the carrying value, due to the short-term nature.
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Asat 31 December 2019, the eurobonds amounted to €695 million non-current (2018: €398 million). For the disclosure on the eurobonds,
reference is made to notes 4.1 and 4.5 to the consolidated financial statements.

In 2019, the non-cash changes in the total debt amounted to €1 million and related to the amortisation of costs included in the eurobonds.

Consolidated to corporate equity and total comprehensive income in€million

2018, 2019
2019
Equity Income Equity Income
Consolidated: Equity and total comprehensive income 46 72 (21) 3
Reconciliation items previous years 2,696 2,547
Impairment Mail investments (164) (164) (409) (409)
Results from investments 29 29 (4) (4)
Other comprehensive income (CTA/hedges/associates/pensions) (14) (14) 17 17
Other direct equity movements (1)
Total reconciliation items 2,547 (149) 2,150 (396)
2,129 (393)

The differences between total shareholders’ equity and total comprehensive income according to the IFRS-EU consolidated financial
statements and the corporate financial statements under IFRS-EU in general relate to the accounting of the Mail investments at cost less
impairments (deemed cost upon adoption of IFRS-EU) in the corporate financial statements and subsequent (reversal of ) impairments.

The reconciling items for equity and income are further detailed below.

The 'reconciliation items previous years' of £€2,547 million in 2019 relate to the difference between the consolidated equity as at
31 December 2018 of €46 million and the corporate equity of €2,593 million at that date.

For details of the reversal of the impairment of the Mail investments recognised in the corporate financial statements in 2019, see note
6.4.1 to the corporate financial statements.

The 2019 results from investments were €4 million lower in the corporate financial statements and can be calculated from the result from
the corporate income statement of £(409) million, plus the impairment of the Mail investments of €409 million, minus the result from
the consolidated income statement of €4 million. The difference relates to the difference between the dividend income and the result
from the Mail investments. The 2018 results from investments were €29 million higher in the corporate financial statements and can be
calculated from the result from the corporate income statement of £(102) million, plus the impairment of the Mail investments of

£164 million, minus the result from the consolidated income statement of £33 million. The difference relates to the difference between
the dividend income and the result from the Mail investments.

The reconciliation item ‘Other comprehensive income' represents hedge and currency translation adjustments and adjustments for
actuarial gains/(losses) which were recognised in the consolidated financial statements but not in the corporate financial statements as
theinvestments are stated at cost. It also represents other comprehensive income from the change invalue of financial assets at fair value
through OCl that was recognised in the consolidated financial statements but not in the corporate financial statements.
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The 2019 difference in other comprehensive income of €17 million included €£(21) million of actuarial losses on pensions, €3 million of
the change in value of financial assets at fair value through OCl and €1 million other items. The 2018 difference in other comprehensive
income of €£(14) million included €7 million of actuarial gains on pensions, €11 million of the change in value of financial assets at fair value
through OCl and €(4) million other items.

At 31 December 2019, the company issued a declaration of joint and several liability for some of its Group companies in compliance with
article 403, book 2 of the Dutch Civil Code. Those Group companies are:

Declaration of joint and several liability

2019
Cendris Customer Contact BV. PostNL E-commerce Services BV.
DM Productions BV. PostNL Finance BV.
G3 Worldwide Mail N.V. PostNL Holding BV.
Koninklijke PostNL B.V. PostNL Pakketten Benelux BV.
Logistics Solutions BV. PostNL Real Estate BV.
Netwerk VSP BV. PostNL TGN B.V.
PostNL Data Solutions BV. PostNL Transport BV.

The company forms a fiscal unity with a majority of its Dutch subsidiaries for corporate income tax and VAT purposes. A company and its
subsidiaries that are part of these fiscal unities are jointly and severally liable for the tax payable by these fiscal unities.

In addition to the declaration of joint and several liability in compliance with article 403, book 2 of the Dutch Civil Code, the company
provided parental support relating to the following items:

« committed revolving credit facilities of €400 million;

« guarantee facilities of €85 million;

= ordinary business activities of the Group of €33 million;
» ISDA agreements.

For details on the separation agreement with TNT Express, see note 3.10 to the consolidated financial statements.

Fordisclosure onthe company’s overall financial risk management programme, reference is made to note 4.4 to the consolidated financial
statements.

Fora summary of the company’s financial instruments relevant to these corporate financial statements, reference is made to note 4.5 to
the consolidated financial statements.

The company's shares are widely held. As such, no ultimate controlling party can be identified. The company, acting as a holding company,
hasrelationships withanumber of Group companies. Insome cases, there are contractual arrangementsin place under which the company
sources supplies from such undertakings or such undertakings source supplies from the company. Transactions are in principle carried
out at arm’s length.
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PostNL N.V. Related party transactions in £ million

2018, 2019
Year ended at 31 December 2018 2019
Transactions Balances Transactions Balances
Dividend income PostNL Group companies 73 0
Accounts receivable from PostNL Group companies/interest income 25
Accounts payable to PostNL Group companies/interest expense (1) 44 (1)
Hedge accounts receivable/(payable) to PostNL Group companies/
hedge income/(costs) (1)
Net financing activities from Group companies 206 (71)
Income tax received from/(paid to) PostNL Group companies 27

For the compensation of the members of the Board of Management and Supervisory Board, see note 5.1 to the consolidated financial
statements.

Subsequent events
For disclosure on subsequent events, reference is made to note 5.5 to the consolidated financial statements.

Subsidiaries and associated companies at 31 December 2019

The list containing the information referred to in article 379 and article 414 of book 2 of the Dutch Civil Code is filed at the office of the
Chamber of Commerce in The Hague. 201
Appropriation of profit

Dividend proposal 2019

Inaccordance with our dividend policy, the condition for paying out dividend is a leverage ratio (adjusted net debt/EBITDA) not exceeding

~2. This condition was not met per year-end 2019 (leverage ratio: 2.6). The Board of Management has decided, with the approval of the
Supervisory Board, subject to shareholders approval at the 2019 Annual General Meeting of Shareholders, to declare a dividend of €0.08

per ordinary share for 2019, which is equal to the interim 2019 dividend that was paid in August 2019. No final dividend will be distributed.

Appropriation of profit
The Board of Management, with the approval of the Supervisory Board, shall withdraw the corporate loss of €409 million fromthe reserves.

For detailed information on PostNLs corporate performance, and the resulting loss, refer to section 6 of the financial statements.

Subjecttotheadoptionof PostNLs financial statements by the Annual General Meeting of Shareholders,and givenan 2019interim dividend
of €0.08 per ordinary share has been paid, no 2019 final dividend is proposed.

Upon approval of this proposal, corporate result will be appropriated as follows:

PostNL N.V. Appropriation of corporate profit in € million

2019
2019
Result attributable to the shareholders (409)
Appropriation in accordance with the articles of association:
Reserves withdrawn by the Board of Management and approved by the Supervisory Board (article 31, paragraph 2) 432
Dividend on ordinary shares 23
(Interim) dividend paid in cash (23)

Final dividend 0
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The Hague, the Netherlands, 24 February 2020

Board of Management
HW.P.M.A. Verhagen (CEQ)
P. Berendsen (CFO)

Supervisory Board

J.J. Nooitgedagt (Chairman)
J. Wallage

E. Blok

A.M. Jongerius

M.E.van Lier Lels
T.Menssen

F.H. Révekamp

PostNL N.V.
Prinses Beatrixlaan 23

2595 AK The Hague
The Netherlands
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Section 7: Other information

Appropriation of profit

Extract from the articles of association on appropriation of profit

Under PostNLs articles of association, the dividend specified in article 31, paragraph 1 will first be paid on the preference shares B if
outstanding. Subject to the approval of PostNL's Supervisory Board, the Board of Management will determine thereafter which part of
the profit remaining after payment of dividend on any preference shares B will be appropriated to the reserves (article 31, paragraph 2).
Theremaining profitaftertheappropriationtoreservesshallbeatthedisposalofthe General Meeting of Shareholders (article 31, paragraph
3).Nodividendshallbe paidonsharesheldbyPostNLinitsown capital (article 31, paragraph6). Preference shares Bwere notissuedin 2019.
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To: the shareholders and Supervisory Board of PostNL N.V.

We have audited the financial statements 2019 of PostNLN.V. (hereinafter: PostNL or The Company),basedin The Hague, the Netherlands.

In our opinion the accompanying financial statements give a true and fair view of the financial position of PostNL N.V. as at 31 December
2019, and of its result and its cash flows for 2019, in accordance with International Financial Reporting Standards, as adopted by the
European Union (EU-IFRS), and with Part 9 of Book 2 of the Dutch Civil Code.

The financial statements comprise:

= The consolidated and corporate statement of financial position as at 31 December 2019

» The following statements for 2019: the consolidated and corporate income statement,
the consolidated and corporate statement of comprehensive income, the consolidated and corporate statement of cash flows and
the consolidated and corporate statement of changes in equity

» The notes comprising a summary of the significant accounting policies and other explanatory information

We conductedourauditinaccordance with Dutchlaw,including the Dutch Standards on Auditing. Ourresponsibilitiesunder those standards
are further described in the “Our responsibilities for the audit of the financial statements” section of our report.

We are independent of PostNL in accordance with the EU Regulation on specific requirements regarding statutory audit of public-interest
entities, the “Wet toezicht accountantsorganisaties” (Wta, Audit firms supervision act), the “Verordening inzake de onafhankelijkheid van
accountants bijassurance-opdrachten” (ViO, Code of Ethics for Professional Accountants, aregulation with respect toindependence) and
other relevant independence regulations in the Netherlands. Furthermore we have complied with the “Verordening gedrags- en
beroepsregels accountants” (VGBA, Dutch Code of Ethics).

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Our understanding of the business

PostNL provides businesses and consumersin the Benelux with an extensive range of services for their mail and parcel needs, transforming
fromatraditionalmailbusinessintoalogistics service provider. Throughtheirinternational sales network Spring, they connectlocal business
around the world to consumers globally. The group is structured in components and we tailor our group audit approach accordingly. We
pay specific attention in our audit to a number of areas driven by the operations of the group and our risk assessment.

We start by determining materiality and identifying and assessing the risks of material misstatement of the financial statements, whether
dueto fraud, non-compliance with laws andregulations or error in order to design audit procedures responsive to those risks, and to obtain
auditevidencethatis sufficientand appropriate to provide abasis forour opinion. Therisk of not detectingamaterial misstatementresulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.
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Materiality

Materiality €7.5million
Benchmark applied 5% of normalised operation income
Explanation We consider an earnings-based measure as the most appropriate basis to

determine materiality. We consider operating income to be the most
appropriate earnings-based benchmark, as it provides us with a consistent
year on year basis for determining materiality and is one of the key

performance measures for the users of the financial statements.

The benchmark applied is in line with last year’s audit. Since current years’
operating income is impacted by two material one off Sandd acquisition
related costs of approximately €49 million (restructuring provision and
accelerated depreciation of assets), we have adjusted operating income to
come toanormalized operating income on which we based our materiality.

Wehave alsotakenintoaccount misstatementsand/or possible misstatementsthatin our opinion are material for the users of the financial
statements for qualitative reasons.

We agreed with the Supervisory Board that misstatements in excess of £375,000, which are identified during the audit, would be reported
to them, as well as smaller misstatements that in our view must be reported on qualitative grounds.

Our focus on fraud and non-compliance with laws and regulations
Our responsibility 2 O 5

Although we are not responsible for preventing fraud or non-compliance and cannot be expected to detect non-compliance with all laws
andregulations, itisourresponsibility to obtainreasonable assurance that the financial statements, takenasawhole, are free frommaterial
misstatement, whether caused by fraud or error. Non-compliance with laws and regulations may result in fines, litigation or other
consequences for the Company that may have a material effect on the financial statements.

Our audit response related to fraud risks

Inorder to identify and assess the risks of material misstatements of the financial statements due to fraud, we obtained an understanding
of the entity and its environment, including the entity’s internal control relevant to the audit and in order to design audit procedures that
are appropriate in the circumstances. As in all of our audits, we addressed the risk of management override of internal control. We do not
audit internal control per se for the purpose of expressing an opinion on the effectiveness of the Company's internal control.

We considered available information and made enquiries of relevant executives, directors (including internal audit, integrity office, legal,
compliance) and the Supervisory Board. As part of our process of identifying fraud risks, we evaluated fraud risk factors with respect to
financial reporting fraud, misappropriation of assets and bribery and corruption in close co-operation with our forensic specialists. In our
risk assessment we considered the potential impact of performance based bonus schemes which the Company has in place.

We evaluated the design and the implementation of internal controls that mitigate fraud risks. In addition, we performed procedures to
evaluate key accounting estimates for management bias in particular relating to important judgment areas and significant accounting
estimates as disclosed in note 3.8, 3.1.4, 3.9 and note 5.3 of the consolidated primary statements and note 6.4.1 to the corporate primary
statements. We have also used data analysis to identify and address high-risk journal entries.

We incorporated elements of unpredictability in our audit. We considered the outcome of our other audit procedures and evaluated

whether any findings were indicative of fraud or non-compliance. If so, we reevaluate our assessment of fraud risk and its resulting impact
on our audit procedures.
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Our audit response related to risks of non-compliance with laws and regulations

We assessed factors related to the risks of non-compliance with laws and regulations that could reasonably be expected to have a material
effectonthe financial statements fromour generalindustry experience, through discussions withthe management board, reading minutes
and inspection of internal audit reports and performing substantive tests of details of classes of transactions, account balances or
disclosures.

We also inspected lawyers’ letters and correspondence with regulatory authorities and remained alert to any indication of (suspected)
non-compliance throughout the audit. Finally we obtained written representations that all known instances of non-compliance with laws
and regulations have been disclosed to us.

Going concern

Inordertoidentifyandassesstherisks of going concernandto conclude on the appropriateness of management’s use of the going concern
basisofaccounting, we considerbasedonthe auditevidence obtained, whetheramaterialuncertainty existsrelated to events or conditions
that may cast significant doubt on the Company's ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion.

Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause a company to cease to continue as a going concern.

Scope of the group audit
PostNL is at the head of a group of entities. The financial information of this group is included in the consolidated financial statements
of PostNL N.V.

Because we are ultimately responsible for the opinion, we are also responsible for directing, supervising and performing the group audit.
In this respect we have determined the nature and extent of the audit procedures to be carried out for group entities. Decisive were the
size and/or the risk profile of the group entities or operations. On this basis, we selected group entities for which an audit or review had to
be carried out on the complete set of financial information or specific items.

Our group audit focused onsignificant group entities of PostNL N.V. within the segments Parcels, Mailin the Netherlands and PostNL Other.
Based on their significance and/or risk characteristics, we performed full scope or specific scope audit procedures on the significant group
entitieswithinthose segments. Additionally, specificscope procedureswere performedon Nexive, the Group's Italianbusiness unitincluded
within discontinued operations.

For the entities in scope within Parcels and Mail in the Netherlands, except for the newly acquired entity Sandd and Spring Hong Kong,
the group engagement team performed the work. For Sandd non-EY auditors performed full scope audit procedures on the financial
information included in the Company’s consolidated financial statements on our request. For Spring Hong Kong and Nexive we used EY
auditors from Hong Kong and Italy respectively, who are familiar with local laws and regulations, to perform audit procedures to obtain
sufficient coverage for financial statement line items from a consolidated financial statements perspective. The auditors for Sandd, Hong
Kong and Nexive are collectively referred to as component auditors.

Componentmaterialitywas determinedby ourjudgment, based ontherelative size of the componentandourriskassessment. Component
materiality did not exceed €3.75 million and the majority of the component auditors applied a component materiality that is significantly
less than this threshold.

We sent detailed instructions to all component auditors, covering the significant areas that should be addressed and set out in the
information required to be reported to us. We interacted regularly with the component teams where appropriate during various stages
of the audit, reviewed key working papers and were responsible for the scope and direction of the audit process.

The group consolidation, financial disclosures and a number of complex items were audited by the group engagement team at the

Company's head office. These included goodwill and Mail investments impairment testing, purchase price allocation in relation to the
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acquisition of Sandd, valuation of assets classified as held for sale and pensions. We involved several EY specialists to assist the audit team,
including specialists from our tax, valuations, actuarial and treasury departments. In total, in performing these procedures, we achieved,
by performing full and specific scope procedures, the following coverage on the financial line items:

PostNL Coverage on financial line items

Assets Revenue Operatingincome
Specific scope 2% - Specificscope % I Specific scope 12% -

Other procedures 20% Other procedures 16% Other procedures 12%

The entities that were assigned with a specific scope cover 100% of the related assets.

None of the components covered through other procedures (remaining components) individually represented more than 3% of total
group revenue. For those remaining components we performed, amongst others, analytical procedures to corroborate our assessment
that there were no significant risks of material misstatements within those components. By performing the procedures mentioned above
at entity level, together with additional procedures at group level, we have been able to obtain sufficient and appropriate audit evidence
about the group's financial information to provide an opinion about the financial statements.

Use of internal audit

We performed our audit in cooperation with Internal Audit of PostNL, leveraging their in-dept knowledge of the Company and the work
performed. We agreed about the joint coordination of the audit planning, the nature and scope of the work to be performed, the report
anddocumentation. We evaluatedandtestedtherelevantwork performedby Internal Auditto satisfy ourselvesthatthe work was adequate
for our purposes and established what work had to be performed by our own professionals.

General audit procedures
Our audit further included among others:

« Performingaudit proceduresresponsive totherisksidentified,and obtaining audit evidence that s sufficientand appropriate to provide
a basis for our opinion

« Evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management

» Evaluating the overall presentation, structure and content of the financial statements, including the disclosures

» Evaluating whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation

Our key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial statements.
We have communicated the key audit matters to the Supervisory Board. The key audit matters are not a comprehensive reflection of all
matters discussed.

Following the acquisition of Sandd on 22 October 2019, a new key audit matter ‘Acquisition of Sandd’ has been defined. Impact of laws
andregulation on the valuation of the business of PostNLis no longer included as akey audit matter as this mainly related to the discussion
around significant market power (SMP) and tariff setting for which there were only limited developments in 2019. Furthermore we have
updated the key audit matter Deferred revenue and revenue related accruals (stamps and terminal dues) to Revenue related accruals
(terminal dues) since we concluded the estimate in the deferred revenue position for stamps to be limited.

These matters were addressed in the context of our audit of the financial statements as a whole and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.
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InAugust2018PostNL decidedtodivest
its Postcon (Germany) and Nexive
(Italy) business via an asset deal and to
subsequently liquidate the entities. As
aresultofthisdecisionandthehistorical
losses at those entities a deferred tax
asset originated which at 31 December
2019 amounts to €73 million. On
310ctober2019the sale of Postconwas
effectuated. As part of this transaction
areceivable is recorded related to an

earnout arrangement.

Wefocusedinourauditonthevaluation
of the assets classified as held for sale
(Nexive), as well as the deferred tax
asset which originated as a result of
the (announced) divestments and the
accounting for the sale of Postcon
including the valuation of the related
earnout. Accounting is complex and
significant management judgment is
involved in relation to the assessment
of the recoverability of the deferred tax
asset and the earnout.

Further reference is made to note 3.8
Deferred income tax assets and
liabilities and note 3.9 Assets classified
as held for sale to the consolidated

primary statements.

On 22 October 2019 the Company
acquired 100% of the shares of Sandd
for a total consideration of €65 million
paid for the shares and debt repayment
of €64 million, resulting in €128 million
goodwill and €30 million intangible
assets.

The Company was required to
recognize assetsacquired and liabilities
assumed at the acquisition-date fair
values. The acquisition, and more

specifically the judgments around the

We have gained an understanding on the status of the
divestment of Postcon and Nexive.

Our procedures consisted of the following:

e Assessed the appropriateness and compliance of
the Company’s accounting policies in relation to
assets held for sale and discontinued operations;

« Corroborated the valuation of Nexive to the binding
offer received;

e Obtained and read the agreement in relation to
the sale of Postcon and verified that the transaction
was correctlyaccounted for. We furthermore tested
management’sassumptionstoassessthevaluation
of the earnout;

« Reconciledtheamountspresentedas Discontinued

Operations to the underlying trial balances.

With the involvement of our tax specialists we audited
the calculation of the deferred tax asset originating as
aresult of the decision to divest and subsequently
liquidate the Postcon and Nexive entities. We verified
the clerical accuracy, the timing of realization against
the applicable enacted tax rate, as well as the
recoverability of the deferred tax asset by testing
management’s assumptions to determine the
probability that the deferred tax assets recognized in
the balance sheet will be recovered.

We also assessed the adequacy of the Company’s
disclosures around the deferred tax asset as included
innote 3.8 Deferredincometaxassetsandliabilitiesand
note 3.9 Assets classified as held for sale of the
consolidated primary statements.

The Company's management engaged a third-party
expert to provide valuation, tax and business modelling
support with respect to the determination of the fair
values of assets and liabilities under IFRS 3. We
deployed our valuation experts to audit the PPA.

Our procedures focused primarily on the risks relating
to the valuation model, assumptions and judgments
associated with the estimation of the fair value
measurements on customer contracts and provisions.
These included:

e gaining an understanding through enquiry and
review of the valuation methodology adopted by

We confirm that the Company
appropriately accounted for the sale of
Postconandthevalue of Nexiveisbased
on the binding offer received which has
been accepted on 23 February 2020 by
the Company.

We also consider management's
assumptions applied in the valuation
of the deferred tax asset related to
Nexive and Postcon and the receivable
recorded as part of the earnout
arrangement (Postcon) to be
reasonable.

Furthermore, we assessed that the
disclosuresinnote 3.8 Deferredincome
tax assets and liabilities and note 3.9
Assets classified as held for sale of the
consolidated primary statements are
appropriate.

We were satisfied that management
hadfollowedarobustprocessinthe PPA
exercise and that it reflected
appropriately the facts and
circumstances that existed at the
acquisition date.

Weassessedthatthedisclosuresinnote
5.3 Business combinations are

appropriate.
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determination of the fair value of the
customer contracts and provisions as
part of the purchase price allocation
(PPA), were significant to our audit.

Various assumptions are being made
inthe measurement of revenue related
accruals.

The accounting of the revenue related
accrual, which relates to settlements
with international postal operators for
services provided (terminal dues), is
important to our audit given the
estimates used in the calculation of
the terminal dues can have an impact
on the operating revenues and accrued
liabilities.

Further reference is made to note 3.1.4
to the consolidated primary
statements. In addition, the general
accounting policy around revenue
related accruals is disclosed in note 1.3
of the consolidated primary
statements.
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the Company, and comparing the approach with
accepted industry practice;

e assessing the appropriateness of key assumptions,
by comparing them with external benchmarks;

e confirming consistency of assumptions with other
areas of the financial statements;

« using our valuation experts to audit the integrity of
the models used in the valuations;

« eunderstanding and validating the value attributed
to the assets identified in the purchase price
allocation;

« confirming existence and valuation of assets and
liabilities acquired, with specific focus on whether
certain provisions should be accounted for at the
acquisition date or in the period subsequent to
acquisition.

We also assessed the adequacy of the Company’s
disclosure around the acquisition as included in 5.3
Business combinations.

We have gained an understanding of the terminal dues
and its revenue related accruals process, performed
walkthroughsoftherevenueclassesoftransactionsand
evaluated the design in this area.

We performed detailed analytical procedures on the
terminal due positions, which included inquiry of
management of the Company on the development of
the postal volume and took in consideration external
reports provided by other postal services, as defined
in the Universal Postal Service obligations, on postal
volume delivered to PostNL as well as the status of the
negotiations. We performed test of details procedures
onthe contractualagreementsonthevolumeandprice
developments, which includes back testing of previous
estimates. We performed detailed procedures to
determine the correctness of adjustments by
substantiating the balances by agreeing the amounts
to supporting documentation.

We also assessed the appropriateness of the
Company’s accounting policies in relation to revenue
related accruals and the adequacy of the Company's
related disclosures as included in note 3.1.4 of the
consolidated primary statements.

Other information

We also assessed the appropriateness
of the Company’s accounting policies
inrelation to revenue related accruals
and the adequacy of the Company's
related disclosures as included in note
3.1.4 of the consolidated primary
statements.
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Other information

At 31 December 2019 the value of Mail
investments, as included in the
corporate primary statements,
amounted up to €2,783 million. At each
balance sheet date, the Company
reviews whether there is an indication
thatits Mailinvestmentsareimpaired or
whether there are indicators that a
previously recognized impairment may
no longer exist or may have decreased.

Auditing the calculation of the
recoverable amount is complex, given
the significant judgment related to
assumptions and data in the model
usedtodetermine whetherthe carrying
value of goodwill is appropriate and
the sensitivity to fluctuationsin
assumptions. Significant assumptions
used in the model to support the
recoverable amount of Mail
investments are the discount rate and

operating income.

The assumptions, sensitivities and
results of the tests performed are
disclosed in note 6.4.1 of the corporate
primary statements. In addition, the
general accounting policy around
impairment is disclosed in note 1.3 and
5.4 of the consolidated primary
statements.

We have gained an understanding of the Mail
investments impairment testing process, performed a
walkthrough of the impairment analysis process (e.g.
controls over the data and assumptions used in the
analysis such as the discount rate and operating
income) and evaluated the control design in this area.

Our EY valuation specialists assisted us with our audit
of PostNL's annual impairment analysis. We reviewed
the valuation model to assure that the methodology

used is in line with IAS 36 Impairment of assets.

We validated that the projected financial information
used in the analysis was derived from PostNL's most
recent strategic plan and long-term forecast as
approved by the Board of Management and
Supervisory Board and have evaluated the historical
accuracy of management'’s assessment by comparing
the historical actual results to the forecasts used.

We challenged the assumptions used by the Company
in their valuation model by comparing to external
information such as discount rates and implied growth

rates driving operating income.

We confirmed that the cash flow projections are
appropriate and consistent with the information
approved by Board of Management and the
Supervisory Boardandwe reconciledthe carrying value

to financial information from the accounting system.

In addition, we have assessed and challenged the
sensitivity analysis as performed by the Companuy. In
the sensitivity analysis for Mail investments the
Company stress tested the key assumptions discount
rate and operating income to calculate the impact of a
change in assumption.

We also assessed the adequacy of the Company’s
disclosuresaroundMailinvestmentsasincludedinnote
6.4.1 of the corporate primary statements.

The Report of the Board of Management

The Remuneration report

Other information as required by Part 9 of Book 2 of the Dutch Civil Code
Report of the Supervisory Board and Non-financial statements

We consider management's
assumptions to be within the
acceptable range and we assessed that
the disclosures for Mailinvestments are

appropriate.

The Company impaired €409 million in
2019. We agree with management's
conclusion.

In addition to the financial statements and our auditor’s report thereon, the annual report contains other information that consists of:

PostNL Annual Report 2019



Other information

Based on the following procedures performed, we conclude that the other information:

« Is consistent with the financial statements and does not contain material misstatements
» Contains the information as required by Part 9 of Book 2 and Section 2:135b of the Dutch Civil Code

We have read the other information. Based on our knowledge and understanding obtained through our audit of the financial statements
or otherwise, we have considered whether the other information contains material misstatements. By performing these procedures, we
comply with the requirements of Part 9 of Book 2 and Section 2:135b sub-Section 7 of the Dutch Civil Code and the Dutch Standard 720.
The scope of the procedures performed is substantially less than the scope of those performed in our audit of the financial statements.

Management is responsible for the preparation of the other information, including the Report of the Management Board in accordance
with Part 9 of Book 2 of the Dutch Civil Code, other information required by Part 9 of Book 2 of the Dutch Civil Code and the Remuneration
report in accordance with Section 2:135b of the Dutch Civil Code.

Report on other legal and regulatory requirements

Engagement

Following the appointment by the annual general meeting of shareholders on 14 April 2015, we were engaged by the Supervisory Board
on 11 January 2016 as auditor of PostNL N.V,, as of the audit for the year 2016 and have operated as statutory auditor since that date. We
were re-appointed in the annual general meeting of shareholders on 16 April 2019.

No prohibited non-audit services
We have not provided prohibited non-audit services as referred to in Article 5(1) of the EU Regulation on specific requirements regarding
statutory audit of public-interest entities.

Description of responsibilities for the financial statements

Responsibilities of Board of Management and the Supervisory Board for the financial statements

The Board of Management s responsible for the preparation and fair presentation of the financial statements in accordance with EU-IFRS
and Part 9 of Book 2 of the Dutch Civil Code. Furthermore, the Board of Management is responsible for such internal control as the Board
of Management determines is necessary to enable the preparation of the financial statements that are free from material misstatement,
whether due to fraud or error.

As part of the preparation of the financial statements, the Board of Management is responsible for assessing the Company's ability to
continue as a going concern. Based on the financial reporting frameworks mentioned, the Board of Management should prepare the
financial statementsusing the going concernbasis ofaccountingunless the Board of Management eitherintends toliquidate the Company
or to cease operations, or has no realistic alternative but to do so. The Board of Management should disclose events and circumstances
that may cast significant doubt on the Company’s ability to continue as a going concern in the financial statements.

The Supervisory Board is responsible for overseeing the Company's financial reporting process.
Our responsibilities for the audit of the financial statements
Our objective is to plan and perform the audit engagement in a manner that allows us to obtain sufficient and appropriate audit evidence

for our opinion.

Our audit has been performed with a high, but not absolute, level of assurance, which means we may not detect all material errors and
fraud during our audit.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be

expectedtoinfluence the economic decisions of users taken on the basis of these financial statements. The materiality affects the nature,
timing and extent of our audit procedures and the evaluation of the effect of identified misstatements on our opinion.
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Other information

We have exercised professional judgment and have maintained professional skepticism throughout the audit, in accordance with Dutch
Standards on Auditing, ethical requirements and independence requirements. The Our audit approach section above includes an
informative summary of our responsibilities and the work performed as the basis for our opinion.

Communication
We communicate with the Supervisory Board regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant findings in internal control that we identify during our audit.

In this respect we also submit an additional report to the Supervisory Board in accordance with Article 11 of the EU Regulation on specific
requirements regarding statutory audit of public-interest entities. The information included in this additional report is consistent with our
audit opinion in this auditor’s report.

We provide the Supervisory Board with a statement that we have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with the Supervisory Board, we determine the key audit matters: those matters that were of most
significance in the audit of the financial statements. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, not communicating the matter is in the public interest.
Amsterdam, 24 February 2020

Ernst & Young Accountants LLP

S.D.J. Overbeek-Goeseije
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Non-financial performance indicators

2019
Key performance indicators
Share of highly satisfied customers 2.1 not reported 38% 41% 30% 27%
Share of satisfied customers 2.1 84% 86% 85% 82% 80%
Share of e-commerce revenue 2.2 not reported 40% 44% 48% 52%
Delivery quality Mail in the Netherlands
(preliminary) 23 96% 96% 95% 95% 94%
Other performance indicators
Reputation score (ona0-100 scale) 24 67.7 67.8 69.7 67.7 67.1
IS0 9001 certification (percentage of total
FTE working in certified sites) 2.5 96% 100% 100% 100% 100%
2019
Key performance indicators
Share of engaged employees 31 64% 68% 67% 65% 65%
Share of employees expected to stay 31 86% 88% 86% 88% 88%
2 14 Other performance indicators
Headcount (scope of non-financial
reporting) 3.2 43,248 41,497 38,965 37,785 35,721
FTE (scope of non-financial reporting) 3.2 20,372 20,730 20,791 20,421 20,528
Share of females in management positions 3.3 25% 24% 21% 21% 22%
Share of females in senior management
positions 33 not reported not reported not reported 25% 27%
Training hours per FTE 34 22 17 17 22 26
Fatal accidents 35 3 1 1 2 3
Recordable accidents (per 100 FTE) 35 not reported not reported not reported 4.7 4.2
Absenteeism (share of total working days) 3.5 5.0% 5.0% 5.2% 5.9% 5.4%
ISO 18001 certification (percentage of total
FTE working in certified sites) 35 94% 100% 100% 100% 100%
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Key performance indicators

CO, efficiency (relative reduction of scope 1
and 2 emissions per km compared to 2017)
Share of emission-free delivery of mail and

parcels in the last-mile

Other performance indicators

Energy consumption (total scope 1and 2in
)

Energy efficiency buildings (TJ / 1000 m,)
Energy efficiency transport (TJ / million km)

Scope 1 GHG emissions (gross in ktCO,e)
Scope 2 GHG emissions (gross in ktCO,e)
Scope 3 GHG emissions (gross in ktCO,e)
Total GHG emissions (gross in ktCO,e)

NO, emissions (scope 1inkg)
NO, emissions (scope 1 in g/km)
PM,, emissions (scope 1inkg)
PM,, emissions (scope 1in g/km)

Share of vehicles complying with Euro 6
Share of vehicles complying with Euro 5

ISO 14001 certification (percentage of total
FTE working in certified sites)

4.1

4.1

4.2
4.3
4.3

44
44
44
4.4

4.5
4.5
4.5
4.5

4.5
4.5

4.6

not reported

not reported

907
0.53
53

40

256
301

42,692
0.55
685
0.01

8%
92%

95%

not reported

not reported

925
0.56
53

41

220
265

39,420
0.50
615
0.01

19%
81%

100%

base year (0%)

not reported

893
0.51
53

36

211
247

37,668
0.46
628
0.01

48%
52%

100%

(2%)

17%

949
0.59
55

37

194
231

35,935
043
651
0.01

76%
24%

100%

Non-financial performance indicators

2019

(8%)

19%

932
0.47
5.6

40

187
227

39,282
0.42
734
0.01

80%
20%

100%
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Section 1: Basis of preparation

1.1 Reporting principles

Long-term value creation requires companies to steer both on the financial and non-financial aspects of business. Certain non-financial
aspects contribute directly orindirectlyto financial performance, and often have a greaterimpact overthe mediumtolong term. At PostNL,
we believe that an integrated approach towards performance management is key to ensuring the company creates stakeholder value
in the long run.

Integrated Reporting as guidance

The Integrated Reporting framework of the International Integrated Reporting Council (IIRC) provides guidance on how companies should
communicate about value creation. PostNL used the guiding principles and main content elements of the framework as a basis for this
Annual Report. PostNL aims to further develop its corporate reporting communication about long-term value creation.

Sustainability Reporting Standards applied

PostNLpreparedthe non-financialinformationinthis AnnualReportinaccordance withthe core option ofthe 2016 Sustainability Reporting
Standards of the Global Reporting Initiative (GRI). The GRI standards provide relevant and clear requirements for sustainability reporting
on economic, social and environmental aspects, while allowing for company-specific aspects to be reported. PostNL decided to report
in accordance with the core option of GRI because not all specific disclosures on material GRI topics, which are reporting requirements
in the comprehensive option, are relevant for the company.

In addition to the GRI requirements, we apply supplemental reporting criteria specific to PostNL for reporting elements which are not
covered by GRI. This includes specific reporting definitions as presented in the Appendix 'Glossary and definitions'.

Commitment to UN Global Compact

As a UN Global Compact signatory since 2012, PostNL reports annually through an online submission its progress of implementing the
ten UN Global Compact principles. These are related to human rights, labour, environment and anti-corruption. The Appendix 'UN Global
Compact reference table' provides an overview of the ten principles and references to the descriptions of progress on those principles in
this Annual Report.

Contributing to the SDGs

Until now, we have focused on our long-term impact on SDG 8 (Decent work and economic growth) and SDG 13 (Climate action) and we
concentrated our actions on making progress across our own operations. In 2019, we reviewed our SDG focus by carrying out an SDG
impact analysis . We evaluated our impact based on a mapping between relevant topics for PostNL (see Materiality matrix) and the SDGs
on a subtarget level. We validated the results during our stakeholder dialogue event and also compared the results with SDG trends in our
sector. We learned that stakeholders expect us to look beyond our direct operations and pro-actively collaborate on our SDGs along the
value chain.

Therefore,we decided toadd two SDGsto ourlong-term priorities: SDG 9 (Industry, innovation and infrastructure) and SDG 12 (Responsible
production and consumption). We also take action on other SDGs as part of our business model. Because all 17 SDGs are interrelated,
the impact we make by focusing on the four SDGs relevant for PostNL also impacts the other SDGs.

DECENT WORK AND INDUSTRY, INNOVATION 12 RESPONSIBLE ‘I 3 CLIMATE
ECONOMIC GROWTH AND INFRASTRUCTURE CONSUMPTION ACTION
AND PRODUCTION

Based on our SDG impact analysis, we assessed the long-term impact of our relevant topics in relation to our four priority SDGs. We
distinguish our impact between doing good (improving our positive impact) and avoiding harm (mitigating negative impact). For each
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Basis of preparation

SDG, we mapped the relevant PostNL topics to the related SDG sub goals to provide insight into where our contribution to the SDGs is to
do good and where to avoid harm. The SDGs and sub goals (or sub targets as defined by the UN) are described qualitatively. We link the
SDGs to our strategy through our key material topics and other relevant topics from our Materiality matrix. We defined performance

indicators on all our key material topics.

SDG 8 Decent work and economic growth

Engaged people

Labour conditions

Diversity and inclusion

Health and safety

E-commerce growth

Managing declining mail volumes
Product and process innovation
Digitalisation

8.5 Sustainable employability

N/A

8.5 Inclusive workforce

N/A

8.1 Contribute to sector growth

N/A

8.2 Higher levels of economic productivity
8.2 Higher levels of economic productivity

8.8 Provide favourable working conditions
8.8 Protecting Human Rights

8.5 Reduce inequalities

8.8 Prevent accidents and sickness

N/A

8.1 Response to market decline

N/A

8.2 Fullemployment

SDG 9 Industry, innovation and infrastructure

Accessible, reliable and affordable postal
services

Sustainable city logistics

9.1 Accessible, reliable and affordable mail

9.4 Upgrade infrastructure, clean and
environmentally sound technologies and processes

N/A

N/A

SDG 12 Sustainable production and consumption

Responsible supply chain
Provide real-time information

Air pollution

Circular economy

12.7 Promote sustainable supply chain
12.6 Integrate sustainability in reporting cycle
N/A

12.7 Collaborate with partners to promote a more
sustainable supply chain

12.7 Avoid non-compliance in procurement practices
12.6 Avoid cherry picking, ensure completeness
12.4/12.5 significantly reduce waste to air, soil and
water to minimise adverse impacts on humans and
environment

12.2 Sustainable and efficient use of natural resources

SDG 13 Climate action

Emission-free delivery

Energy and GHG efficiency

13.2Improve educationandawarenessabout climate
change adaptation, mitigation and impact reduction
N/A

13.2 Reduce impact on climate change by
implementing measures
13.2 Reduce impact on climate change by

implementing measures

As alarge listed company in the Netherlands, PostNL has to comply with the EU directive on non-financial information (2014/95/EU).
PostNLisrequiredtoreportaboutnon-financialinformationinrelationto environmental, socialand personnel matters, inrespect ofhuman
rights and combatting bribery and corruption. The mandatory disclosures include:

« Policies and results thereof;

» Mainrisks and how these are managed;
« Performance indicators, to the extent that these elements exist within PostNL.

PostNL Annual Report 2019

217



218

Basis of preparation

PostNLusesthe Greenhouse Gas (GHG) Protocoltoreportits greenhouse gasemissions. The production of directandindirect CO,emissions
represents the main GHG of PostNL. We also take other GHG emissions into account, such as CH, and N,O, and report our climate change

impact in CO, equivalents.

PostNL recognises that climate change events can have an impact on our company and business. For many years, PostNL has included
the reduction of GHG emissions in its strategy. Since 2018, we have externally disclosed that we are aligning our climate action approach
to TCFD. In 2019, we further developed our long-term roadmap towards reducing our environmental impact in the next decade. We

addressed all four TCFD reporting recommendation elements throughout this report.

TCFD reporting recommendation

* Governance « Board oversight
« Role of management
o Strategy « Risks and opportunities
« Impact of risks and opportunities
« Resilience of the organisation
* Risk Management o Processes for identifying and assessing risks
* Processes for managing risks
« Integration into overall risk management
e Targets e Metrics used to assess
+ GHG Emissions
e Targets

Chapter 'Corporate governance'

Chapter 'Risk Management'
Chapter 'Our strategy'

Chapter 'Risk Management'

Chapter 'Environmental value'

Chapter 'Non-financial statements', section
‘Environmental value performance indicators'
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The GRIstandards providedastructuredapproachto prepare the non-financialinformationinthis report. Thisincludes universal disclosures
and topic-specific disclosures. The universal disclosures consist of three key elements:

a. Foundations: Defining report content & quality, requirements for preparing a report in accordance with GRY;

b. Generalstandarddisclosures: Contextual information about PostNL, its strategy and governance and non-financial reporting practices;
and;

c. Management approach: Information on how PostNL manages its key material topics.

PostNL uses the topic-specific disclosures to describe the company’s impact related to each key material topic, expressed in key
performance indicators.

In addition, PostNL has also taken into account two important elements in relation to value creation as described by the IIRC:

» Strategic focus / future orientation: Information about the strategy and ability to create short-, medium- and long-term value and
the ability to the use of and effect on the relevant capitals;

« Connectivity: Show a holistic picture of the combination, interrelatedness and dependencies between the factors that affect the
organisation’s ability to create value over time..

The GRI Content Index table in the Appendix 'GRI Content index' provides references to sections with specific information in relation to
the GRI requirements in this report.

We follow the reporting foundations in line with the GRI standards. This includes engagement with stakeholders, putting sustainability
datain context, assessing material topics and ensuring information in the report is complete.

PostNL's main stakeholder groups, and why these groups are relevant to us, are outlined in the chapter 'Our operating context'. We interact
with a variety of stakeholders on a regular basis to understand their expectations, needs and interests. In addition to our day-to-day
engagement,wealsoengage withthemthroughastakeholderdialogue event.In2019thiseventwasheldon 3 October,wherewe discussed
avariety of topics, including our sustainability approach, relevant SDGs and priorities, "responsible production and consumption” and
"diversity and inclusion". We discussed both short and long-term impact of relevant topics. Additionally, we use a materiality assessment
toidentify those topics that have the greatest influence on stakeholders' decisions, and which require management's strategic attention.
In 2019, we also obtained input from representatives on our stakeholder dialogue event on our material topics, which we considered in
updating our materiality matrix.

The following table details the topics of interest and the means of engagement with each stakeholder group.
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Stakeholder engagement

Customers

Our people

Investors

Government bodies

Opinion leaders and
society

Business partners

Business customers
Consumers

Employees, directly and
via works council

Trade unions

People employed by
contracted parties
Independent parcel
deliverers

Shareholders

Banks

Financial analysts

Federal government
Local governments
Regulators

Media

Academic and research
institutions

NGO's

Local communities
Suppliers

Retail shops

Branch organisations

High quality logistic .
services .
Innovative solutions .
Convenient receiving .
options

Accessible and reliable

services

Safe and secure work .
environment .
Favourable working .
conditions .
Development .
opportunities .

Sustainable employability
Financial performance e
and position o
Short-andlong-termvalue
creation

Investment propositions
Market developments .

City logistics .
Compliance with .
regulations

Market trends .
Business events .
Environmental issues .

Social and societal issues

Collaboration .
Procurement practices e

Business ethics .

Daily contact about services
Bi-annual customer satisfaction survey
Customer events and knowledge sessions

Annual stakeholder dialogue

Daily contact about day-to-day work

Regular team meetings and round table discussions
Regular contact with trade unions and work councils
Annual employee engagement surveys

Annual survey satisfaction delivery partners at Parcels
Annual stakeholder dialogue

Meetings and conference calls with analysts and shareholders
Quarterly results and presentations

Round tables and meetings with (local) governments
Meetings and formal communication with regulators
Annual stakeholder dialogue

Ad hoc communication about events

Collaboration onresearch projects

Annual discussion at shareholders meeting with NGO
representatives

Annual stakeholder dialogue

Ad hoc collaboration through projects

Tender processes

Periodic contract negotiations and supplier evaluations
Ad hoc engagement on ethical topics

Annual stakeholder dialogue

Understanding the expectations of stakeholders helps PostNL to allocate resources effectively on relevant topics while focusing on adding
short-, medium- and long-term value.

Performance databecomesinformation onlywhen putinto context, whichisanimportant principle we apply to our non-financial reporting.
Our performance is influenced by our strategic actions and external circumstances, which could be sector or location specific and based
onrelevanttrendsand common goals, such as the SDGs. PostNL provides context toits performance on key material topics in the Business

Report of this report.

PostNL interacts with its stakeholders on a great variety of relevant but different topics. Selecting the key material topics that drive our
long-term value creation is required to bring focus to the Annual Report. This materiality concept is similar to financial reporting and is
applied by evaluating the extent to which a topic influences stakeholders' decisions and the significance of PostNL's impact on its

environment, including stakeholders.
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Identification of topics
PostNL used the following sources to prepare a long list of topics as a first step in the assessment:

« Desktop research including:
« Peerreview
* Market trends
« Topics evaluated in prior years, through our Annual Reports
« Interests of benchmarks and guidelines (such as DJSI, CDP, GRI)
» Mediasearch
o Long-termimpact related to the SDGs
« Stakeholder dialogue on 3 October 2018;
« Interviews with (senior) management representing certain stakeholder groups with whom they have regular contact.

Selecting key material topics
Based on the long list of topics from different inputs, we clustered topics based on their nature as a first step in the selection process.
The prioritisation of topics was performed based on the following process:

a. Using the results of the extensive materiality assessment of 2018 as a basis;

b. Updating the wording of topics to report on more specific topics;

¢. Updating the prioritisation of topics in the materiality matrix by the Annual Report project team. This was based on developments
within PostNL and its operating environment and the relative importance of different stakeholders;

d. Discuss the prioritisation of topics through interviews with (senior) management representing relevant stakeholder groups and those
responsible for PostNL's strategic plans;

e. Validate the materiality matrix with the Executive Committee which includes approval of PostNL's Board of Management.

List of topics and relation to value creation
PostNL mapped its material topics to the five different domains of value creation . These topics are the starting point of our value creation
model, which can be found in the chapter 'How we create value'.

The final element of the report foundations relate to completeness of topics, clear boundaries and coverage of the topics over time, to
sufficiently reflect the significance of PostNL's impact.

Through the materiality assessment, PostNL selected, to the best of its knowledge, all relevant topics to include in this report. For each
topic included in the non-financial disclosures, PostNL identified the topic boundaries where PostNL's impacts occur and how PostNL is
involved in these impacts.

For all key material topics, the main impact of PostNLs activities occur in the Benelux, with the exception of environmental impact, where
the mainimpact is outside the Benelux due to air transport of mail and parcels. For all key material topics, PostNL influences the impact
byitsdirectactivities. Forthekey materialtopics'Customerexperience','Emission-free delivery'and'Sustainable citylogistics', thisinfluence
is also impacted by indirect activities, mainly through activities carried out by others working for PostNL.
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PostNL applied high quality standards when preparing the non-financial information in this Annual Report. This means that the company
ensures that the information this report provides is:

« Accurate: Precise and with sufficient level of detail

« Balanced: Reflects both positive and negative aspects of performance
« Clear: Understandable and accessible for stakeholders

» Comparable: Consistent and allows for comparability over time

« Reliable: Auditable

« Timely: Allow stakeholders to make informed decisions.

PostNL has aligned the scope of reporting non-financial information with financial information. On certain areas the non-financial
information scope differs from the financial reporting scope.

We do not include information about joint ventures in the scope of non-financial information. New entities acquired during the reporting
year will be included in the first reporting year in which the entity was part of PostNL the entire year. When we divest entities during the
year,orwhenwe classify entities as discontinued in our financial reporting, we exclude the non-financial information from the performance
datain the report. For material and available information we will report the relevant non-financial performance information separately
in this chapter of the report. In case of mergers, we evalued appropriate scoping on a case-by-case basis.

In line with our scoping policy, the 2019 non-financial performance statements are prepared excluding information from Sandd, as we do
not have information about non-financialinformationin accordance with definitions we setin our reporting policies. Because the activities
of Sandd will be fully integrated into our own operations, the information related to former Sandd activities will automatically be included
in the non-financial reporting as of 2020.

The primary focus in our non-financial reporting is on our own direct operations. For certain information, we extend our reporting to
performance of relevant parties in our value chain. Examples include information about fatal accidents where delivery partners of PostNL
may be involved in. But also the CO, emissions and kilometres of our transport partners, both in the Benelux and beyond including truck,
airandboat transport. We include all emissions for transport directly arranged by PostNL. This excludes first- and last-mile transport where
PostNL is not involved in organising the logistics.

PostNL strives to report the non-financial information as accurate and complete as possible. Due to inherent limitations in relation to
the uncertainty of measurement equipment and/or availability of actual data, we use estimates, assumptions and judgements in our
reporting. Estimates, assumptionsandjudgementsarebased onhistoricalexperience and otherfactors, including reasonable expectations
under given circumstances.

For certaininformation, suchasaccidents, itis difficult to determine reasonable expectations. We partly depend on the reporting discipline
of our people for accidents occurred during the year. Despite all measures PostNL implemented, including an open safety culture, the
inherent risk of incomplete accident reporting remains.

Emissions reporting provides inherent limitations to the accuracy of information. The main reason is the unavailability of data from
contractedpartiesbyPostNLabout theirfactualtransportkilometres,energyconsumptionand CO,emissions. Actualemissionsmonitoring
isnot common and therefore conversion factors published by externalinstitutes are used. PostNL used the following significant estimates
toreport its emissions:
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Fuel consumption and kilometres of contracted partners

For the contracted partners in the Netherlands we calculate the fuel consumption using planned kilometres by vans from our operational
systems and the average fuel consumption of our own fleet. In order to make conservative estimations, we assume all delivery partner use
dieselvansin case we have noinsightin the vehicles used. In 2019, we started to register information of vehicles used by delivery partners
to obtain better insights in the vehicle mix. For the networks we have this mix available, we use it to estimate the fuel consumption per fuel
type. Contrary to our own fleet,we do not know the exact kilometres driven by delivery partners. Therefore, we use planned kilometres
from our operational systems in our estimation.

Kilometres transported by foot or bike to deliver mail in the Netherlands

We use several sources to calculate the amount of kilometres transported to deliver mail by foot or bike. All kilometres can be accurately
determined based on actual data, except for two parts of the routes. For so-called sub-routes (between street and mailbox) we calculate
thetransportedkilometres based on the estimated hitrate percentage of addresses that receive mail,and the estimated distance between
the street and mailbox for every individual address. This is because not every household receives mail on a daily basis. The other estimate
we use is related to part of the kilometres driven by e-bikes. Mail deliverers may charge these bikes either at home or at a PostNL location.
We estimate thekilometrestoreturnthebiketoaPostNLlocationbased onshare of routesbased onanassumedshare of applicableroutes.

Fuel consumption for international commercial linehaul activities

For both trucks and air freight, PostNL calculates the tonne-kilometres carried based on the distance travelled (between the Netherlands
and the hub of the destination) and the actual weight of the mail and parcels transported. For trucks, PostNL uses publicly available route
planninginformation,andforairtravel PostNLuses publiclyavailableinformation (Great Circle Mapper) to calculate the greatcircle distance
between airports.

Energy consumption, CO,, NO, and PM,, emissions
We use standard publicly available Dutch conversion factors to convert activity data from buildings and vehicles to energy consumption
in Terra Joules (TJ).

To calculate CO, emissions of our total own operations and of subcontracted operations to our delivery partners in the Benelux, we use
different external sources in order to estimate the emissions as accurately as possible.

PostNL uses the tank-to-wheel (TTW) conversion factors from activity data to CO, emissions published by the UK government department
for environment, food and rural affairs (DEFRA) as a basis. These factors are based on the annual submission of the GHG inventory for
the UK to the United Nations Framework Convention of Climate Change (UNFCCC) which is prepared in accordance with the guidelines
of the Intergovernmental Panel on Climate Change (IPCC). The conversion factors of electricity use outside the UK are not provided by
DEFRA, therefore PostNL uses the factors published by the International Energy Agency (IEA), an autonomous body in the framework
of the Organisation for Economic Co-operation and Development (OECD). For the emissions of the discontinued operations in Germany
and Italy, we calculate the emissions based on a combined average CO, per euro revenue of Deutsche Post DHL and Royal Mail using data
from their latest published Annual Reports.

The emissionsof NO,and PM,, are not directly related to the usage of combustion fuels, but depend mainly on the efficiency of the engines
of vehicles. The actual emissions of NO, and PM,, are not measured, therefore we use the maximum allowed emissions for the various
Europeanemission standards of vehicles we use (Euro4, Euro 5 or Euro 6) in grams perkilometre. By using the maximum allowed emissions,
PostNL reports the NO, and PM,, emissions conservatively.

Customer satisfaction, employee engagement, brand reputation and delivery quality are indicators measured on sample basis. PostNL
aims to report performance data that provides a representative view of the population from which the sample is taken. To achieve this
representativeness, PostNL ensures the sample sizes are statistically sufficient and include all different sub populations to justify our
assumption that the result of the measurement represents the view of the entire population for the indicators mentioned.
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Basis of preparation

Developments in business, reporting requirements and methodology improvements influence the way PostNL measures, calculates and
reports its performance data. Whenever PostNL updates its reporting scope or reporting methods, we also revise prior years’ data to keep
the performance data comparable over time.

During 2019, we have further improved our non-financial reporting processes and systems. This has resulted in the availability of more
accurate data, which helped us in reporting certain information with higher accuracy. Within our social value domain, we improved our
reporting on new hires and employee turnover. We were able to calculate these numbers more accurately, resulting in lower percentages
accross the board in our comparative figures. The table below details the data revisions for employee new hires and turnover.

Effect of data revisions in comparative figures in Social value
2015-2018, as indicated

New hires

Male (share of total headcount) before data revision 30% 31% 32% 42%
Female (share of total headcount) before data revision 35% 34% 35% 37%
Total (share of total headcount) before data revision 32% 32% 33% 40%
Male (share of total headcount) after data revision 28% 27% 27% 31%
Female (share of total headcount) after data revision 35% 31% 31% 27%
Total (share of total headcount) after data revision 31% 29% 29% 29%
Turnover

Male (share of total headcount) before data revision 40% 36% 40% 43%
Female (share of total headcount) before data revision 39% 36% 39% 43%
Total (share of total headcount) before data revision 39% 36% 40% 43%
Male (share of total headcount) after data revision 38% 33% 34% 32%
Female (share of total headcount) after data revision 38% 34% 36% 32%
Total (share of total headcount) after data revision 38% 33% 35% 32%

For the development of our plan towards our long-term science-based CO, emission reduction targets, we obtained more accurate data
of transport activities and vehicle mix of our subcontractors used by our smaller networks. Based on this information we were able to
estimate the CO, emissions more precisely compared to prior years. This resulted in more CO, emissions per kilometre as basis for our
estimation for these networks than our previous assumptions, and thus a increase in our scope 3 GHG emissions from subcontractors.

Effect of data revisions in comparative figures in Environmental value
2015-2018, in kilotonnes CO,e

Scope 3 GHG emissions
Independent parcel deliverers and other subcontractors before data

revision 224 194 166 154
Independent parcel deliverers and other subcontractors after data
revision 248 215 187 169

PostNLusesformalisedprocessestorecord,validateandconsolidateinformationinordertoreportnon-financial performance data. PostNL
integrated non-financials in the regular planning and control cycle, including budgeting, target setting and periodic performance
monitoring. We collect and report non-financial performance data on selected key performance indicators on a monthly basis. Other
indicators are reported biannually or annually depending on the nature of the indicators.
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Basis of preparation

Similar to financial reporting, all reporting entities are responsible for their non-financial performance data and implement actions to steer
on results. Although the majority of non-financial information is recorded in central PostNL systems, for several entities and indicators
other systems are used. For our consolidation processes, we use an IT system covering both financial and non-financial data. For some
performance indicators, such as employee engagement and loyalty, the data is prepared and collected centrally. We strive to report non-
financial performance data based on actuals as much as possible. We focus on our key performance indicators. On other performance
indicators, we may use extrapolation of results of big entities to determine the performance of smaller entities. This reduces the
administrative tasks for smaller entities. We only use this method in cases where the extrapolations are reasonably predictable. In our data
coverage table in Appendix 2 we provide insight into the information reported based on extrapolation.

Inorderto ensure that the data reported by different entities is consistent and of high quality, PostNL developed company-wide reporting
definitions for each performance indicator. In addition, we implemented formal quality controls related to the reported data in the system
for both the data owners (first line of defence) and control department (second line of defence). This includes decentral and central
analytical procedures to evaluate the accuracy and completeness of reported data, as well as seeking explanations for unexpected trends
in performance. PostNL uses its controls in a company-wide financial and non-financial internal control framework.

Performance of discontinued operations

2018,2019
2019*

Social value
Headcount 4,906 4,744
FTE 4,255 4,224
Fatal accidents 0 0
Recordable accidents (per 100 FTE) 5.5 8.5
Absenteeism (share of total working days) 6.8% 6.9% 2 2 5
Environmental value
Scope 1 GHG emissions (gross in ktCO,e)
Scope 2 GHG emissions (gross in ktCO,e) 0 0
Scope 3 GHG emissions (gross in ktCO,e) 37 29
Total GHG emissions (gross in ktCO,e) 40 32

1 For Postcon, we only report the first ten months of 2019.

Similar to last year, we include non-financial information in relation to operations within Postcon and Nexive, which are classified as
discontinued. Wereportonthenon-financialinformationreportedbythese entitiesduring 2019. Asshowninthe tableabove, therecordable
accident frequencyrateis higher than for our continued operations. This is partly explained by local requirements onrecordable accidents
in Germany and with a history of relative high numbers of recordable accidents in Italy. Absenteeism is comparable with prior years but
higher than our continued operations. Uncertainty about the future of the companies due to the long divestment processes may have
influenced these results.

The decrease in scope 3 emissions is mainly related to the fact that for Postcon we only report until October.

Some statements in this Annual Report are 'forward-looking statements'. By their nature, 'forward-looking statements' involve risk and
uncertainty because they relate to and depend on circumstances that occur in the future. These statements involve known and unknown
risks, uncertainties and other factors that are beyond PostNL's control and impossible to predict and may cause actual results to differ
materially from any future results expressed or implied. They are based on current expectations, estimates, forecasts, analyses and
projections about the industries in which PostNL operates and PostNL management’s beliefs and assumptions about future events.

Undue reliance cannot be placed on these 'forward-looking statements' by readers of this report. These statements only speak as of the
date of this Annual Report and are neither predictions nor guarantees of future events or circumstances. PostNL does not undertake any
obligation to release publicly any revisions to these statements to reflect events or circumstances after the date of this Annual Report or
toreflect the occurrence of unanticipated events, except as may be required under applicable securities laws.

PostNL Annual Report 2019



Basis of preparation

PostNLs Internal Audit department includes select non-financial information and related controls in the scope of their work. In addition
tothe internal controls and internal audit, PostNL engaged EY as our independent external auditor for our financial statements to provide
reasonable assurance on the non-financial information in this Annual Report.

The scope of EY’s assurance includes the non-financial information in the following sections of this Annual Report:

» Introduction

« Business report (excluding the chapter 'Financial value')
» Non-financial performance statements (excluding Assurance report of the independent auditor).
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Basis of preparation

Our assessment of material topics is also based on dominant topics in guidelines and benchmarks, such as the GRI guidelines; the ten
principles of the UN Global Compact, with respect to human rights, labour, environment, and anti-corruption, which we support; and the
OECD guidelines. The following guidelines, benchmarks, and initiatives are particularly important for us.

Launched in 1999, the Dow Jones Sustainability Indices are the first global indices to track the financial

performance of the leading sustainability-driven companies worldwide. They provide asset managers and MEMBER OF

other stakeholders with reliable and objective benchmarks for managing sustainability portfolios. In 2019, we EOW J.Onebsfl. Indi
were given a Bronze Award within the DJSI and were ranked in the top-10 of the Transport and Transportation ustainabl Ity 2. ces
industry. For further information, see www.sustainability-index.com. In collaboration With . uewsmses
Carbon Disclosure Project (CDP) is a not-for-profit charity that runs the global disclosure system for investors,

companies, cities, states and regions to manage their environmental impacts. Over the past 15 years the “

organisation has created a system that has resulted in unparalleled engagement on environmental issues “‘ CD P
worldwide. In 2019 we were awarded a Level A" score by the CDP for our climate reporting, stabilising our DISCLOSURE INSIGHT ACTION

performance of 2018.

227

The Sustainable Development Goals (SDGs) are a collection of 17 global goals set by the United Nations.
The SDGs were established with the aim of ending poverty, protecting the planet and ensuring prosperity for
all. As part of our materiality analysis, we carried out desk research on the external environment, including on
the SDGs. We originally identified two SDGs that are most relevant for us: Decent work and economic growth,
and Climate action. In 2019 we added two additional SDGs to our long-term priorities: SDG 9 (industry,
innovation and infrastructure) and SDG 12 (Responsible production and consumption). In the chapter: How
we create value, we explain in more detail the steps we have taken to accomplish these goals.

The UN Global Compact is aninitiative to encourage businesses worldwide to adopt sustainable and socially
responsible policies, and to report on theirimplementation. The UN Global Compact is a principle-based
framework for businesses, stating ten principles in the areas of human rights, labour, the environment and
anti-corruption. Under the Global Compact, companies are brought together with UN agencies, labour groups

and civil society.

The GRIis a multi-stakeholder process and an independent institution whose mission is to develop and
disseminate globally-applicable sustainability reporting guidelines for voluntary use by organisations that
report on the economic, environmental and social dimensions of their business. The GRI incorporates
participation of business, accountancy, investment, environmental, human rights and research and labour

organisations from around the world. For more information, see www.globalreporting.org.
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Basis of preparation

The IPCis the leading service provider of the global postal industry that provides leadersihp by driving service
quality, interoperability and business-critical intelligence to support posts in defending existing business and International

expanding into new growth areas. Itis a cooperative association of 24 member postal operators in Asia-Pacific, Corporation

Europe and North America.

The Dutch Diversity Charter was launched in The Hague in July 2015, with 22 employers from the public and
private sector. The Diversity Charter is an essential part of the project Diversity at Work. Through this project
the Dutch Labour Foundation wants to support employers and employees in the public and private sector

intheir effortstoincrease diversity in theirbusinesses and work towards a more inclusive environment. PostNL

was one of the original signatories of the Charter.

We are active in the Talent to the Top Charter. The Charter was developed in 2008, in close consultation with
the business sector, public bodies and the Ministries of Economic Affairs and Education, Culture & Science.

The aimis to achieve a higher intake, promotion and retention of female talent in top jobs.
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BREEAM, Building Research Establishment Environmental Assessment Method, is a globally-recognised
method for assessing, rating and certifying the sustainability of buildings. The assessment covers a range of
environmental issues, including evaluating energy and water use, health and wellbeing, pollution, transport,
materials, waste, ecology and management processes. Buildings are rated and certified on a scale of 'Pass’,
'Good), 'Very Good', 'Excellent' and 'Outstanding’. We built our most recent parcel distribution and processing

centres in accordance with BREEAM 'Outstanding’.

Lean & Green is Europe’s leading programme for sustainable logistics. It stimulates organisations to achieve
ahigherlevel of sustainability, by taking measures that are not only cost efficient, but also focused onreducing
the environmentalimpact, resultinginamore efficientlogistical process. Lean & Greenis operated by Connekt,
an independent network for smart, sustainable and social mobility, and logistics. In 2019, we maintained our

Lean & Green second star for our Parcels segment.

EcoVadis provides holistic Corporate Social Responsibility (CSR) ratings service of companies, delivered via
a global cloud-based Saas platform. The EcoVadis Rating covers a broad range of non-financial management
systems including Environmental, Labor & Human Rights, Ethics and Sustainable Procurement impacts. Each
company is assessed on the material issues as they pertain to their company's size, location and industry.
These evidence-based assessments are refined into easy to read scorecards, providing zero to one hundred
(0-100) scores, and medals (bronze, silver, gold), when applicable. In 2019, we received a gold medal based

on the Ecovadis rating. For more information, see www.ecovadis.com.
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Section 2: Customer value performance indicators

Customer indicators

2015-2019
2019
Key performance indicators
Share of highly satisfied customers not reported 38% 41% 30% 27%
Share of satisfied customers 84% 86% 85% 82% 80%
Share of e-commerce related revenues not reported 40% 44% 48% 52%
Delivery quality Mail in the Netherlands (preliminary) 96% 96% 95% 95% 94%
Other performance indicators
Reputation score (ona0-100 scale) 67.7 67.8 69.7 67.7 67.1
IS0 9001 certification (percentage of total FTE working in
certified sites) 96% 100% 100% 100% 100%

We measure customer satisfaction twice a year through an online survey performed by an independent external research company. In
2019, we invited more than 70,000 customers, both business customers and consumers, to participate (2018: 69,000) and our response
rateincreasedto 9%. International customersare notincluded. In our survey, we ask our customers about their opinion onvarious elements
of our business. This includes but is not limited to the timeliness and quality of our delivery, our communication, the quality of our service
and help desks.

Where traditionally customers would only use mail or parcel services, the rise of omnichannel means that today’s customers use a range
of products and services across the entire company. During their customer journey, customers interact with us through multiple channels
and often switch between channels. For example, when receiving a parcel it is not uncommon for customers to use a combination of our
website, the PostNL app and our retail locations. This is why we are focusing on creating a unique and personalised customer experience
that provides them with a uniform and consistent experience, no matter how, where or when they interact with us. More information about
our developments and actions in relation to customer satisfaction is explained in the chapter 'Customer value'.

Inadditiontocustomersatisfaction,we alsomonitorourcorporatereputation. Theindependent ReputationInstitute calculatesthe RepTrak
pulse score for our Dutch operations, based on arepresentative sample of respondents from Dutch society. The score is determined based
onopinions of different stakeholders, including customers and employees. After increasing over four consecutive years, we noted a slight
decrease of ourreputation score over the last two years. Thisis mainly influenced by the drop in customer satisfaction and some difficulties
in always delivering what customers demand, especially in the first two quarters of 2019. With specific focus on customers and employees
in our strategy, we aim to strengthen our brand and our reputation going forward and saw good progress over the last half of 2019.

We measure the share of e-commerce related revenues from our total revenues to evaluate our progress on our transformation to become
thelogistics and postal solutions provider in the Benelux. We use the revenues from contracts with customers at Parcels as nominator in
our calculation. This is a simplified method to calculate our progress, which gives a conservative score on our performance as some of our
mail services are also related to e-commerce. Excluding these revenues in this metric, does not influence the overall view on our progress.
We also use different qualitative factors to evaluate the progress. More information about the developments in relation to our progress
can be found in the chapter 'Customer value'.
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2.3 Delivery quality Mail in the Netherlands

Under the USO, PostNL delivers mail posted in letterboxes across the country five days a week. For funeral mail this is six days a week.
The USO prescribes that 95% of this mail needs to be delivered by the next day. In 2019, we did not reach this 95% delivery target for the
full year. We experienced challenges in our mail delivery quality, mostly due to integrating part of the Sandd volumes in our own network
in the last quarter. Also, the tight labour market made it challenging to find enough qualified mail deliverers in certain areas in the
Netherlands. More information is provided in the chapter 'Customer value'.
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Section 3: Social value performance indicators

Employee engagement

2015-2019
2019
Share of engaged employees 64% 68% 67% 65% 65%
Share of employees expected to stay 86% 88% 86% 88% 88%

Until 2018 PostNL measured its company-wide employee engagement through an annual survey, and only included employees with a
PostNL labour agreement. In 2019, we changed our methodoloy and started to measure employee engagement with slightly different
questions and went from annual to bi-annual measurement. Both our employee engagement and employee loyalty remained stable at
65% and 88% respectively in 2019. More information on the scores from our updated method for 2019 can be found in the chapter 'Social
value'.

As culture-related questions form an integral part of our new employee engagement measurement, we stopped reporting on our culture
indexin 2019.

Foralarge group of hired people, namely deliverers working for delivery partners, we measure satisfaction annually through a collaboration
barometer. This Dutch survey provides valuable insights on where we can improve.

More information can be found in the chapter 'Social value'.

Workforce
2015-2019
2019
Headcount (scope of non-financial reporting) 43,248 41,497 38,965 37,785 35,721
FTE (scope of non-financial reporting) 20,372 20,730 20,791 20,421 20,528

The total workforce of PostNL decreased by 5.5%in 2019, while the number of FTEs remained stable. While headcount declines as a result
of developments at Mail in the Netherlands, we grew our employee base at Parcels. At Parcels, employees typically have contracts with
more working hours than those at Mail in the Netherlands, the implementation of the New mail route helped us to offer employees at Mail
in the Netherlands more hours in their contracts.

The figures in the tables in this paragraph exclude Sandd employees, in line with our non-financial reporting policy.

The share of female employees at year remained stable at 48%. Unrounded we saw a slight decrease. This was due to the fact that the
share of females in our new hires population was six percentage points lower than males (22% female and 28% male).

While the employee turnover rate remains higher than we would like tot see, we managed to improve slightly in 2019. We focused on
reducing the early turnover rates in our operations. Investments in onboarding and better coaching during the first period of employment,
aswellasthe larger contracts as result of the implementation of the New mail route helped to reduce the percentage of voluntary turnover
in 2019, which we achieved for the first time over the past five years.

Moreinformation about developmentsin our workforce and examples ofimprovementinitiatives can be foundinthe chapter 'Social value,
paragraph 'Managing personnel capacity'.
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Workforce by gender
2015 - 2019, as indicated
2019
Male 24,703 22,226 21,021 19,612 19,492
Female 21,810 21,022 20,476 19,353 18,293
Balance at 1 January 46,513 43,248 41,497 38,965 37,785
Male 6,961 6,079 5,694 6,037 5,359
Female 7,592 6,469 6,246 5,249 4,154
New hires 14,553 12,548 11,940 11,286 9,513
Male 9,449 7,256 7,160 6,321 6,226
Female 8,369 7,044 7,312 6,145 5,351
Turnover 17,818 14,299 14,472 12,466 11,577
Male 22,216 21,049 19,555 19,328 18,625
Female 21,032 20,448 19,410 18,457 17,096
Balance at 31 December 43,248 41,497 38,965 37,785 35,721
New hires
2015 - 2019, as indicated
2019
<30 years 6,473 5,108 5,251 5,509 4,550
2 3 2 30-50years 4,710 4,034 3,799 3,251 2,842
>50 years 3,370 3,407 2,890 2,527 2,120
Total by age group 14,553 12,548 11,940 11,286 9,513
Male (share of total headcount) 28% 27% 27% 31% 27%
Female (share of total headcount) 35% 31% 31% 27% 23%
Total (share of total headcount) 31% 29% 29% 29% 25%
Turnover
2015 - 2019, as indicated
2019
<30years 8,118 5,883 5,766 5,048 4,696
30-50years 5,026 4,278 4,432 3,806 3,417
>50 years 4,674 4,138 4,274 3,612 3,464
Total by age group 17,818 14,299 14,472 12,466 11,577
Male (share of total headcount) 38% 33% 34% 32% 32%
Female (share of total headcount) 38% 34% 36% 32% 29%
Total (share of total headcount) 38% 33% 35% 32% 31%
Total voluntary turnover 17% 17% 20% 20% 18%
Recruitment and career development
2015-2019
2019
Training hours per FTE 22 17 17 22 26
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During 2019, we saw a further increase in the number of training hours per FTE. Operational tranings form the bulk of all training hours
within PostNL. The relatively high rates of new employee hires, combined with more focus on adequate training for new joiners, resulted
in more training hours per FTE. In addition, the internal mobility numbers are increasing, such as employees at Mail in the Netherlands
moving to Parcels, which also requires additional training.

Diversity and inclusion

2015-2019
2019
Share of females in management positions 25% 24% 21% 21% 22%
Share of females in senior management positions not reported not reported not reported 25% 27%

The company-wide share of females in management positions grew by 1 percentage pointin 2019. To align our Annual Report with other
corporate external reporting, we decided to include the share of females in senior management, and provided comparative figures for
2018. The share of females in senior management positions increased by 2 percentage points, which is a result of the execution of our
diversity policy.

With 43% of positions held by females, gender diversity in our Executive Committee is relatively high. We have initiatives in place, such as
the Agora network and the Women Inclusion Network (WIN), to promote diversity in the workplace. In the management layer just below
executive level, we continue to focus on diversity, as we aim to see the share of females in management positions better reflect the share
of females in our workforce. We have specific programmes in the Netherlands that we commit to, for example to contribute to the Talent
to the Top Charter. More information can be found in the chapter 'Social value'.

Health and Safety
2015-2019

2019
Fatal accidents 3 1 1 2 3
Recordable accidents (per 100 FTE) not reported not reported not reported 4.7 4.2
Absenteeism (share of total working days) 5.0% 5.0% 5.2% 5.9% 5.4%
ISO 18001 certification (percentage of total FTE
working in certified sites) 94% 100% 100% 100% 100%

Despite our efforts and initiatives on health and safety, we deeply regret having to report three fatal accidents across our Parcel operations
in 2019 (2018: 2). The three fatailities, which included civilians and people who work with or for us, occurred in traffic accidents, involving
our own vehicles and those of our delivery partners.

In 2019, we decided to change our relative safety metric from "Lost time accidents” to "Recordable accidents” because this is morein line
with our internal safety management system and the GRI403 standard. We started reporting this metric over 2018 and we see a positive
development with a reduction of 0.5 recordable injuries per 100 FTEs. We believe our ongoing focus on improving working conditions in
our parcel and mail sorting and delivery centres has helped to lower the rate of recordable accidents.

The absenteeism rate decreased to 5.4% in 2019 (2018: 5.9%). See the chapter 'Social value' for more information. We implemented a
number of initiatives to help lower absenteeism, and help speed up the reintegration process. We achieved this in a number of ways,
incuding by providing training on absenteeism prevention to our operational managers and HR advisors. We also introduced and trained
coaches at our head office to provide psychological support for anyone who needed it, and we developed interactive videos in which we
prepare managers for their role in the reintegration process.
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Section 4: Environmental value performance indicators

€O, efficiency
2015 - 2019, as indicated
2019
CO, efficiency (scope 1 and 2 emissions in grams CO,e per km) notreported  notreported 226 231 245
CO, efficiency (relative reduction of scope 1 and 2 emissions per km
compared to 2017) notreported  notreported  base year (0%) (2%) (8%)
Share of emission-free delivery of mail and parcels in the last-mile notreported  notreported  notreported 17% 19%

As a postal and logistic solutions provider, it is clear we have an impact on the environment, and that our operations emit carbon as well
as other emissions. In the chapter 'Environmental value', we explained our strategy to reduce our environmental impact. In our risk
management process we evaluate physical, regulatory and reputational climate change-related risks. We identified that our main risks
relate to not meeting our long-term reduction targets. No significant physical and regulatory risks were identified during 2019.

As aresult of our new, scienced-based emission reduction targets towards 2030, we introduced two new key performance indicators to
monitor our progress in reducing environmental impact. We set a target to improve the CO, efficiency of our own operations by 80% in
2030, comparedtothebaseyear2017. We report annually onthe relative difference in total CO, emissions of our own operations (buildings
and transport) per transported kilometre compared to 2017. We also introduced a target to deliver 100% of our mail and parcels in the
last-mile in the Benelux, which we report as the share of emission-free kilometres. This includes kilometres from our own operations and
of our delivery partners and includes also the collection of mail and parcels with small trucks and vans and other light electric vehicles.

Since 2017, we unfortunately have not been able toimprove our CO, efficiency. Over the past few years we have built up a substantial fleet
of small biogas trucks and vans. We faced challenges in the availability of biogas vehicles with the right specifications, which meant we
had to switch back to diesel vehicles for part of our fleet. In addition, we achieved substantial growth of our transport activities in our core
parcel network, and through the acquisition of two entities since 2017, JP Haarlem and Mostert Verkerk. This increased the share of
kilometrestransported by heavy vehicles. While we continuously seek toinvestinlow carbon vehicles where possible, we are also exploring
the expansion of renewable fuels, such as biodiesel and bio-LNG . At the same time, we are testing electric vehicles in parts of our network
and preparing the charging infrastructure across the Benelux. We rely on manufacturers being able to produce vehicles to the correct
specifications at economically viable prices if we are to electrify our fleet. Despite this, we expect to significantly increase our own electric
delivery fleet in the coming years.

The share of emission-free last-mile delivery of mailand parcels was 19%in 2019, which was mainly aresult of the over 44 million kilometres
we travelled by foot and bicycle to deliver mail in the Netherlands. This was a slight improvement on 2018, due to an increase in city
deliveries by e-cargo bikes. We also started to replace vans with electric motor cycles and e(-cargo) bikes in our mail operations. We expect
to see afurther increase when we implement the next phase of the New mail route.

More information about our CO, efficiency initiatives can be found in the chapter 'Environmental value'.

Energy consumption
2015 - 2019, as indicated

2019
Energy consumption buildings (in TJ) 464 458 404 428 357
Energy consumption fleet (in TJ) 443 467 489 521 575
Toatl energy consumption 907 925 893 949 932

The energy we consumed in our buildings significantly decreased compared to prior years. One main reason is the improvement in data
quality as we began to use automatic telemetric activity data in our reporting in 2019. The decrease in energy consumption compared to
2018 was mainly driven by increasing the energy efficiency of our buildings.
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We continued to install LED-lighting in our sorting centres, which cuts lighting energy consumption in these buildings by around 50%. We
also improved our data quality for anumber of small buildings by collecting and reporting more data automatically compared to previous
years. The actual data indicated lower energy use from these buildings than we would have reported based on estimations.

Energy consumption of our own fleet increased by 54 TJ in 2019 compared to 2018. This increase is mainly due to the increasing volumes
in our parcel network, requiring more transport activity from large trucks. In addition, due to the lack of availability of low-carbon vehicles,
we had to deliver additional volumes at Parcels primarily with diesel vans, which are more energy intensive. The reduction of of our mail
volumes and growth of e-cargo bikes only partly offsets this increase.

The expected growth in our activities will likely result in a higher energy demand in coming years. We aim to minimise this by being as
efficient as possible in our operations. At the same time, we focus on using fewer energy intensive vehicles. For our electricity demand, we
continue to invest in solar panels to generate as much renewable energy as possible ourselves. This not only reduces our environmental
impact, but also stabilises our cost base in an increasingly volatile energy market.

Buildings
2015 - 2019, as indicated

2019
Energy consumption from natural gas (in TJ) 119 121 96 92 73
Energy consumption from heating oil (in TJ) 4 3 3 3 3
Energy consumption from electricity (in TJ) 322 320 297 325 276
Energy consumption from district heating (in TJ) 19 14 8 8 5
Total energy consumption from buildings (in TJ) 464 458 404 428 357
Share of solar energy from total energy
consumption in buildings 0% 0% 0% 4% 6%
Energy efficiency (in TJ /1,000 m,) 0.53 0.56 0.51 0.59 0.47

The vast majority of our energy demand comes from electricity. As a result of our investments in solar panels on all three of our new parcel
sorting centres, the share of sustainably generated electricity increased from 4% to 6%. This represents more than 40% of the electricity
needs of our parcel sorting centres.

In 2018, we saw anincrease in energy consumption per square metre as aresult of merging sorting activities within Mailin the Netherlands,
and an increase in the utilisation of our parcel sorting centres. The improved efficiency in 2019 is partly explained by the increased share
of extremely energy-efficient buildings (our three new parcel sorting centres have all been certified BREEAM Outstanding ) and partly
through areduction of reported activity data due to data quality improvements. Mild weather conditions also led to lower energy use when
heating buildings.
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Environmental value performance indicators

Fleet
2015 - 2019, as indicated

Energy consumption from large trucks and vans (in TJ)
Energy consumption from small trucks and vans (in TJ)
Energy consumption from scooters and bikes (in TJ)
Total energy consumption from fleet (in TJ)

Energy efficiency (in MJ / km)

257
179

443

5.3

266
190
11
467

5.3

275
203

11
489

5.3

2019

297 340
213 226
11 9
521 575
5.5 5.6

The energy consumption of our small and large trucks increased substantially during 2019. For small trucks and vans this was a result of

our strategic choice to deliverahigher share of the parcelroutes ourselves. In addition, the ongoing volume growth resultedinmore energy
consumed. We see the same trend for our large trucks, where the growth of 14.4% in 2019 was in line with the volume growth at Parcels,
and now includes the energy consumption of Mostert Verkerk, an entity we acquired in January 2019.

The relative energy per kilometre increased by 2%, meaning that our energy consumption grew slightly faster than our transported
kilometres. The main reason for this increase is related to the increase in the load factor of our vehicles, which means we transport less air

but more weight on average per kilometre.

Air pollution from fleet
2015 - 2019, as indicated

NO, emissions (in kg)
Large trucks

Small trucks and vans
Total NO, emissions

NO, efficiency (g/km)
Large trucks

Small trucks and vans
Total NO, efficiency

PM,, emissions (in kg)
Large trucks

Small trucks and vans
Total PM,, emissions

PM,, efficiency (g/km)
Large trucks
Small trucks and vans

Total PM,, efficiency

28317
14,375
42,692

1.07
0.28
0.55

362
323
685

0.01
0.01
0.01

25,654
13,766
39,420

0.94
0.27
0.50

352
263
615

0.01
0.01
0.01

25,167
12,501
37,668

0.87
0.24
0.46

361
267
628

0.01
0.01
0.01

2019

25,986 30,165
9,949 9,117
35,935 39,282
0.83 0.83
0.19 0.16
0.43 0.42
382 443
269 291
651 734
0.01 0.01
0.01 0.01
0.01 0.01

The developments in air quality are directly related to the type of vehicles we use. Therefore, the explanation of trends in the table above
is combined with the explanation in trend in the table on our compliance with euro norms below.
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Compliance with Euro emission norms
2015 - 2019, share per Euro norm

2019
Large trucks
Vehicles complying with Euro 6 57% 68% 68% 73% 69%
Vehicles complying with Euro 5 43% 32% 32% 27% 31%
Small trucks and vans
Vehicles complying with Euro 6 2% 12% 46% 76% 81%
Vehicles complying with Euro 5 98% 88% 54% 24% 19%
Total
Vehicles complying with Euro 6 8% 19% 48% 76% 80%
Vehicles complying with Euro 5 92% 81% 52% 24% 20%

In 2019, we further increased the combined percentage of vehicles complying with Euro 6 emission standards. In large trucks, we saw a
slight decrease in the percentage of Euro 6 vehicles, caused by acquiring Euro 5 trucks from transport company Mostert Verkerk.

During the year we extended our fleet of cleaner small trucks and vans, improving our NO, efficiency to 0.42 (2018:0.43). Thisimprovement

resulted in both lower NO, (nitrous oxides) and PM,, (soot) emissions per kilometer. Even though our relative emissions were lower than

in 2018, the absolute emissions of our fleet increased. The increase in absolute emissions was caused by more kilometers driven due to

the growth of our business. In 2020, we will continue to invest in large trucks fueled by liquified natural gas (LNG), which will further reduce

our NO,and PM,, emissions. The scale up of our electric fleet will help us improve our absolute emissions, which is one of the elements

covered in our Sustainable City Logistics programme. The scale up of electric vehicles is expected by around 2025. 2 37
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Environmental value performance indicators

Carbon footprint
2015 - 2019, in kilotonnes CO,,

2019
Natural gas and heating fuel 8 8 7 6 5
Fuel for large trucks 19 20 20 22 25
Fuel for small trucks and vans 13 13 9 9 10
Total gross scope 1 emissions 40 41 36 37 40
Compensated carbon emissions heating (CO, credits) 0 0 0 0 0
Compensated emissions for buildings (CO, credits) 2) 2) 6) 6) (5)
Compensated emissions for fleet (green gas) (CO, credits) (1) 0 0 0 0
Total net scope 1 emissions 37 39 30 31 35
Electricity consumed 4 3 0 0 0
District heating
Total gross scope 2 emissions 5 4 0 0 0
Compensated emissions (5) (4) 0 0
Total net scope 2 emissions 0 0 0 0 0
Company cars 7 4 5 6 4
Business travel by air 1 1 0
Employee commuting not reported not reported 19 19 21
Independent parcel deliverers and other subcontractors 248 215 187 169 162
Total gross scope 3 emissions 256 220 211 194 187
Compensated emissions company cars (7) (4) (5) (6) (4)
Compensated emissions business travel by air 1) (1) 0 0 0
Compensated emissions employee commuting not reported not reported 0 0 (21)
Total net scope 3 emissions 248 215 206 188 162
Total gross emissions 301 265 247 231 227
Total net emissions 285 254 236 219 197

Our gross scope 1 emissions increased in 2019. The 3 kilotonnes increase is mainly related to the carbon emissions of our large trucks, due
to the higher volumes of parcels we transported. With the available fuels we use, these large trucks are CO, intensive. To partly counter
this development, we aim to expand our large truck LNG fleet in 2020. In addition, we had to invest in more diesel driven small trucks and
vans to capture growth, leading to an increase in emissions. During 2019, it proved challenging to find biogas vehicles that meet our
operational requirements and the electric delivery van market is still developing, making it hard to find electric alternatives that meet our
demands. We are looking into investing in more renewable fuel types, for example bio-dieseland bio-LNG, to help us realise improvements
more quickly, as we do not expect a significant scale up of our electric fleet in the coming three years. Due to less gas-heated buildings and
less gas consumption due to weather influence, the CO, emissions from natural gas decreased by 1 kilotonne.

Our gross scope 2 emissions remained stable at 0 kilotonnesin 2019 (2018:0). Our nominal electricity consumption decreasedto 77 million
kWh in 2019 (2018: 88 million kWh). The reasons for the decrease have been detailed in the section 'Energy efficiency of buildings'. We
stimulate the use of sustainable electricity in our buildings and use the market-based instrument of purchasing Guarantees of Origin to
ensure our electricity consumption is based on renewable energy. This resulted in gross scope 2 emissions of 0.
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Scope 3
Our gross scope 3 emissions decreased to 187 kilotonnes in 2019 (2018: 194 kilotonnes) and relate to the emissions from our external
delivery partners. The decrease in 2019 can be explained by:

« Adeclineininternational freight CO, emissions resulting from a decline in internatonal freight; in 2019, a total of 68 million kilos was
shipped compared to 75 million in 2018. From this, air freight emissions contributed the largest share of CO, emissions. The share of
international truck emissions remained relatively low.

» Volume growth in our Parcels segment increased the emissions from external delivery partners in the Netherlands and in Belgium.

Additionally, we purchased Gold Standard credits to offset 25 kilotonnes of carbon emissions from company cars and business travel and
employee commuting, resulting in net scope 3 CO, emissions of 162 kilotonnes (2018: 188 kilotonnes).

Part of the requirements of the Science Based Target Initiative (SBTi) is listing all your significant categories for CO, emissions. One of those
identified was CO, emissions arising from employee commuting. Therefore, from the base year 2017 onwards, we will include reporting
on these figures in our carbon footprint. In 2019, we saw a slight increase in CO, emissions from employee commuting. We continue to
promote public transport in order to lower these emissions.

4.7 Environmental management system

PostNL Environmental management system
2015 - 2019, as indicated
2019
IS0 14001 certification (percentage of total FTE working in certified 2 3 9
sites) 95% 100% 100% 100% 100%

Our environmental management systems help us to continuously improve our environmental performance and management across
the company. As in prior years, all PostNL employees worked in IS014001-certified locations.
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Assurance report of the independent auditor

To: the Shareholders and members of the Supervisory Board of PostNL N.V.

We have audited the non-financial information in the accompanying annual report for the year 2019 of PostNL N.V. at The Hague. An audit
isaimed at obtaining a reasonable level of assurance.

In our opinion, the non-financial information presents, in all material respects, a reliable and adequate view of:

= The policy and business operations with regard to corporate social responsibility
« Thethereto related events and achievements for the year 2019

inaccordance with the Sustainability Reporting Standards (option Core) of the Global Reporting Initiative (GRI) and applied supplemental
reporting criteria as disclosed in chapter Non-financial statements of the annual report.

The non-financial information consists of the following chapters in the annual report: Introduction, Business Report (excluding chapter
Financial value) and Non-financial statements.

We have performed our audit onthe non-financialinformationin accordance with Dutch law, including Dutch Standard 38 10N, “Assurance-
opdrachten inzake maatschappelijke verslagen” (Assurance engagements relating to sustainability reports), which is a specific Dutch
Standardthatisbased onthe International Standard on Assurance Engagements (ISAE) 3000, “Assurance Engagements other than Audits
or Reviews of Historical Financial Information”. Our responsibilities under this standard are further described in the section Our
responsibilities for the audit of the sustainability information of our report.

We are independent of PostNL N.V. in accordance with the “Verordening inzake de onafhankelijkheid van accountants bij assurance-
opdrachten” (ViO, Code of Ethics for Professional Accountants, a regulation with respect to independence) and other relevant
independencerequirementsin the Netherlands. Thisincludes that we do not perform any activities that couldresultina conflict of interest
with our independent assurance engagement. Furthermore we have complied with the “Verordening gedrags- en beroepsregels
accountants” (VGBA, Dutch Code of Ethics).

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

The non-financial information needs to be read and understood together with the reporting criteria. PostNL N.V. is solely responsible for
selecting and applying these reporting criteria, taking into account applicable law and regulations related to reporting.

The reporting criteria used for the preparation of the sustainability information are the Sustainability Reporting Standards of the GRI and
the applied supplemental reporting criteria as disclosed in chapter Non-financial statements of the annual report.

The absence of an established practice on which to draw, to evaluate and measure non-financial information allows for different, but

acceptable, measurement techniques and can affect comparability between entities and over time.

Based on our professional judgement we determined materiality levels for each relevant part of the non-financial information and for
the non-financial information as a whole. When evaluating our materiality levels, we have taken into account quantitative and qualitative
considerations as well as the relevance of information for both stakeholders and the companu.

We agreed with the Supervisory Board that misstatements which are identified during the audit and which in our view must be reported
on quantitative or qualitative grounds, would be reported to them.
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Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the sustainability

information. We have communicated the key audit matters to the Supervisory Board. The key audit matters are not a comprehensive

reflection of all matters discussed.

These matters were addressed in the context of our audit of the sustainability information as a whole and in forming our opinion thereon,

and we do not provide a separate opinion on these matters.

External delivery partners are a material part of PostNL's CO, emissions.
The methodology for calculating the CO, emissions of these external
delivery partnersisbased onthe Greenhouse Gas protocol of the World
Resource Institute (WRI)/World Business Council for Sustainable
Development (WBCSD).

In the absence of complete information from its external delivery
partners, PostNL estimates scope 3 CO, emissions based on

assumptions.

The new key performance indicator ‘Share of emission-free delivery
of parcels and mail in the last-mile’ represents the ratio of last-mile
kilometres travelled without emitting any CO,, relative to the total
number of last-mile kilometres travelled. This includes kilometres
travelled on foot, by bicycle, and using light electric vehicles.

PostNL has developed its own methodologies to estimate these
kilometre totals.

The reputation, employee engagement and the customer satisfaction
indicators are by request of PostNL measured by third parties. The
outcome is based on the methodology used by these third parties.
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Our procedures focused on
understanding and evaluating
the reasonableness of the
estimates and assumptions
used.

We assessed the sufficiency of
related disclosures, including
information on inherent
limitations, and the consistent

use compared to prior year.

Our procedures focused on
understanding and evaluating
the reasonableness of the
estimates and assumptions
used.

We assessed the sufficiency of
related disclosures.

Our procedures focused on
evaluating whether the
methodology used by the third
party is suitable and
consistently applied.

We assessed the sufficiency of
related disclosures and the
consistent use compared to

prior year.

We concur with the estimates
and assumptions used in
calculating the scope 3 CO,
emissions and the sufficiency
of the related disclosures. In
addition, we determined that
the assumptions and estimates
used did not change compared
to prior year.

We concur with the estimates
and assumptions used in
calculating the ‘share of
emission-free delivery of
parcels and mailin the last-mile’
and the sufficiency of the
related disclosures.

We concur with the
methodologies applied, the
sufficiency of the related
disclosures and determined
that the methodology used did
not change compared to prior
year.
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Assurance report of the independent auditor

The non-financial information includes prospective information such as ambitions, strategy, plans, expectations, estimates and risk
assessments. Inherent to prospective information, the actual future results are uncertain. We do not provide any assurance on the
assumptions and achievability of prospective information in the non-financial information.

The references to external sources or websites in the non-financial information are not part the non-financial information as audited by
us. We therefore do not provide assurance on this information.

The Board of Management is responsible for the preparation of reliable and adequate non-financial information in accordance with the
reporting criteria as included in the section Reporting criteria, including the identification of stakeholders and the definition of material
matters. The choices made by the Board of Management regarding the scope of the non-financial information and the reporting policy
are summarized in chapter Non-financial statements of the annual report.

The Board of Management is also responsible for such internal control as the Board of Management determines is necessary to enable
the preparation of the non-financial information that are free from material misstatement, whether due to fraud or errors.

The Supervisory Board is responsible for overseeing the reporting process of PostNL N.V.

Our responsibility is to plan and perform the audit in a manner that allows us to obtain sufficient and appropriate audit evidence for our
opinion.

Our audit has been performed with a high, but not absolute, level of assurance, which means we may not have detected all material errors
and fraud.

We apply the “Nadere voorschriften kwaliteitssystemen” (NVKS, Regulations for Quality management systems) and accordingly maintain
acomprehensive systemofquality controlincludingdocumentedpoliciesandproceduresregarding compliance withethicalrequirements,
professional standards and other relevant legal and regulatory requirements.

We have exercised professional judgment and have maintained professional skepticism throughout the audit performed by a multi-
disciplinary team, in accordance with the Dutch assurance standards, ethical requirements and independence requirements.

Our audit included amongst others:

« Performing an analysis of the external environment and obtaining an understanding of relevant social themes and issues, and the
characteristics of the company

» Evaluating the appropriateness of the reporting criteria used, their consistent application and related disclosures in the non-financial
information. This includes the evaluation of the results of the stakeholders’ dialogue and the reasonableness of estimates made by
the Board of Management

« Obtaining an understanding of the systems and processes for collecting, reporting and consolidating the non-financial information,
including obtaining an understanding of internal control relevant to our audit, but not for the purpose of expressing an opinion on
the effectiveness of the company's internal control

« Evaluating the procedures performed by the internal audit department

» ldentifying and assessing the risks that the non-financial information is misleading or unbalanced, or contains material misstatements,
whether due to fraud or errors. Designing and performing further audit procedures responsive to those risks, and obtaining audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk that the non-financial information is misleading
or unbalanced, or the risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from errors.
Fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. These further audit
procedures consisted amongst others of
« Interviewing relevant staff at corporate and business level responsible for the sustainability strategy, policy and results
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« Interviewing relevant staff responsible for providing the information for, carrying out internal control procedures on, and
consolidating the data in the non-financial information

» Obtaining assurance information that the non-financial information reconciles with underlying records of the company

« Evaluatingrelevantinternal and external documentation, on atest basis, to determine the reliability of the non-financial information

« Performing an analytical review of the data and trends

» Reconciling the relevant financial information with the financial statements

» Evaluatingthe consistency of the non-financial information with the information in the annual report which is notincluded in the scope
of our audit

« Evaluating the overall presentation, structure and content of the non-financial information

« Considering whether the non-financial information as a whole, including the disclosures, reflects the purpose of the reporting criteria
used

Communication

We communicate with the Supervisory Board regarding, among other matters, the planned scope and timing of the audit and significant
findings, including any significant findings in internal control that we identify during our audit.

From the matters communicated with the Supervisory Board we determine the key audit matters: those matters that were of most
significance in the audit of the non-financial information. We describe these matters in our assurance report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, not mentioning it is in the public interest.
Amsterdam, 24 February 2020

Ernst & Young Accountants LLP

J. Niewold
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Appendices

1 Other non-financial performance indicators

PostNL Other non-financial performance indicators
2015 - 2019, as indicated

Year ended at 31 December 2015 2016 2017 2018 2019
People indicators

Percentage of females in total headcount 49% 49% 50% 48% 48%
Employees with a disability 1,442 1,482 1,631 1,704 1,351
Disabled employees as percentage of total headcount 3% 4% 4% 5% 4%

Environmental indicators

Water usage (in liters per FTE) not reported not reported not reported not reported 5246
Waste (in tonnes per FTE) 0.3 03 0.3 0.2 0.2
Recycling of waste in percentage of total waste 69% 61% 64% 66% 77%
Environmental incidents on site 3 8 1 2 4
Environmental incidents off site 1 2 0 2 4
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2 Data Coverage table medium or limited scope entities is estimated. The table below
shows an overview of the resulting scoping coverage per line item

The periodicallyreported non-financial data depends onthe scope  in the ‘Non-financial performance indicators'.

of the entity. Where appropriate, certain non-financial data of

Data coverage table

2019

Customer value

Share of highly satisfied customers 100% 0%
Share of satisfied customers 100% 0%
Share of e-commerce revenue 100% 0%
Delivery quality Mail in the Netherlands (preliminary) 100% 0%
Reputation score 100% 0%
IS0 9001 certification 99% 1%
Social value

Share of engaged employees 100% 0%
Share of employees expected to stay 100% 0%
Headcount (scope of non-financial reporting) 100% 0%
FTE (scope of non-financial reporting) 100% 0%
Share of females in management positions 87% 13%
Share of females in senior management positions 93% 7%
Training hours per FTE 81% 19% 245
Fatal accidents 100% 0%
Recordable accidents (per 100 FTE) 96% 4%
Absenteeism (share of total working days) 90% 10%
ISO 18001 certification 99% 1%

Environmental value

CO, efficiency (relative reduction of scope 1 and 2 emissions per km compared to 2017) 84% 16%
Share of emission-free delivery of mail and parcels in the last-mile 100% 0%
Energy consumption (total scope 1and 2in TJ) 98% 2%
Energy efficiency buildings (TJ / 1000 m,) 80% 20%
Energy efficiency transport (TJ / million km) 100% 0%
Scope 1 GHG emissions (gross in ktCO,e) 100% 0%
Scope 2 GHG emissions (gross in ktCO,e) 100% 0%
Scope 3 GHG emissions (gross in ktCO,e) 100% 0%
NO, emissions (scope 1inkg) 100% 0%
NO, emissions (scope 1in g/km) 100% 0%
PM,, emissions (scope 1in kg) 100% 0%
PM,, emissions (scope 1in g/km) 100% 0%
Share of vehicles complying with Euro 6 100% 0%
Share of vehicles complying with Euro 5 100% 0%
ISO 14001 certification 99% 1%
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3 Glossary and definitions

Absenteeism

Total hours of absence divided by the total contractual working days.

ACM

Dutch Authority for Consumers and Markets.

Application programming interfaces (API)
AnAPIspecifieshowdifferentcomputerprogramsshouldinteract, byclearly
defining a set of communication methods between various software
components. We build our own APIs, which make it easier for our customers
to interact with our software, such as Track & Trace.

Auditor

A chartered accountant (register accountant) or other auditor referred to
in section 393 of book 2 of the Dutch Civil Code or an organisation in which
such auditors work together.

Biogas

Biogas is broadly defined as gas consisting of or derived from biomass.
Biogas consists of CO, that has recently been extracted from the
atmosphere as aresult of growing plants and trees, and therefore does not
influence the CO, concentration in the atmosphere over a longer period of
time. This is in contrast to fossil fuels, such as natural gas or crude oil, which
are stored over millions of years so that their combustion and subsequent

emissions do influence CO, levels in the atmosphere.

Business travel
Business travel refers to all business-related travel for work, other than
employee commuting, including travel by air.

Carbon neutral
Carbon neutral means that the net CO, equivalent emissions from activities

are zero.

CO, efficiency

The CO, efficiency is the term used to express the relative impact of CO,.
Inrelation to the key performance indicators, this means the total net direct
and indirect (scope an and scope 2) CO, emissions from our operations
divided by the total number of kilometres transported from our own
operations. The efficiency numer is the grammes of CO, per kilomtre
transported.

Company cars
Company-owned or leased vehicles at the disposal of an employee for

commuting and business travel.

Corporate governance

The OECD (see reference in this glossary) defines corporate governance as
the system by which corporations are directed and controlled. The
corporate governance structure specifies the distribution of rights and
responsibilities among different participants, such as the board, managers,
shareholders and other stakeholders, and defines the rules and procedures
for making decisions. In doing so, it also provides the structure by which
company objectivesare setand the means of attaining those objectivesand

monitoring performance.

Corporate responsibility (CR)

Corporate responsibility is the umbrella term for the obligation a company
has to consider the social (corporate social responsibility) and
environmental (sustainability) impact of its activities and to go beyond this
obligationinthe treatment of economic, environmental and social activities
tosustainitsoperations, financial performanceandultimatelyitsreputation.

Customer satisfaction

Customer satisfaction is an indicator of customer opinion towards the
services we provided in the reporting period. We measure and categorise
customer satisfaction into ‘satisfied customers’ and ‘highly satisfied
customers'throughanonline survey,whichiscarriedoutbyanindependent
research company twice per year. The score is based on a questionnaire
with mutiple choice answers on a five-point scale (1 represents 'highly
satisfied'and 1 to 3 'satisfied'.

Delivery quality

Delivery of a consignment within the time frame set for the service in
question. An independent research firm tests our delivery process, by
sending trackable letters through our network. These letters are scanned
along the entire sorting process, enabling us to identify any delays.
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Digitalisation

This refers to the digital transformation of society in which digital
information and communication play an increasingly important role in all
facets of life. This is different from digitisation, which refers to the
transformation of analogue information into digital information. This
process is necessary for the processing, modelling, and storage of data.

Disabled employees
Disabled employeesare employeesonthe payrollwhose medical condition
has been recognised by the relevant authorities as a disability.

Dow Jones Sustainability Indices

Launched in 1999, the Dow Jones Sustainability Indices are the first global
indices to track the financial performance of the leading sustainability-
driven companies worldwide. They provide asset managers and other
stakeholders with reliable and objective benchmarks for managing
sustainability portfolios. For further information, see www.sustainability-
index.com.

E-commerce
The online buying and selling of products and service by businesses and

consumers.

Emission-free delivery

Emission-free delivery means the delivery of goods without CO, emissions.
In relation to the key performance indicator, emission-free delivery means
the delivery of letters and parcels from the last sorting activity before
distribution to the final destination (last-mile) in the Benelux without CO,
emissions. This alsoincludes the collection of mailand parcels, but excludes
transport by large trucks.

Emplogee engagement

Employee engagement refers to the number of employees (employed by
PostNL forthree months or more) who stated inthe employee engagement
survey that they were ‘engaged’ or ‘more than engaged’ by PostNL as an
employer. An ‘engaged employee’ is one who feels connected to the
company, is enthusiastic about its work, and actively aims to improve the
company and its reputation. The score is based on an average of five
questions with a multiple choice answer. The methodology for 2019 is
exactly the same compared to prior years. Starting 2020, we will report
the same indicators using a slightly different method. We already started
monitoring following thismethodtoallow forcomparisoninthe 2020 Annual
Report.
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Employee loyalty

Thenumber of employees (employed by PostNL for three months or more)
who stated in the employee engagement survey that they expect to stay
within PostNL or stated not to expect to leave PostNL.

Environmental incident

An environmental incidentis anincident that has led to the pollution of soil,
water or air. This includes failures, breakdowns, floods, spillages, leaks and
so forth. Environmental incidents are divided into onsite and offsite
incidents. Onsite incidents occur at sorting and delivery centres, hubs,
offices and other locations owned, leased, rented or operated directly by
PostNL. Offsiteincidentsoccuraway fromsortinganddeliverycentres, hubs,
offices and other locations owned, leased, rented or operated directly by
PostNL.

European emission standards

Euro 4, Euro 5 and Euro 6 are mandatory European emission standards (EU
directives) applicable tonewroadvehicles soldinthe European Union. They
define levels of vehicular emissions such as nitrogen oxides (NO,) and
particulate matter (PM,).
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Fatal accidents

The death of any person because of an occupational accident. An
occupational accident is an unexpected and unplanned occurrence,
including acts of violence, arising out of or in connection with work activities
performed for PostNL. It doesn’t matter where the fatal accident has taken

place or which person (employee or third party) is a casualty.

Full-time equivalents (FTEs)
FTEs refer to the total number of hours worked by the headcount divided
by the local number of contract hours (e.g. 40 p/w or 196 p/m).

General data protection regulation (GDPR)

The GDPRis an EU regulation (Algemene Verordening
Gegevensbescherming-AGVin Dutch) aimingtoprotectall EU citizens from
privacy and data breaches in today’s data-driven world. More can be found
on https://eugdpr.org/the-regulation/

General Meeting of Shareholders
Themeeting of shareholdersandother personsentitledtoattend meetings.
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Global Reporting Initiative (GRI)

The GRIis a multi-stakeholder process and an independent institution
whose mission is to develop and disseminate globally-applicable
sustainability reporting guidelines for voluntary use by organisations that
report on the economic, environmental and social dimensions of their
business. The GRI incorporates participation of business, accountancy,
investment, environmental, human rights and research and labour
organisations from around the world. The GRI began in 1997 in partnership
with the United Nations and became an independent body in 2002. It
continues to collaborate with the United Nations Environment Programme
and works with the United Nations Global Compact. For more information,

see www.globalreporting.org.

Green gas
Greengasisasustainablevariantofnaturalgasandisproducedbyupgrading
biogas to the same quality as natural gas. Green gas is a renewable fuel,
which is produced cleanly.

Greenhouse Gas Protocol

The Greenhouse Gas Protocol (GHG Protocol) was established in 1998 to
develop internationally-accepted accounting and reporting standards for
greenhouse gas emissions of companies.

Group company
A group company as defined in article 2:24b of the Dutch Civil Code.

Headcount
Headcountisthe numberofemployeesonthe payrollinactive dutyworking

for fully consolidated companies.

IFRS

International Financial Reporting Standards.

IFRS-EU
IFRS, as adopted by the European Union.

Internal promotion

The number of PostNL employees appointed to vacancies in management
positionsat the end of areporting period. This refers to the number of actual
appointments, not the number of FTE positions.

Internet of Things (1oT)

The Internet of Things (loT) is the network of devices that connects online
and shares data. This includes vehicles, buildings, white goods (such as
fridges),andeven clothes, which contain electronics, software, sensors,and
network connectivity. The loT allows objects to be sensed and controlled
remotely across existing network infrastructure, creating opportunities for
more directintegration of the physical world into computer-based systems,
resulting in improved efficiency, economic growth, and innovations.

Estimates are that the loT will consist of almost 50 billion objects by 2020.

Investors in People (liP)

Developedin 1990 by a partnership of leading businesses and national
organisations, liP helps organisations to improve performance and realise
objectives through the management and development of their staff. For

further information, see www.investorsinpeople.co.uk.

ISO (International Organization for Standardization)
The ISO is a network of national standards institutes from 146 countries
working in partnership with international organisations, governments,
industry, business and consumer representatives. The ISO is the source of
ISO 9000 standards for quality management, ISO 14000 standards for
environmental management and other international standards for

business,governmentandsociety. Forfurtherinformation,see www.iso.org.

ISO 14001 (environmental management)

The ISO 14001 standards are international standards for controlling
environmental aspects and improving environmental performance,
minimising harmful effects on the environment and achieving continual

improvements in environmental performance.

IS0 9001 (quality management)

The ISO 9000 standards cover an organisation’s practices in fulfiling
customers’ quality requirements and applicable regulatory requirements
while aiming to enhance customer satisfaction and achieve continual
improvement of its performance in pursuit of these objectives.

Key performance indicators (KPls)

KPIs are measurements that focus on achieving outcomes critical to the
current and future success of an organisation. These indicators should deal
with matters that are linked to the organisation’s mission and vision,and are

quantified and influenced where possible.

Materiality
Information is material if errors, omissions or incorrect presentation can
influence the evaluation or decisions of users of the information.
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Non-financial information

Allinformation otherthanfinancialinformationis non-financialinformation.
This includes, but is broader than terms PostNL used before, such as
Corporate Responsibility (CR) Information.

NO

NO, (NO and NO,) refers to nitrogen oxides. Nitrogen oxides are produced

X

during combustion, especially at high temperatures.

Number of supervisory positions

According to Dutch law, the number of supervisory positions that managing
and Supervisory Board members may hold in certain companies is limited
(article 2:132a of the Dutch Civil Code for managing board members and
article 2:142aofthe Dutch Civil Code for Supervisory Board members). Since
1 January 2013 a person is prohibited from being appointed member of
the Supervisory Board of more than five so-called large entities (including
PostNL), whereby a chairman position counts twice. Existing positions are
exempt, but if they exceed five, they must be reconsidered at the moment
of (re)appointment. Board members holding more than the maximum
number of positions on 1 January 2013 are not obliged to resign from these
positions, but positions must be reconsidered at the time of reappointment.

OECD

Organisation for Economic Co-operation and Development.

OHSAS 18001 (occupational health and safety
management)

OHSAS 18001 isastandard foroccupational health and safetymanagement
systems. It is intended to help organisations control occupational health
and safety risks and was developed in response to widespread demand for
arecognised standard for certification and assessment. OHSAS 18001 was
created through the collaboration of several of the world’s leading national
standards bodies, certification organisations and consultancies. For further
information, see www.ohsas-18001-occupationalhealth-and-safety.com.

Omnichannel

An omnichannel organisation is one that focuses on the customer, without
being dependent on time, place and channel. Customers experience a
consistent experience across all channels because the organisation

provides relevant and immediately available information and content.

Parcel
Goods to be transported by a distribution company, weighing up to
approximately 30 kg.
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PM,,

Particulates, alternatively referred to as particulate matter (PM), such as
fine particles and soot, are tiny subdivisions of solid matter suspended in a
gas or liquid. The notation PM, is used to describe particles of 10
micrometres or less.

PostNL (Group)

PostNL N.V. and its Group companies.

PostNL N.V.

A public limited liability company incorporated under the laws of the
Netherlands, listed on the Amsterdam Stock Exchange, with its statutory
seat in The Hague, the Netherlands, and its registered office at Prinses
Beatrixlaan 23, 2595 AK The Hague, the Netherlands, until 31 May 2011
named TNT N.V.

Processing and distribution centres
The sorting and delivery centres within our Parcels segment. These centres
operate automated sorting, and are all directly connected by linehauls and
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serve as a starting point for distribution rounds and returns handling.

Progress on transformation

When we talk about progress on transformation we means the progress we
make to become the logistics and postal service provider inthe Benelux. We
monitor our progress by measuring the share of Parcels revenues from
contracts with customers compared to the total revenue of PostNL.

Recordable accident
Work-relatedaccidentthatresultsinaninjurywithaphysicalimpactbeyond
first aid, or loss of consciousness.

Reputation score

Reputationisaperceptionaboutthe degree ofadmiration, positive feelings,
esteem and trust anindividual has for an organisation. Reputationis rooted
inanassessment of the performance of an organisation over time, including
in the past and with expectations about the future. Our reputation score is
measured quarterlybythe ReputationInstitute, whichmeasuresreputation
across stakeholders, countries and industries. It tracks 23 key performance

indicators grouped around seven core dimensions.

Retail location

Aretail location is a location where goods or services are sold directly to
consumers. In the context of PostNL for the Annual Report, this includes
retail shops, business points, parcel points and post offices.
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Serious accident

Aserious accidentis an occupational accident where a PostNL employee is
admitted to ahospital ward within 30 days after the accident happened. An
occupational accident is an unexpected and unplanned occurrence,
including acts of violence, arising out of or in connection with work activities
performed for PostNL.

Sustainable electricity

Sustainable is electricity from ‘green’ or ‘renewable’ sources, such as solar,
wind, geothermal, biomass, hydroelectric and ocean energy, purchased
during the reporting period for power and lighting of all company locations
(where this can be established from utility suppliers’ invoices or other

means). It does not include nuclear electricity.

TNT Express

The former public limited liability company which was demerged from TNT
N.V.on 31 May 2011 and until 25 May 2016 the ultimate parent company
of the former express activities of TNT N.V. On 25 May 2016 it was acquired
by FedEx, and subsequently delisted from the Amsterdam Stock Exchange
on4 July 2016.

TNTNV.

Until the demerger of TNT Express on 31 May 2011, TNT N.V. was a public
limited liability company incorporated under the laws of the Netherlands,
listed on the Amsterdam Stock Exchange. Following the demerger on

31 May 2011, it was renamed PostNL N.V.

UPU
The Universal Postal Union is a specialised agency of the UN and is the

primary forum for cooperation between postal sector players worldwide.

Uuso

Universal Service Obligation. The designation as Universal Service Provider
obliges PostNL to collect and deliver domestic mail and parcels five days a
week (mourning cards and medical post six days a week), and to provide for
cross-bordermailand parcelsaccordingtothe Universal Postal Union (UPU)

rules.

Working days
The total number of individually-calculated working days adjusted for
overtime, leave or similar deviations.

Working hours

The total number of individually-calculated working hours adjusted for

overtime, leave or similar deviations.
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4 GRI Content Index

General disclosures

Organisational profile

102-1 Name of the organization

102-2 Activities, brands, products, and services

102-3 Location of headquarters

102-4 Location of operations

102-5 Ownership and legal form

102-6 Markets served

102-7 Scale of the organization

102-8 Information on employees and other workers

102-9 Supply chain

102-10 Significant changes to the organization and its supply chain

102-11 Precautionary Principle or approach

102-12 External initiatives

102-13 Membership of associations

Strategy

102-14 Statement from senior decision-maker

102-15 Key impacts, risks, and opportunities

Ethics and integrity

102-16 Values, principles, standards, and norms of behavior

102-17 Mechanisms for advice and concerns about ethics

Governance

102-18 Governance structure

102-19 Delegating authority

102-20 Executive-level responsibility for economic, environmental,
and social topics

102-21 Consulting stakeholders on economic, environmental, and
social topics

102-22 Composition of the highest governance body and its
committees

102-23 Chair of the highest governance body

102-24 Nominating and selecting the highest governance body

102-25 Conflicts of interest

102-26 Role of highest governance body in setting purpose, values,
and strategy

102-27 Collective knowledge of highest governance body

102-28 Evaluating the highest governance body’s performance
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PostNL N.V.

Chapter ‘At a glance'; Chapter 'Customer value'

Prinses Beatrixlaan 23, 2595 AK The Hague, the Netherlands

Chapter 'Our operating context'’; Chapter 'How we create value'; Chapter 'Our
strategy'

Chapter 'PostNL on the capital markets'

Chapter 'Our operating context’;Chapter 'How we create value’; Chapter
'Customer value'

Chapter'Ataglance’; Chapter 'Social value'; Chapter 'Financial value'; Chapter
'Financial statements'; Chapter 'Non-financial statements'

Chapter 'Social value'; Chapter 'Non-financial statements '

Chapter 'Our operating context’; Chapter 'How we create value'; Chapter 'Our
strategy’; Chapter 'Customer value';,Chapter 'Environmental value'; Chapter
'Non-financial statements'. PostNL's main suppliers are external delivery
partners. Our supplu chain is mainly locally organised.

Chapter 'Our strategy'

Chapter'Riskmanagement'. We have notformallyadoptedthe precautionary
principle but we systematically assess and manage environmental, safety,
supply chain, operational,and otherrisks as described throughout this report. 2 5 1
We hold risk workshops throughout the year and have an internal control

framework in place to mitigate risks for financial as well as for CR reporting.

Chapter 'Non-financial statements', Reporting principles; Guidelines,

benchmarks and initiatives

We participate in several branche organisations: IPC, PostEurope, UPU.

Chapter 'Interview with Herna Verhagen'
Chapter 'Our strategy'

Chapter 'Our identity'
Chapter 'Corporate governance'

Chapter 'Corporate governance'
Chapter 'Corporate governance'

Chapter 'Corporate governance'

Chapter 'Corporate governance'

Chapter 'Corporate governance'

PostNL does not have a unitary board structure.

Chapter 'Corporate governance'

Chapter 'Corporate governance' No conflicts of interest occured.

Chapter 'Corporate governance'

Chapter 'Report of the Supervisory Board'
Chapter 'Corporate governance'
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102-29

102-30
102-31
102-32
102-33
102-34
102-35
102-36
102-38

102-39

Identifying and managing economic, environmental, and
social impacts

Effectiveness of risk management processes

Review of economic, environmental, and social topics
Highest governance body’s role in sustainability reporting
Communicating critical concerns

Nature and total number of critical concerns
Remuneration policies

Process for determining remuneration

Annual total compensation ratio

Percentage increase in annual total compensation ratio

Stakeholder Engagement

102-40

102-41

102-42

102-43

102-44

List of stakeholder groups

Collective bargaining agreements

Identifying and selecting stakeholders

Approach to stakeholder engagement

Key topics and concerns raised

Reporting practice

102-45

102-46
102-47
102-48
102-49

102-50
102-51
102-52
102-53

Entities included in the consolidated financial statements

Defining report content and topic Boundaries
List of material topics
Restatements of information

Changes inreporting

Reporting period

Date of most recent report

Reporting cycle

Contact point for questions regarding the report

Claims of reporting in accordance with the GRI

102-54

102-55

Standards

GRI content index

Chapter 'Report of the Supervisory Board

Chapter 'Corporate governance'

Chapter 'Corporate governance'

Chapter 'Corporate governance'

Chapter 'Corporate governance'

There were no critical concerns in 2019.

Chapter 'Renumeration report’

Chapter 'Corporate governance'

Chapter 'Renumeration report'. We report on the ratio of the annual total
compensation for the organisation’s highest-paid individual compared to
the average annual total compensation for all employees. This reporting is
in line with the Dutch Corporate Governance Code. As such we do not report
on aratio based on the median of the annual total compensation for all
employees.

Chapter 'Renumeration report'. We report on the ratio of the annual total
compensation for the organisation's highest-paid individual compared to
the average annual total compensation for all employees. This reporting is
in line with the Dutch Corporate Governance Code. As such we do not report
on aratio based on the median of the annual total compensation for all

employees

Chapter 'Our operating context'’; Chapter 'Non-financial statements', Basis
of preparation

Chapter 'Our operating context’; Chapter 'Non-financial statements', Basis
of preparation

Chapter 'Our operating context’; Chapter 'Non-financial statements', Basis
of preparation;;

Chapter 'Our operating context’; Chapter 'Non-financial statements', Basis
of preparation;

Chapter 'Our operating context’; Chapter '‘Non-financial statements', Basis

of preparation;;

Chapter;Financial statements'. Acompletelist ofinvestmentsin subsidiaries,
associated companies and jointly-controlled entities will be attached to the
company's annual report made available to the Chamber of Commerce.
Chapter 'Non-financial statements', Reporting criteria

Chapter 'Our operating context'

Chapter 'Non-financial statements', Safeguarding report quality

Chapter 'Our operating context', Stakeholder engagement and
materiality;Chapter ‘Non-financial statements', Reporting criteria

Full calendar year 2019

24 February 2019

Annual

Please sent us your comments by e-mail to
corporatecommunications@postnl.nlorbysending aletterto PostNL Annual
Report team: P.O. Box 30250, 2500 GG The Hague, The Netherlands

The scope of the report is part of the Assurance report of the independent
auditor.
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102-56
102-37

External assurance
Stakeholders’ involvement in remuneration

Chapter 'Non-financial statements', Safeguarding report quality
Chapter 'Renumeration report'. The views on stakeholders are sought
indirectly through the stakeholder dialogues we have held.

Topic specific disclosures

Customer experience

103-1 Explanation of the material topics and its Boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach
PNL-1Key  Highly satisfied customers

PNL-2Key  Satisfied customers

Growth in e-commerce

103-1

103-2
103-3

PNL-3 Key

PNL-4 Key

Explanation of the material topics and its Boundary

The mangement approach and its components
Evaluation of the management approach

Progress on transformation (share of e-commerce revenue)

Volume development Parcels

Manage declining mail volumes

103-1 Explanation of the material topics and its Boundary
103-2 The mangement approach and its components
103-3 Evaluation of the management approach
PNL-5Key  Underlying operating income

PNL-6 Key  Underlying cash operating income

Engaged people

103-1 Explanation of the material topics and its Boundary
103-2 The mangement approach and its components
103-3 Evaluation of the management approach

PNL-7 Key Employee engagement

PNL-8Key  Employee loyalty

401-1 New employee hires and employee turnover
403-2

Chapter 'Customer value'; Chapter ‘Non-financial statements', Reporting
criteria

Chapter 'Customer value'

Chapter 'Customer value'; Chapter 'Non-financial statements', Safeguarding
report quality

Chapter 'Customer value'; Chapter 'Non-financial statements', Customer
value performance indicators

Chapter 'Customer value'7: Customer value; Chapter 'Non-financial

statements', Customer value performance indicators

Chapter 'Customer value';Chapter 'Non-financial statements', Reporting
criteria

Chapter 'Customer value'

Chapter 'Customer value';Chapter 'Non-financial statements', Safeguarding
report quality

Chapter 'Customer value';Chapter 'Non-financial statements', Customer
value performance indicators

Chapter 'Customer value';Chapter 'Non-financial statements', Customer
value performance indicators

Chapter 'Customer value'; Chapter 'Financial value'; Chapter 'Non-financial
statements', Reporting criteria

Chapter 'Customer value'; Chapter 'Financial value'

Chapter 'Customer value'; Chapter 'Financial value'; Chapter 'Non-financial
statements, Safeguarding report quality

Chapter 'Financial value'

Chapter 'Financial value'

Chapter 'Social value';Chapter 'Non-financial statements', Reporting criteria
Chapter 'Social value'

Chapter 'Social value'; Chapter 'Non-financial statements', Safeguarding
report quality

Chapter 'Social value'; Chapter 'Non-financial statements', Social value
performance indicators

Chapter 'Social value'; Chapter ‘Non-financial statements', Social value
performance indicators

Chapter 'Non-financial statements', Social value performance indicators

Types of injury and rates of injury, occupational diseases, lost Chapter 'Non-financial statements', Social value performance indicators.

days and absenteeism, and number of work-related fatalities Occupational diseases and Lost Days are not applicable for PostNL as this
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does not provide useful management information about Health and Safety
at PostNL. Information about 'Absenteeism' and working days of workers
beyond our own employees is unavailable for PostNL, we only report these

indicators for our own employees.
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404-1
405-1

Average hours of training per year per employee
Diversity of governance bodies and employees

Accessible and reliable postal services

103-1

103-2
103-3

PNL-9 Key

Explanation of the material topics and its Boundary

The management approach and its components
Evaluation of the management approach

Delivery quality Mail in the Netherlands

Financial position and performance

103-1

103-2
103-3

PNL-10 Key
PNL-11 Key
PNL-12 Key
201-1
201-2

201-3

Explanation of the material topics and its Boundary

The mangement approach and its components
Evaluation of the management approach

Revenue

Underlying operating income

Underlying cash operating income

Direct economic value generated and distributed

Financial implications and other risks and opportunities due

to climate change

Defined benefit plan obligations and other retirement plans

Emission free delivery

103-1

103-2
103-3

PNL-13 Key

PNL-14 Key

302-1

302-2

302-3

302-4

302-5

305-1

305-2

305-3

Explanation of the material topics and its Boundary

The mangement approach and its components
Evaluation of the management approach

C02 efficiency

Share of emission-free delivery

Energy consumption within the organisation

Energy consumption outside of the organisation

Energy intensity

Reduction of energy consumption

Reductions in energy requirements of products and services

Direct (scope 1) GHG emissions

Energy indirect (scope 2) GHG emissions

Otherindirect (scope 3) GHG emissions

Chapter 'Non-financial statements', Social value performance indicators
Chapter 'Corporate governance', Diversity; Chapter 'Non-financial

statements', Social value performance indicators

Chapter 'Customer value'; Chapter '‘Non-financial statements', Reporting
criteria

Chapter 'Customer value'

Chapter 'Customer value';,Chapter ‘Non-financial statements', Safeguarding
report quality

Chapter 'Customer value';Chapter 'Non-financial statements', Customer

value performance indicators

Chapter 'Financial value'; Chapter 'Non-financial statements', Reporting
criteria

Chapter 'Financial value'

Chapter 'Financial value'; Chapter ‘Non-financial statements', Safeguarding
report quality

Chapter 'Financial value'

Chapter 'Financial value

Chapter 'Financial value

Chapter 'Financial statements ', Consolidated primary statements

Chapter 'Risk management’, Regulatory risks

Chapter 'Financial statements', Provisions for pension liabilities

Chapter'Environmentalvalue';Chapter'Non-financial statements', Reporting
criteria

Chapter 'Environmental value'

Chapter 'Environmental value'; Chapter 'Non-financial statements',
Safeguarding report quality

Chapter 'Environmental value'; Chapter 'Non-financial statements',
Environmental value performance indicators

Chapter 'Environmental value'; Chapter 'Non-financial statements',
Environmental value performance indicators

Chapter 'Non-financial statements', Environmental value performance
indicators

Chapter 'Non-financial statements', Environmental value performance
indicators

Chapter 'Non-financial statements', Environmental value performance
indicators

Chapter 'Non-financial statements', Environmental value performance
indicators

Chapter 'Non-financial statements', Environmental value performance
indicators

Chapter 'Non-financial statements', Environmental value performance
indicators

Chapter 'Non-financial statements', Environmental value performance
indicators

Chapter 'Non-financial statements', Environmental value performance

indicators
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305-4 GHG emissions intensity

305-7 Nitrogen oxides (NOX), sulfur oxides (SOX), and other
significant air emissions
Sustainable city logistics

103-1 Explanation of the material topics and its Boundary
103-2 The mangement approach and its components
103-3 Evaluation of the management approach

PNL-Key Percentage of city centres delivered emission-free

Chapter 'Non-financial statements', Environmental value performance
indicators
Chapter 'Non-financial statements', Environmental value performance

indicators

Chapter'Environmentalvalue’;Chapter'Non-financial statements',Reporting
criteria

Chapter 'Environmental value'

Chapter 'Environmental value';Chapter 'Non-financial statements',
Safeguarding report quality

Not reported

PostNL Annual Report 2019

255



5 UN Global Compact reference table

Global compact principles

1. Support and respect the protection of internationally proclaimed human  Chapter 'Social value', Our commitment to respect Human Rights

rights

2. Make sure that they are not complicit in human rights abuses Chapter 'Social value', Our commitment to respect Human Rights
3.Upholdthe freedom of association and the effective recognition of theright Chapter 'Social value', Our commitment to respect Human Rights; Chapter

to collective bargaining ‘Social value', Collective labour agreements
4. Uphold the elimination of all forms of forced and compulsory labour Chapter 'Social value', Our commitment to respect Human Rights
5. Uphold the effective abolition of child labour Chapter 'Social value', Our commitment to respect Human Rights

6. Uphold the elimination of discrimination in respect of employmentand  Chapter 'Social value', Our commitment to respect Human Rights

occupation

7.Support a precautionary approach to environmental challenges Chapter 'Environmental value'

8. Undertake initiatives to promote greater environmental responsibility Chapter 'Environmental value'; Chapter 'Non-financial statements’,
Environmental performance indicators

9. Encourage the development and diffusion of environmentally friendly Chapter 'Environmental value'

technologies

10. Work against corruption in all its forms, including extortion and bribery ~ Chapter 'Risk management', Integrity
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6 Summary of key figures

All numbers presented in this appendix are the reported numbers
in the respective Annual Reports of 2015 till 2019, unless restated

Key figures 2015-2019, in € millions, unless indicated otherwise

Financial performance
Revenue

Parcels

Mail in the Netherlands
PostNL

Underlying cash operating income
Parcels

Mail in the Netherlands

PostNL Other

PostNL

Underlying cash operating income margin
Parcels

Mailin the Netherlands

PostNL

Net cash from operating & investing activities
(excluding TNT Express)

Adjusted net debt

Consolidated equity attributable to the equity
holders of the parent

Corporate equity

Month-end coverage ratio main pension fund

12-months avg coverage ratio main pension fund

Cash out from pensions

Profit for the year (excluding TNT Express)

Earningspershare (excluding TNT Expressin€cents)

Operational performance
Parcels
Parcel volume (in millions of items)

Volume growth percentage

Mail in the Netherlands

Addressed mail volume (in millions of items)
Volume decline percentage

Delivery quality (2019 preliminary)

Cost savings
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1,173
1,961
2,751

123
204
(22)
305

10.5%
10.4%
11.1%

135

not reported

(213)
2,204

106.0%
106.8%
179

147
333

156
9.6%

2,401
(11.2%)
96%
85

in a later year. Revenues and underlying cash operating income
have represented for all earlier years for adjusted segment
reporting, the impact of the discontinued operations in Italy and
Germany and the management buy-out of Whistlin 2015.

1,283
1,877
2,723

131
160
(37)
254

10.2%
8.5%
9.3%

10

not reported

79
2,742

108.3%
103.6%
164

135
305

177
13.3%

2,213
(7.9%)
96%
64

1,382
1,783
2,725

140
125
(24)
241

10.1%
7.0%
8.8%

11

not reported

34
2,730

115.8%
113.4%
151

148
33.0

207
17.2%

1,994
(9.9%)
95%
56

1,555
1,678
2,772

117
93

(22)

188

7.5%
5.5%
6.8%

19

(614)

46
2,593

112.1%
116.0%
148

33
7.1

251
21.5%

1,781
(10.7%)
95%
48

2019

1,672
1,606
2,844

121
76

(21)

176

7.2%
4.7%
6.2%

104

(736)

(21)
2,129

113.4%
110.6%
144

283
12.4%

1,742
(2.2%)
94%
48
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Non-financial performance

2019

Share of highly satisfied customers not reported 38% 41% 30% 27%
Share of engaged employees 64% 68% 67% 65% 65%
Absenteeism (% of total working hours) 5.0% 5.0% 5.2% 5.9% 5.4%
CO, efficiency (relative reduction of scope 1 and 2

emissions per km compared to 2017) not reported not reported base year (0%) (2%) (8%)
Share of emission-free delivery of mail and parcels

in the last-mile not reported not reported not reported 17% 19%
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We look forward to receiving feedback on this report
Please send us your comments by e-mail to
corporatecommunications@postnl.nl
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PostNL Annual Report team

P.0. Box 30250

2500 GG The Hague

The Netherlands

PostNL N.V.
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2595 AK The Hague
The Netherlands
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