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CHAIRMAN’S LETTER

Some years ago The New Yorker published this cartoon. There was a man behind a desk, the CEO of a company, and
an employee sat in front of him, who had just suggested a new solution. “What you’re proposing is a really innovative
approach,” explained the CEO to his employee, “but | don’t think we can take it into consideration, it hasn’t been done
before!”

But innovation is just that: coming up with new solutions and breaking with established practices, whether for products,
production processes or commercial strategies. It doesn’t make sense to do things in a certain way because they have
always been done like that. In today’s world, a successful company is a company that does not shy away from calling its
past into question.

This is how we reason. We are a company that wants to ask questions of itself and that has the capacity to do so because
it is in our DNA and is part of our cultural background.

We live in a highly competitive context, on the frontier of innovation. We operate in a sector where, with regard to both
consumer electronics and Internet services, not a day goes by without exciting innovations. We continue to call it a “phone,”
but our smartphone now does things that did not even seem possible only five years ago. Telecom Italia is doing the same
job it has always done: connecting people. But now it must do this in a radically different way to five years ago, and in
another five years it will do so in a very different way to today.

Ours is not a leadership that can only base itself on the past: we are no longer the cautious directors of the monopoly.
Nowadays we fight in the competition race and we measure ourselves against our competitors every day, learning from
each of them.

Given that we have always been in the business of connecting people and things, we have been able to see, perhaps
before and more than others, the interdependences between economic, social, environmental and human sustainability
in our work. It has caused us to develop a sensitivity for Social Corporate Responsibility, slightly different to that of other
companies. First of all we recognize that achieving the interests of all our stakeholders supports the goal to create value in
a synergic way. The term “shared value,” which guides our actions, stems from this very principle.

We know that to fully express our potential we must expand our gaze: consider the impact of the investments on the
community, ask ourselves how the new technologies will influence the learning capacity of our children, and “include” as
many people as possible in the great conversation of the digital era.

We are a big company, capable of great and significant investments. In new technologies, in broadband, in computer security,
yes, but also in social, civic and cultural projects, areas that affect the daily lives of all of us from many points of view.

Our ambition is to construct a sustainable profit in the long term to benefit us all, and our commitment in adopting the
principles of Global Compact - which aims to create an inclusive and sustainable economy capable of producing lasting
benefits for people, the community and the market - is moving in this direction.

We are launching an ambitious simplification and smart working project, and we are seriously committed to ensuring
respect for Human Rights, to the fight against corruption and to developing people’s potential inside and outside of our
organization. We are convinced that the work conditions of our employees must allow them to truly give their best: for this
reason we want them to be the best possible for everyone.

[G4-1]



Telecom lItalia is a deeply Italian company.

This is because the men and women that work for it are Italian, and because the expertise and know-how are Italian, but
even more because the effects of what we do every day spill over into the Italian social and economic context in a significant
way. Just as Italian are the creativity, passion, and desire for innovation that have always been expressed in Italy, from
Leonardo and Guglielmo Marconi, Alfonso Bialetti and Federico Faggin. But we also like to think that we are a piece of Silicon
Valley in Italy. Because at Telecom change is not episodic, it is not casual: change is the company philosophy.

The innovative drive of which we are the bearers is intrinsically linked to the evolution of the society we live in. The business
of our Group is to create communication networks and services. It means allowing people and businesses to share and

implement ideas and projects that no one would be able to achieve alone. This is the real essence of what we do: enabling
each of us to communicate with others in order to feel part of something bigger.

Giuseppe Recchi

[G4-1]
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Telecom Italia Group

GROUP’S PROFILE

[G4-3] The Telecom Italia Group offers fixed and mobile communication services and ICT solutions®. In Italy, the Group
operates the biggest fixed voice and data infrastructure, covering the whole territory and provides one of the country’s most
extensive and advanced mobile network platforms. [G4-6] In addition to its domestic leadership, the Group has a significant
international presence in South America, particularly in Brazil. [G4-17a] For the details of the countries where Telecom Italia
operates see Note 45 of the Group’s consolidated financial statements, which also lists the Group companies, subdividing
them by consolidation method. [G4-13], [G4-22]No significant changes in operations and in the consolidation scope took
place during 2015. For details of the changes that did take place, see Notes 1 and 3 of the Group Consolidated Financial
Statements. The main changes over the past three years include the Sofora - Telecom Argentina Group being recorded
among discontinued operations, the sale of the La7 S.r.l. business and the shareholding in the MTV Group and the creation
of INWIT S.p.A,, listed on the Milan stock exchange, which operates in the electronic communication infrastructure sector,
specifically in those dedicated to hosting radio transmission equipment for mobile voice networks both of Telecom lItalia
and the other operators.

Telecom ltalia provides the Country with innovative infrastructure, IT skills, products, services and ICT solutions that meet
the needs of society. This commitment has been consolidated through its active contribution to achieving the Country’s
digitisation objectives as defined in the Italian Digital Agenda, developed by the Italian government by transposing the
directives set out by the EU for the creation of the European Digital Agenda.

Within Telecom lItalia the Corporate Shared Value (CSV) department has been set up which - starting with an analysis of
the Country’s main needs, has identified three areas of intervention that can respond to these needs, through technologies,
skills and specific projects. The three areas identified are:

m digitisation, connectivity and social innovation

m environmental protection

m digital culture

The first 17 projects,?the value of which has been estimated applying the metrics of the CSV model in Italy and in Brazil,
have been inserted within these three areas; a summary is provided in the Corporate Shared Value section.

[G4-8] [G4-9] All the Group’s activities are encompassed in the following Business Units:

m “Domestic” operates primarily in the field of domestic fixed and mobile voice and data services for end customers
(retail) and other operators (national wholesale), as well as in the domestic information technology products and
services sector. The Business Unit also includes the activities of INWIT S.p.A. and on an international note, the
activities related to the development of fibre optic networks (international wholesale) in Europe, the Mediterranean
and South America;

m  “Brasile” ” (TIM Brasil Group) provides mobile telecommunications services. Furthermore, as a result of the acquisition
of a number of fixed line operators, it also offers fibre optic data transmission and residential broadband services;
“Media” operates in the management of digital multiplexes through Persidera S.p.A;;

“Other Activities” includes the financial companies and other minor companies not strictly connected with the
Group’s “core business”.

1 [G4-3] For general information about the Group, see the consolidated financial statements of the Telecom Italia Group, Note 1.
2 2 projects have been inserted in the section The people in Telecom lItalia.
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Group’s main brands

[G4-4] [G4-8] The main brands market voice/data and information technology products and services for residential and
business customers, public administration, national and international operators. The Group also provides transmission
capacity and technological solutions for TV sector operators.

TIM is the single brand for the whole Group, which operates in the domestic market offering fixed and mobile telephony,
internet, digital content and cloud services. TIMis supporting Italy inits quest for full digitisation by building an ultrabroadband
network infrastructure and providing next generation services. In Brazil, TIM markets mobile phone, mobile internet and
fixed line services.

Through the Sparkle brand, the Group offers international voice, data and internet solutions to fixed and mobile
telecommunications operators, Internet Service Providers/Application Service Providers, content and media players and
multinational companies.

The Olivetti brand markets information technology products and services for residential and business customers.
Persidera offers terrestrial digital transmission capacity and high quality technological solutions to leading TV networks
operating in the domestic market. Finally, INWIT is the Group’s tower company.

Main shareholders of Telecom Italia S.p.A.

[G4-7] Telecom Italia is a joint-stock company organised under the laws of the Republic of Italy? , [G4-5] where the parent
company has its registered office. [G4-7] The reference shareholder, as of December 31 2015, is Vivendi S.A.2 with 21.39%
of the ordinary share capital. [G4-13] The share ownership underwent significant changes over the course of 2015, with
the entry of the French shareholder® and the exit of Telco S.p.A. and the Findim Group S.A. The Net Equity structure and
the number of shares in circulation are shown in Note 14 of the Group Consolidated Financial Statements. For further
information relating to reports made to Consob regarding significant shareholdings, see the Report on Operations of the
Telecom lItalia Group.

The shareholding structure as of December 31, 2015 is shown below *.

11.31% 0.06%
Others shareholders Other shareholders
Italy abroad
4.09% ' ' 21.39%
Legal entities abroad Vivendi (*)
0.62% o | 1.21%
Legal entities Italy Telecom Italia Group
56.61% 4.71%
Institutional Institutional

shareholders qbroad. [ | shareholders Italy

(*) Direct and indirect participation.

1 [G4-7] Also see the Telecom Italia Group Consolidated Financial Statements, Note 1.

2 Direct and indirect participation.

3 [G4-7] For details, also see the Report on Operations of the Telecom Italia Group, Information for Investors, and the stakeholder engagement paragraph of the Corporate
Shared Value chapter [G4-13].

“ Source: Register of shareholders as of December 31, 2015, supplemented by communications received and by other available information.
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[G4-13] Anexamination of the share capital structureinthe three-year period 2013-2015 shows, as well as the aforementioned
entry of Vivendi S.A., an increase in 2015 of the shares held by foreign and Italian institutional investors, respectively +5.1pp
and 0.9pp. The shares held by foreign legal entities, during this three-year period, fell slightly (from 4.4% in 2013 to 4.1% in
2015) as did the shares held by Italian legal persons, falling from 0.8% in 2013 to 0.6% in 2015.

Lastly, as regards the other Italian shareholders and other foreign shareholders categories, there was a decrease in ownership
over the three-year period (-4.5pp), slight for other foreign investors.

CORPORATE GOVERNANCE SYSTEM

Some aspects of the Group’s Corporate Governance which are particularly relevant (material) to the reporting of sustainability
in accordance with the GRI-4 guidelines are briefly illustrated below. For a more detailed and comprehensive description see
the 2015 Report on Corporate Governance and Share Ownership, the Report on Remuneration, the Bylaws and the Group
Governance Procedures, available at telecomitalia.com.
[G4-34], [G4-35], [G4-40] The Group’s Board of Directors is appointed by the Shareholders’ Meeting based on slates
submitted by eligible voters who own a total of at least 0.5% of the ordinary share capital (or any other amount that may be
required by the regulations issued by Consob). The existing Board of Directors was appointed by the Shareholders’ Meeting
on April 16, 2014. In December 2015, the number of Directors increased from 13 to 17 with the appointment of 4 Directors
at the request of the reference shareholder Vivendi S.A.. [G4-38], [G4-40] The only stakeholders represented on the Board
are therefore the shareholders. Directors’ powers are granted (and revoked) by the Board of Directors, which determines the
purpose, limits and methods by which they are exercised.

[G4-40] The Group’s Bylaws require the least represented gender to account for at least one third of the total number of

directors, rounded up to the next unit in the event of a fraction. The independence of a minimum number of directors is

required by the law (Consolidated Law on Finance) based on the overall composition of the Board; the same law and the

Corporate Governance Code of Borsa Italiana also define the criteria for the independence of directors. An amendment

made to the Bylaws of Telecom Italia in May 2015 introduced the principle that at least half of the candidates and elected

members from each slate must be independent when the Board of Directors is renewed. Reference is made either to the
legal independence requirements or the Corporate Governance Code drawn up by the Corporate Governance Committee of

Borsa Italiana, with which Telecom Italia complies.

[G4-40] In delivering its guidance to shareholders, with a view to the Shareholders’ Meeting called to renew the Board of

Directors on April 16, 2014, the outgoing Board of Directors expressed a few wishes regarding the new Board, including:

m the skills which were deemed to be necessary were a knowledge of the telecommunications and/or information
technology sectors (including regulations) or associated areas of business, strategic guidance, finance, communication
and organisation, risk management and internal control. In terms of professional background, people of managerial
extraction were to be preferred (primarily: CEOs or CFOs of significantly large companies), but the contribution of
academic experts in finance and taxation, risks, law or the technical sector in which the Group operates were also
judged useful;

m international openness was desirable, with the inclusion in the slate of non-Italian candidates, i.e. individuals who had
gained professional experience overseas;

m a balanced mix of the various components was required, as the coexistence of diverse skills and experience ensures
the complementarity of professional profiles, promoting fruitful discussion and the efficient operation of the Board, in
the knowledge that specialised skills can be contributed by internal structures or, if necessary, by external consultants,
and that the complexity of the matters to be dealt with suggest that candidates with prior experience gained on the
boards of listed companies would be appropriate. (see Resolution Proposals - Shareholders’ Meeting of April 16, 2014,
available at telecomitalia.com)
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[G4-38] The Board of Directors in office consists of 16 members, including 9 independents. 6 of the Board members are
women and the female gender is the only social subgroup represented. Table 2 “Structure of the Board of Directors and
Committees and other positions held” contained in the RCG, shows for each director their term of office, the committees to
which they belong, the number and nature of other positions they hold, the slate to which they belong (indicating “LSGR”
in the case of appointment with a slate vote and candidacy by the SGR and Institutional Investor Slate, indicating “LT” in
the case of appointment with a slate vote and candidacy by the Telco Slate or “T” in the case of original candidacy in the
Telco slate but appointment by the Shareholders’ meeting by ordinary vote, indicating “V” in the case of appointment
of candidates proposed by Vivendi S.A. during the Shareholders’ meeting on December 15, 2015) whether they are
independent, executive or non-executive. Each Director’s CV can be viewed on the website telecomitalia.com The Group
channel, Governance System/Corporate Bodies section. The Directors’ skills in the field of economics range from university
teaching to graduate and post-graduate studies, specific training in the field of mergers and acquisitions, and experience
with stock market supervision authorities and at the top of big companies. One Director also declares that he/she has
worked on sustainability-related projects. [G4-47] 13 meetings of the Board of Directors were held in 2015.

[G4-43] The Directors take part in specific meetings with the management or external consultants, aimed at providing
adequate knowledge of the industry in which the Company operates, business dynamics and their evolution. Business lunches,
workshops on new technologies and educational-informative meetings are held prior to strategic meetings. Updates regarding
the relevant legislative framework are provided in specific briefing notes. During the year, the Directors attended a specific
meeting on sustainability matters, which saw also the participation of an expert in this field from the KPMG Group and the
Head of Corporate Shared Value department. As happened in 2015, specific meetings on sustainability are planned.

[G4-34], [G4-40] Currently the committees set up within the Board of Directors are the Control and Risk Committee and
the Nomination and Remuneration Committee. Significant transactions with related parties are subject to scrutiny by the
Control and Risk Committee, in the case of minor transactions, or by a Committee consisting of all the Independent Directors,
in the case of more significant transactions. The process of selecting and appointing members of the Committee, and the
independence and competence requirements are described in the Nomination and Remuneration Committee Regulations
and in the Control and Risk Committee Regulations, both available on the telecomitalia.com.

[G4-44a] The self-assessment of the size, composition and operation of the Board and its Committees for 2015 was
performed by means of a questionnaire consisting of five series of questions relative to (i) the composition of the Board and
internal committees; (ii) the items discussed, as well as the frequency and method of preparation of the meeting; (iii) the
investigative process and decision-making procedure; (iv) the induction and training initiatives offered to Directors; (v) the
analysis of the progress made compared to the previous self-assessment. The board review has been carried out annually
since 2005. For 2015, as there was no need to give the Shareholders guidance for the renewal, and in order to guarantee
the independence of the assessment process, the self-assessment was carried out by the Directors by completing an
online questionnaire (for remote access). The results of the board review where then discussed by the Nomination and
Remuneration Committee and subsequently by the full board, commenting on the strengths and areas for improvement,
with a view to achieving continuous improvement. [G4-44b] Further information on the assessment methods and results
are illustrated in the RGS. The 2015 self-assessment did not tackle issues of sustainability.

[G4-35], [G4-36], [G4-39], [G4-42] The Shareholders’ Meeting of April 16,2014 appointed Giuseppe Recchi as Chairman and

the subsequent meeting of the Board of Directors of April 18 appointed Marco Patuano as CEO. Subsequently, on March 22,

2016, Marco Patuano resigned and, on March 30, 2016, the Board of Directors appointed Director Flavio Cattaneo as CEO.

The Board of Directors considers its current composition to be appropriate and, at the Shareholders’ Meeting convened for

May 25, 2016, it will propose to reduce the number of directors from 17 to 16.

Also on March 30, 2016, the Board of Directors updated the proxies granted to the two Executive Directors.

The proxies and powers granted to the Chairman include:

m determining the guidelines for the development of the Group, in agreement with the CEO, with powers to identify and
analyse extraordinary operations;
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m supervising the strategic, industrial and financial planning process, the implementation of these plans and their
development and monitoring the implementation of board resolutions;

m supervising the definition of organisational structures and the power to organise and determine the size of the

workforce and resources required to exercise his functions, making direct use of the People Value department, which

reports to the CEO;

supervising the economic and financial performance of the companies and the Group;

supervising the process of examining and devising the structure of the internal control system;

supervising security and the Telecom Italia Sparkle company;

representing the company and the Group in external relations with all Authorities, Italian and international Institutions

and investors (on the understanding that Investor Relations department reports to the CEO);

organisational responsibility for the following departments that report directly to him:

supervising the definition of organisational structures and the power to organise and determine the size of the

workforce and resources required to exercise his functions, making direct use of the People Value department, which

reports to the CEQ;

supervising the economic and financial performance of the Companies and the Group;

supervising the process of examining and devising the structure of the internal control system;

representing the Company and the Group in external relations with all Authorities, Italian and international Institutions

and investors (on the understanding that Investor Relations department reports to the CEO);

¢ Legal Affairs (save for the CEQO’s power to make use of the Legal Affairs Department for the operational

management support required);
¢ Institutional Communication (save for the CEQ’s power to make use of the Press Office for the operational
management support required in coordination with the Executive Chairman);

¢  Public Affairs;

m responsibility for the Brand Strategy and Media function;

m organisational responsibility for the Corporate Shared Value (CSV) department ([G4-48] including responsibility for
drawing up the sustainability Report) and governance of the Fondazione Telecom lItalia.

[G4-35], [G4-36], [G4-42] The proxies and powers assigned to the CEO include:

m responsibility for administration (which include drawing up the Financial Statements), ordinary and extraordinary
finance, taxation activities, management control and Investor Relations;

m responsibility for devising, proposing to the Board of Directors and then implementing and developing strategic,

industrial and financial plans;

responsibility for defining organisational structures, personnel policies and relations with trade unions;

all organisational responsibilities for managing and developing the business in Italy and South America;

responsibility for market disclosure, with reference to the Company;

“employer” responsibility for the health and safety of workers in the workplace, with reference to the Company;

responsibility and powers regarding the handling and protection of personal data, with reference to the Company.

[G4-35], [G4-36] The system by which the Executive Directors (Chairman and CEO) delegate powers to the departments
that report to them is the subject of a specific company procedure that establishes the methods by which this system
must be implemented (Granting and Revocation of Powers). Powers are normally granted to those reporting directly to the
executive directors and, in particular, for matters of an economic and financial nature, they are granted to those reporting
to the CEO who deal with such matters, while for sustainability the powers are delegated to those in charge of the CSV
department reporting to the Chairman. Those reporting directly can in turn assign specific powers to specific departments;
[G4-37]in particular, powers are granted in this way to consult stakeholders (customers, suppliers, government local offices,
employees etc., described in the Stakeholder Engagement paragraph of Corporate Shared Value chapter).
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[G4-41] The company procedure for transactions with related parties!, drawn up in accordance with Consob Regulation
no. 17221 of March 12, 2010, is systematically updated (the latest revision is dated March 17, 2016) and is illustrated in the
Report on Corporate Governance and Share Ownership, see Directors’ Interests and Transactions with Related Parties. The
disclosure of any transactions with related parties during the relevant period is included in the “Transactions with related
parties” chapter of the Annual Financial Report.

[G4-45], [G4-46], [G4-14] The internal control and risk management system consists of a set of rules, procedures and
organisational structures intended to ensure the healthy and proper management of the Company, in a way that is consistent
with the established goals, through an appropriate key risk identification, measurement, management and monitoring process.
Being responsible for the internal control and risk management system the Board of Directors defines the system guidelines,
verifying their adequacy, effectiveness and proper operation, so as to ensure that the main risks facing the Company (including
operational, compliance, economic and financial risks) are correctly identified and managed over time.

The establishment and maintenance of the internal control system are entrusted to the Executive Directors, each in his/her
own delegated areq, and to the Executive responsible for preparing the Company’s accounting documents in his/her area of
responsibility, so as to ensure the overall adequacy of the system and its effectiveness, from a risk-based perspective, which is
also considered when determining the agenda of Board meetings. Coordination between the parties involved in the internal
control and risk management system is illustrated in the Report on Corporate Governance and Share Ownership.

The internal control system is contained in the so-called “Organisational Model 231", i.e. an organisational and management
model adopted pursuant to Legislative Decree 231/2001, aimed at preventing offences that may result in liability for the Company.

[G4-45], [G4-46], [G4-14] The Group has adopted an Enterprise Risk Management (hereinafter ERM) Model which allows
risks to be identified, assessed and managed uniformly within Group companies, highlighting potential synergies between
the parties involved in assessing the Internal Control System. Particular focus is placed on the relationship between the
ERM process and the business planning process, particularly on determining the acceptable level of risk for the Group (Risk
Appetite) and the acceptable degrees of deviation from the main business targets (Risk Tolerance).

The process is managed by the ERM Steering Committee, which is chaired and coordinated by the CFO. The Steering
Committee ensures the governance of the Group’s risk management, aimed at guaranteeing the operational continuity
of the business, monitoring the effectiveness of countermeasures taken. The ERM process is designed to identify potential
events that may influence the business activity, in order to manage risk within acceptable limits and provide a reasonable
guarantee that business objectives will be achieved. For further details please read the Enterprise Risk Management system
section in Being sustainable in Telecom Italia.

[G4-49], [G4-50], [G4-58] In November 2015, Telecom Italia implemented the new Whistleblowing procedure, which
provides for the centralised management, by the Audit Department, of all whistleblowing reports - including those that are
the responsibility of the Board of Statutory Auditors, particularly in its role as the 231 Supervisory Body - via a compute app
which whistleblowers can use to access the Company intranet. Since February 2016 this reporting channel has also been
accessible via the Group’s website.

Reports may be made by any employee, collaborator, consultant, freelance worker, as well as third parties who have business
relations with the Group. The system assigns each report a unique identification code which enables the whistleblower to
check the processing status in anonymity. The overall oversight by the Audit Department Manager is intended to make an
assessment of the Internal Control System’s ability to contribute to the achievement of objectives assigned to the individual
departments of the company (effectiveness profile), considering the rational use of resources for their achievement
(efficiency profile) and in light of the risk factors (qualitative and quantitative) and the likelihood of them influencing the
achievement of the said objectives.

! The terms “related party” and “related parties” of Telecom Italia are understood to refer to the parties defined as such in the Consob Regulation. Regardless of whether they
can be defined as related parties according to accounting principles, the Procedure also applies to the parties to significant shareholders’ agreements, pursuant to article
122 of the Consolidated Law on Financial Intermediation, that govern candidacies for the position of Director of the Company, if it turns out that the majority of Directors
appointed has been drawn from the slate presented by participants in shareholders’ agreements.
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[G4-57], [DMA Labor Practice Grievance Mechanisms] As stated in article 4 of the Group Code of Ethics and Conduct, any
requests for clarification regarding the appropriateness of one’s own conduct or the conduct of other people, in order to
ensure full compliance with the Code and the values set by the Code itself, must be addressed to the Head of the Audit
Department of Telecom Italia S.p.A. or to the Head of the Audit Department of the Group’s overseas company directly
involved, in accordance with specific internal procedures. [G4-58] Using the Whistleblowing procedure, the same entities
must be promptly informed of the following by the recipients of the Code and those who have undertaken to comply with it:
m any violations, requests or inducements to violate legal provisions or regulations, provisions of the Code and internal
procedures with regard to the activities and services of interest to the Group;
m any irregularities or negligence in accounting procedures, keeping of relevant accounting documentation, fulfilling
reporting obligations or internal management in Group companies.

There are no negative consequences for people who make reports in good faith.

The confidentiality of the identity of people making reports is in any case guaranteed by appropriate internal procedures,
subject to legal requirements. No recipient of the Code, employee or third party having business relations with the Group can
be subject to sanctions or otherwise discriminated against if he/she refuses to perform actions or adopt a conduct which
are considered, in good faith, to infringe the Code, even if this refusal should result in a loss of business or other adverse
consequence for the company’s business and/or the Group. The Brazilian subsidiary TIM Participacdes also uses a report
reception system based on a form, also accessible via the Company’s website, that allows the report to be received at an
email address, equipped with computer security systems, for its subsequent management.

[G4-50] In 2015, via the internal control reporting procedure, 156 reports were received from Italy and 343 from Brazil, most
of them relating to alleged inefficiencies. The Human Rights section of the Being sustainable at Telecom Italia chapter and
the Reports received via the internal control procedure of the Telecom Italia People chapter illustrate the reports received
concerning alleged violations of human and employment rights?.

[G4-50] The Board of Statutory Auditors’ Report states the number of reports received via the Board of Auditors’ Reporting
Procedure and provides summary of the investigations carried out by the Board itself with the support of the Group
Compliance Officer, (see 2015 Annual Report). In 2015 the Supervisory Body received only one report which did not however
relate to the Code of Ethics, Human Rights or 231 Organisational Model.

[G4-51], [G4-52] The remuneration policy for the members of the Board of Directors is determined in accordance with legal

requirements and the by-laws, according to which:

m [G4-53] the Shareholders’ Meeting determines the total gross annual remuneration of the Board of Directors
(and of the directors holding specific offices: Chairman and CEO); expresses an opinion on the first section of
the Remuneration Report; passes resolutions regarding remuneration plans based on the allocation of financial
instruments;

m the Board of Directors passes resolutions to determine how the remuneration set by the Shareholders’ Meeting will be
distributed (when it is established as a total amount for the Board in its entirety); determines the remuneration policy
for Executive Directors and key managers with strategic responsibilities; determines the remuneration of Directors
holding special offices.

The Board of Directors is also responsible for making proposals to the Shareholders’ Meeting regarding remuneration plans
based on the allocation of financial instruments for Directors and employees and for drawing up the Remuneration Report.

[G4-52] In order to ensure that the choices made regarding remuneration are appropriately investigated, in accordance with
the rules on transparency and the strict regulations on potential conflicts of interest, the Board of Directors relies on the
support of the Nomination and Remuneration Committee. In performing its duties, the Committee (the meetings of which

! In particular, the Human Rights section contains a detailed description of the procedure and the types of reports made via the procedure.
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are attended by the Chairman of the Board of Statutory Auditors or by another Auditor appointed by him/her, subject in any
case to the freedom for other Auditors to attend the meeting) relies on the assistance provided by relevant departments
of the Company and may also rely on the support of external consultants whose position does not compromise their
independence of judgement. During 2015, the Committee once more availed itself of the assistance and support of Mercer
Italia, which also analysed the application of clawback clauses (details available in the RR).

[G4-51] With the exception of the Chairman and the CEO, the Directors receive fixed remunerations only. Table 1
“Remuneration paid to members of the management and control body and Key Managers with Strategic Responsibilities”
in the RR states all the types and amounts of remuneration received by each Director. Details of the fixed and variable
remuneration components (including any stock option), benefits and severance pay attributed to the CEO, the Chairman
and the key managers with strategic responsibilities (aggregated), as well as the targets for the variable component of the
CEQ’s remuneration are illustrated in detail in the Remuneration Report. In particular, the targets assigned the CEO are
primarily of a financial nature, while for the Chairman, in addition to the financial targets, there are targets associated with
the image of the Company and the Group and an assessment by the Board of Directors of his effectiveness in managing
the activities of the Board of Directors. The sustainability targets used to determine the management incentive system are
stated in the Remuneration Policies section of the Telecom Italia people section of this report.

References

The Group operates with the conviction that business activities must be conducted in a way that considers the expectations
of stakeholders, in keeping with the principles established by internationally recognised standards. In defining and
implementing its sustainability strategy and programmes, the Group is inspired by the guidelines issued by the main global
guidance and standardisation organisations in the field of corporate responsibility. The system of sustainability management
also takes into account the principal reference regulations and international standards:

European Commission directives, recommendations and communications;

the OCSE guidelines directed at multinational enterprises;

the ISO 9001 and ISO 14001 certificates governing quality and environmental management systems;

principles of the International Labour Organization (ILO) Conventions on respecting the fundamental rights of workers;
the Social AccountAbility 8000 standard (SA 8000), aimed at promoting respect for Human Rights and working
conditions by companies and their supply chains;

Sustainability Reporting Guidelines of the Global Reporting Initiative (GRI), version G4, comprehensive option;

AA1000 AccountAbility Principles Standard (APS 2008) drawn up by AccountAbility, an international organisation
which promotes collaboration between stakeholders, and lays down standards and guidelines on matters of
sustainability;

m [SO 26000 guidelines for private and public organisations of all sizes

[G4-15], [G4-16] The Group has always been a member of many environmental and social organisations, both national and
international, formed to disseminate universally recognised values including respect for Human Rights, employment rights
and environmental protection. The main associations in which the Group is involved and some of the charters and codes to
which it has signed up are listed below;

m Global Compact, the main global benchmark launched in 2000 by the UN, to which Telecom lItalia has been signed up
since 2002, Telecom lItalia is a member of the Global Compact Network Italy;

m ITU (International Telecommunications Union) the UN’s main agency for Telecommunications and Information, as well
as a reference point for governments and the private sector in the development of networks and services. Telecom
Italia is involved, among other things, in the ITU Child Online Protection initiative and in particular in updating the
guidelines developed as part of this same initiative, which are aimed at companies in the broadcasting, internet and
mobile sector. The initiative is part of the wider international Global Cybersecurity Agenda project launched by the
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ITU in 2007. Also in the context of the ITU, Telecom lItalia is involved in the Environment and Climate Change working
Group (Study Group 5);

m ETSI (European Telecommunications Standards Institute), the main European standardisation organisation for
telecommunications. Telecom Italia is involved in the following technical committees and interest groups regarding the
environment: TC ATTM (Access, Terminals, Transmission and Multiplexing), TC EE (Environmental Engineering) and ISG
OEU (Operational Energy Efficiency for Users);

m  GSM Association and particularly the GSMA - Mobile Alliance against Child Sexual Abuse Content working group for all
technological and communication initiatives aimed at protecting children in the mobile phone sector;

m ICT Coalition for Children Online and Better Internet for kids/CEO Coalition for establishing the principles and
technologies required to make the Internet a safer place for children;

m GRI, a body set up in 1997 by CERES, Coalition for Environmentally Responsible Economy, with the aim of developing
globally applicable guidelines for drawing up sustainability reports;

m GeS| (the Global e-Sustainability Initiative), a global partnership of ICT companies to promote the sustainable
development of new technologies. Telecom Italia is represented in the General Assembly and is involved in the
initiative’s working groups, particularly with regard to optimising energy use and reducing greenhouse gas emissions.
From the middle of 2012 to the middle of 2014, Telecom Italia was also a member of the Board of Directors, performing
the role of treasurer’;

m ETNO, European Telecommunications Network Operators’ Association, a trade association which aims, among other
things, to develop a competitive and efficient European telecommunications market through coordination between
operators and dialogue with Institutions. Telecom lItalia is a member of the Executive Board, which it chaired between
2011 and 2014, and has signed up to the Corporate Responsibility Charter of the ETNO. Issues related to Corporate
Responsibility are handled by a working group which Telecom lItalia has chaired for several years, the tasks of which
include promoting and verifying the objectives undertaken through the Association’s Corporate Responsibility Charter.
An energy task force coordinated by Telecom lItalia reports to the working group and is responsible for evaluating and
pooling best practices and the most advanced solutions in the field of energy efficiency. A task force on Online Child
Protection reports also to the working group;

m Joint Audit Cooperation, a joint initiative between telecommunication operators to perform sustainability audits of
the production plants of their respective suppliers in geographical areas that present a high social and environmental
risk. Telecom Italia is one of the three founding members and is represented in the Leadership Assembly (which
has guidance and auditing tasks and consists of high level representatives of the Purchasing and Sustainability
departments of its members), the Operational Assebly, (which defines procedures and tools and coordinates the
auditing of suppliers) and holds the position of Vice-President of Operational Committee;

m The European Commission’s Joint Research Centre which, with the help of telecommunications operators, including
Telecom Italia, has developed codes for the energy efficiency of data centres and the energy consumption of
broadband appliances, both adopted by Telecom ltalig;

m FOSI, Family Online Safety Institute, an international non-profit organisation formed to make the Internet safer for
young people and their families, identifying the best strategies while respecting the freedom of the Web. FOSI also
promotes dialogue between heads of government, the world of industry and the non-profit sector in seeking new
solutions for the safety of children in the Web 2.0 world. Telecom Italia is the first Italian company to have joined this
important institution.

Telecom Italia is a member of ANIMA and Sodalitas (entities that deal with sustainability in Italian trade associations), CSR
Europe, a network of European companies for the development of sustainability in companies.

Among the other codes relevant to sustainability to which Telecom Italia has signed up, we should mention the Equal
Opportunities Charter, the Self-regulation code for mobile services, the Code of conduct for premium rate services and the
Self-regulation code for commercial communication (available on telecomitalia.com).
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Codes, policies and charters of the Group

[G4-56] The undertakings given by the Group are expressed in a system of Charters, Policies and Codes available in the

sustainability section of the telecomitalia.com website.

In the belief that the success of the company cannot be separated from business ethics, the Code of Ethics and Conduct and

the Human Rights Policy of the Telecom Italia Group set out the objectives and values of the Company’s activities in respect

of the main stakeholders with whom the Group interacts.

The Service Charters, which are intended to simplify the relationship with customers and make it more direct, set out the

principles of conduct and undertakings given by Telecom lItalia regarding the quality of the services offered. They also

provide information regarding the ongoing improvement of quality standards and contact channels available to customers.

The Service Charters are available on the Group’s commercial websites (telecomitalia.it, impresasemplice.it, tim.it).

The General Conditions of Subscription and Contract, which govern relations with subscribers and are additional to the

Service Charters, are published on the following websites telecomitalia.it, tim.it, impresasemplice.it and nuvolaitaliana.it.

The General Conditions of Subscription for fixed telephony are also published in telephone directories.

Furthermore, in order to comply with the various resolutions of the Italian communications authority regarding quality, the

objectives set for each year for the individual services (fixed and mobile voice services, Internet access services, call centre

services for customer support) are published on the relative websites. A selection of the objectives and their respective
levels of achievement is set out in the Appendix.

The other undertakings given by the Group are contained in the following documents, which are available in the sustainability

section of the Internet site:

m Respecting Human Rights in the Telecom Italia Group, which emphasises that the telecommunication sector is strategic
in terms of Human Rights because it affects the accessibility of technology and services (geographical and social
digital inclusion) in particular for the most vulnerable, as well as the right to privacy, personal data protection and
freedom of expression, particularly online;

m Social responsibility in the Telecom Italia Group, on compliance with labour standards within the Group, with particular
reference to child labour, forced labour, health and safety, freedom of association, discrimination, disciplinary
procedures, working hours and pay;

m Relations with suppliers in Telecom Italia Group’s procurement process, which governs the negotiating ethic of the Group
(transparency, the separation of roles, fairness and traceability) and the requirements that Telecom Italia demands of
its suppliers in the area of working and environmental standards;

m Green Procurement Policy which is intended to minimise the environmental impact directly attributable to the
Company and its suppliers in the context of the procurement process.

m Telecom lItalia Group Guidelines on Voluntary Contributions to the Community, which govern the ways in which the
Group makes investments in favour of the communities in which it operates;

m Code of conduct for the confidentiality of OLO (Other Licensed Operator) Data, which ensures the proper handling and
confidentiality of data by the departments that supply services to other operators;

m Telecom Italia Group Guidelines for Responsible Marketing, which outline the principles followed by the Group to ensure
honest, transparent and fair business practices in addition to those contained in the Charters and Codes mentioned
above.

The Code of Ethics and Conduct of Telecom ltalia, currently being revised following the conclusion of the “organisational
identity development!workshop, underlines some of the key principles for all the people working in the Group:
m Excellence of the service
We pursue excellence towards customers, creating value for the shareholder and the communities in which we operate.
m Ethics and Compliance
We operate in compliance with the law and with universally accepted ethical principles, based on transparency,
fairness and loyalty.

! More details on the workshops are available in the Telecom Italia people chapter.
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m Competition
We promote fair competition that serves the interests of customers and of every player in the market.

= Human resources
We value the Group’s human resources, respecting each other’s differences, within a framework of loyalty, observance
of ethical values and trust.

m Communication
We ensure the transparency of our actions in our relationship with customers, the market, investors, the community,
employees and all stakeholders in general.

m The Community
We contribute to the prosperity and growth of the communities in which we operate, respecting the environment and
the rights of future generations.

m Health and Safety
We protect health and safety in the workplace, ensuring respect for the physical and moral integrity, rights and dignity
of workers

Fight against corruption

[G4-SO3a]Corruption is widely recognised as one of the main factors threatening socio-economic growth and the well-

being of the population. Preventing corruption has always been an important part of the Telecom Italia internal control

system in all its companies. Over time, oversight and control systems have evolved and the scope of its companies has
changed. Here we shall concentrate on the Group’s existing scope, which consists of the following Business Units: Domestic

(which includes all the commercial and technical activities related to telephony, Telecom Italia Sparkle, INWIT and Olivetti),

Brazil and Media (see Telecom Italia Group/Group profile).

[G4-DMA Anti-corruption] The Group’s system for identifying, preventing and controlling corruption risks is the “231

Organisational Model”, pursuant to Legislative Decree 231/2001, a compliance programme for preventing offences pursuant

to Legislative Decree 231/2001 which can result in administrative responsibilities being placed on the Company. The Group

Organisational Model and the Brazilian Organisational Model identify the processes that are at risk of corruption offences,

in particular relating to the management of relations with public entities (e.g. management of inspections and procedures,

representing the Company’s position in respect of the Authorities, requesting authorisations, managing subsidised loans,
tender notices), negotiations with customers (commercial negotiations, calls for tenders), identification and management
of counterparts in commercial relations, partnerships, joint ventures, purchase of shareholdings, purchase of goods and
services, consulting and professional services. During 2015, due diligence was adopted for the assessment of counterparts

(donations, business partnerships, M&A?) with the scope of the Italian companies. As regards Brazil due diligence was

adopted in 2015 as part of the procurement process (suppliers of goods and services/consultancy and professional services).

231 Organisational Model consists of:

m the Code of Ethics and Conduct of the Telecom Italia Group, where the general principles (transparency, fairness,
loyalty) that guide the Company in the organization and conduct of business are indicated;

m the “general principles of internal control”, as a blueprint for achieving the objectives of operational efficiency and
effectiveness, reliability of financial and management reporting, compliance with laws and regulations, safeguarding
of company assets against possible fraud;

m the “principles of conduct”, which consist of specific rules for relations with third parties and for all fulfilments and
activities of a corporate nature;

m the “internal control check-lists” that describe business processes at risk of crime, any predicate offences relating to
them, the preventive control activities and the behavioural indications aimed at avoiding the related risks

The Internal control check-lists have been developed according to the following principles: (i) the separation of roles in

undertaking the principal activities involved in business processes; (ii) the traceability of decisions, to allow for identification

1 Merger&Acquisition
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of the points of responsibility and the motivations for the decisions themselves; and (iii) the objectification of the decision-
making processes, so that decisions are not made on the basis of purely subjective considerations, but based on pre-
established criteria.

In August 2015, a version of the “231 Organisational Model” was adopted which covers all the new types of offence (false
accounting, self-laundering, environmental crime). This version, like the previous one (2013), also complies with the relevant
compliance programme for the application of international anti-corruption laws, such as the FCPA and the UK Bribery Act.
In particular, in 2015, in support of the Organisational Model and to complete the work done in previous periods (gifts
policy, entertainment expenses, events, sponsorships), the donations management procedure was adopted and the M&A
procedure was updated. A procedure for membership fees is currently being finalised.

[G4-SO3b] The areas identified as being at risk of corruption are:

gifts and entertainment expenses

events and sponsorships

donations/membership fees/contributions to non-profit organisations
consulting, intermediation, relations with business partners and suppliers
joint ventures, acquisitions and transfers

and furthermore:

m sale of goods and services

m relations with Institutions/Authorities

authorisations and concessions

subsidised financing

legal and arbitration proceedings

health and safety at work obligations

environmental protection obligations

staff selection and recruitment

operations carried out by the Executive Directors

operazioni svolte dal Vertice Aziendale

[G4-DMA Anti-corruption] It is specifically prohibited to directly or indirectly receive, demand, give or offer compensation
of any kind, gifts, benefits of an economic or other useful nature to or from a public or private subject and/or the body such
subject directly or indirectly represents that: (a) exceed a modest value and the reasonable practical limits of courtesy
and, in any event, (b) are capable of being interpreted as designed to unduly influence the relations between the Group
Companies and the aforementioned subject and/or body it directly or indirectly represents, irrespective of the aims pursued,
including exclusive aims, in the interests or to the benefit of the individual Company or Group.

Nor are “facilitation payments” permitted. These are unofficial modest payments made to speed up, favour or secure the
execution of a routine or otherwise expected activity that is part of the duties of the public or private subject with which the
Group companies has relations.

The aforesaid principles are stated in a specific Group Policy on the fight against corruption, which focus in particular
on donations, gifts and/or participation in charitable organisations, foundations, non-profit organisations, providing for
contributions to be made exclusively to organisations with a proven reliability and recognised reputation, subject to due
diligence, and in accordance with the budget prepared on the basis of cost-effectiveness and reasonableness criteria.
[G4-DMA Anti-corruption] The above areas are the criteria by which processes or activities are judged to be at risk or not
(each process/activity is at risk if it includes these areas) .

The Organisational Model is complemented by the Supervisory Body, which is responsible for supervising the operation of
the Model, ensuring it is complied with and updating it. Pursuant to Legislative Decree 231/01 article 6 (4bis), the functions

! Furthermore, Telecom Italia’s procedures for transactions with related parties specify all the measures to be adopted in order to mitigate the risk associated with these
transactions (the procedures are approved by the Board of Directors and are published at http://www.telecomitalia.com/tit/en/about-us/governance-system/procedures.
html).
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of Supervisory Body are assigned to the Board of Statutory Auditors appointed by the Shareholders’ Meeting of May 15, 2012.
Amendments to the Model are drafted by a Group managerial committee called Steering Committee 231, briefed by the
Supervisory Body and approved by the Board of Directors when of a significant nature.

In order to support the Supervisory bodies of the Companies belonging to the Group, the Compliance Department of Telecom
Italia includes a specific structure (Compliance 231) in charge of managing violations of the Organisational Model and carrying
out specific compliance interventions also according to the evidence received via the information flows established inside the
Group.

[G4-SO3a] The 231 Organisational Model currently covers all the Group’s Business Units and [G4-SO4] has been approved by
Telecom Italia’s Board of Directors since 2003 (successive amendments have been approved since then), while in December
2012 a specific Anti-Corruption Policy was adopted, which is referred to in the Organisational Model itself. Furthermore,
in August 2014, the Board of Directors of TIM Partecipagdes approved the Organisational Model in accordance with the
recent local anti-corruption law (Ley 12846/13) and the relevant provisions required at Group level. Previously, Brazil had
adopted corruption prevention procedures, including the Anti-Corruption Policy of May 2013. [G4-SO4] In the case of Italian
companies, 231 Organisational Model and the anti-corruption policy are communicated to all employees while commercial
partners are required to confirm their adherence to the principles contained therein®. In Italy, in 2015, e-learning training on
the 231 Organisational Model and anti-corruption aspects was completed? Note also that the on-boarding training provided
to new recruits at Telecom Italia S.p.A. included specific anti-corruption sessions.

E-learning training campaigns run in Italy*

2015 ‘ 2014 ‘ 2012
Senior Managers 42 718 865
Middle Managers 185 3,787 4,270
Others 10,828 33,877 30,143

*Unit of measurement: people

In Brazil, communication on anti-corruption matters, with employees and partners, was launched in 2014 and new classroom
training activities were delivered during 2015 aimed at the departmental focal points, the people who manage relations with
public bodies and legal advisors®. As part of the awareness-building activities focused on combating corruption, the Code
of Ethics was signed by over 13,000 employees 99.7% of the employee and collaborator (such as the people working in the
stores) target.

[G4-DMA Anti-corruption] Employees are trained every time the Organisational Model undergoes substantial changes
Telecom lItalia has made the e-learning training module on the 231 Organisational Model and anti-corruption aspects
available to corporate bodies of all national subsidiaries.

[G4-SO5] Noincident of corruption has taken place in the Group companies in the past 3 years, nor have any legal proceedings
been started on grounds of corruption against Group companies in the same period. With regard to suppliers, in the past 3
years Telecom Italia has never terminated a contract for reasons related to corruption. Only on one occasion, in 2014, has
Telecom Italia suspended new activities with a supplier because it was charged with corruption.

[G4-DMA Anti-corruption] Telecom Italia is a member of the “231 and Legality” working group set up as part of the initiatives
taken by Confindustria. During 2015, the Compliance 231 department participated in the working groups set up at Business
20 (B20) to implement the recommendations made at the G20/B20 on anti-corruption matters and, in particular, to develop
an international training toolkit intended for small to medium companies (SMEs), presented at the G20 Summit in Antalya
in November 2015. In this context, the company has become involved in Confindustria’s “Legality and 231” working group for
subsequent implementation of the plan in respect of SMEs.

! Commercial partners include suppliers of orders worth over 3,000 euros, joint ventures, consultants.

2The training campaigns are not necessarily annual but depend on changes made to the Model or other organisational requirements.

3In December 2015 the e-learning course on the Organisational Model and anti-corruption aspects was launched. The Group will shortly consider the possibility of representing
the above data in comparable terms.
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KEY ECONOMIC PERFORMANCE DATA AND ECONOMIC VALUE GENERATED AND
DISTRIBUTED

The Group aims to achieve a balance between the three dimensions of sustainability:

m environmental: maintaining the function of ecological systems, ensuring a balance between the use of natural
resources and the company’s activities;

m social: promoting the principle of fairness between generations and within the same generation;

m economic: maintaining and increasing capital.

[G4-9] The Group reports on what it does to achieve this objective in the sustainability Report, which focuses primarily on

environmental and social sustainability, as well as aspects that are both of a social and economic nature (e.g. customer

care and innovation management) and the Annual Financial Report, which discusses the Group’s economic performance

in detail. In order to give a comprehensive view of the Group’s sustainability, we have provided some summary data of

economic performance below, which are drawn from the Annual Report.

Telecom Italia Group - Main economic, financial and operational data by Business Unit

(million euros) Revenues EBITDA Industrial investments Headcount at year-end

BU 2015 2014 2013 2015 2014 2013 2015 2014 2013 2015 2014 2013
Domestic 15001 15303 16,388 5567 6,998 7741 5086 2,783 3,031 52,644 53,076 53,377
Brazil 4636 6244 6,945 1,449 1774 1,812 1,626 2,195 1349 13,042 12,841 12,140
Media 82 71 124 37 25 (2) 8 6 20 64 89 84
Other activities 49 - - (51) (12) (15) - - 117 19 22

Adjustments and
eliminations

Consolidated total 19,718 21,573 23,407 7,004 8,786 9,540 6,720 4,984 4,400 65,867 66,025 65,623

(50) (45) (50) 2 1 4 - - - = - _

[G4-9] The distribution of revenue by product and service is shown in Note 25 of the Telecom Italia Group’s consolidated
financial statements.

Telecom Italia Group - Other consolidated economic and financial data

(million euros) 31.12.2015 ‘ 31.12.2014 ‘ 31.12.2013
Total net equity 21,542 21,699 20,186

- attributable to Parent Company Shareholders 17,819 18,145 17,061

- attributable to minority shareholdings 3,723 3,554 3,125
Profit (loss) for the financial year attributable to Parent Company Shareholders 168 1,350 (674)
Profit (loss) for the financial year attributable to Minority Shareholdings 729 610 436
Net financial accounting debt 28,475 28,021 27,942
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[G4-9] The trend in the Group’s capitalisation and debt is shown in the Report on Operations of the Telecom Italia Group.

[G4-9] The following table shows one of the Group’s key management data figures: the trend in fixed and mobile telephone
service access lines.

Telecom lItalia Group - Main operational data by Business Unit

(thousands)/Year-end figures 31.12.2015 31.12.2014 31.12.2013

DOMESTIC FIXED
Physical connections 19,209 19,704 20,378
Broadband connections 8,890 8,750 8,740
DOMESTIC MOBILE

Number of lines 30,007 30,350 31,221
BRAZIL
Number of lines 66,234 75,721 73,431
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[G4-EC1] The economic value generated and distributed to stakeholders is shown below. Since 2008, the method of
presentation recommended by the GRI has been adopted, with appropriate adaptation.

Telecom lItalia Group - Economic value generated and distributed

(million euros) 2015 ‘ 2014 ‘ 2013

Direct economic value generated

a) Total revenue and operating income 20,005 21,974 23,731
b) Interest payable and dividends paid 216 228 149
c) Net gains (losses) on disposals of non-current assets 336 29 (82)
d) Direct economic value generated (a+b+c) 20,557 22,231 23,798

Economic value distributed

e) Operating costs 9,296 9,951 10,976
f) Employee costs 3,589 3,119 3,087
g) Shareholders and providers of capital 2,291 2,259 2,508
h) Taxes and duties 532 852 961
i) Economic value distributed (e+f+g+h) 15,708 16,181 17,532
Economic value retained (d-i) 4,849 6,050 6,266
Wages and salaries 2,296 2,202 2,183
Social security costs 834 801 788
Other expenses 459 116 116
Employee costs 3,589 3,119 3,087
Purchases of materials and services 8,533 9,430 10,377
Other operating costs(*) 1,375 1,057 1,190
Change in inventories 44 52 (48)
Internally generated assets (656) (588) (543)
Operating costs 9,296 9,951 10,976
Dividends distributed 262 319 595
Interest payable 2,029 1,940 1,913
Shareholders and providers of capital 2,291 2,259 2,508
Income taxes 416 734 833
Indirect taxes and duties 116 118 128
Taxes and duties 532 852 961
- regarding Domestic BU 381 724 826
- regarding Brazil BU 121 122 126
- regarding activities abroad/other 30 6 9

(*) Mainly includes write-downs and charges connected with the management of non-financial credits of 345 million euros (375 million euros in 2014), risk provisions
equal to 330 million euros (84 million euros in 2014), and contributions and fees for the performance of TLC activities of 342 million euros (449 million euros in 2014) net
of “Indirect taxes and duties” of 116 million euros (118 million euros in 2014) included in the item “Taxes and duties”.
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Telecom Italia Group - Contribution to the community

(million euros) 2015 ‘ 2014 ‘ 2013

Distribution of contribution

Charity 03 0.9 18
Investments in the community 17.6 71 233
Initiatives in the community * 9.4 14.5 21.5
Total 273 225 46.6

The contribution to the community is calculated according to the London Benchmarking Group (LBG) guidelines. The
calculation has been done using management data partly based on estimates.

More than 150 major international companies subscribe to the LBG, which was founded in 1994 and is the global gold
standard for the classification of voluntary contributions made by companies in favour of the community.

In line with the LBG model, in order to measure and represent the Group’s commitment to the community, the contributions
paid out have been subdivided into three categories (donations, investments in the community, initiatives for the
community). In the first, the charitable spirit prevails, the third includes initiatives that combine a benefit to the community
with a commercial interest on the part of the Company. For further information regarding the LBG model and its investment
classification criteria on the three levels, see the sustainability section of the telecomitalia.com website and the Ibg-online.
net website.

Telecom Italia Group - economic shared value CSV projects
The estimate of economic shared value generated by the 17 CSV projects during 2015, in Italy, was over 12 billion euros. The
details of the values of the individual projects are given in the corresponding chapters.

! Among the initiatives for the community worth note: the Junior TIM Cup, a joint project with the CSI - Centro Sportivo Italiano - and Lega Serie A to promote football in
parish youth centres and reflect on delicate issues such as cyber bullying and digital well-being; TIM Guarda Avanti, an initiative for talking to young people about their
future and making them aware of the danger of using mobile phones while driving; the VOLLEY TIM CUP promoting ladies’ volleyball and team sports as a way of building
a sense of loyalty and belonging to a group, whether sports or equivalent, which characterises their daily routine and helps their physical, civil, social and cultural growth.

Sustainability Report 2015 | Telecom Italia 23



Telecom Italia Group

REFERENCE CONTEXT

Legal and compliance framework

The Group’s activities are conducted in full compliance with current laws in the Countries in which it operates and with
universally accepted ethical principles, based on transparency, fairness and loyalty.

[G4-DMA Public Policy], [G4-DMA Compliance] The main changes in the relevant legislation for the Group are regularly set
out in the Report on Operations of the Telecom Italia Group (see the Main changes in the regulatory environment chapter),
while public administration engagement activities are described in the Corporate Shared Value chapter of this Report.
Relations between the Group and its employees and public administration are carefully regulated and controlled by the 231
Organisational Model, briefly presented in this chapter. [G4-SO6] In particular, the Code of Ethics explicitly bans any direct
or indirect disbursements, contributions, advantages or benefits of any kind to political parties, political movements or trade
unions or to their representatives or candidates.

[G4-DMA Grievance Mechanisms for Impacts on Society], [G4-SO11] No reports have been received over the past three
years, via the main company reporting mechanisms described in Telecom Italia Group/Corporate Governance System chapter,
regarding alleged damage caused to the community by Telecom ltalia, including damage of an environmental nature,
discrimination against the population in terms of coverage, and corruption.

[G4-DMA Compliance], [G4-EN29] In its environmental management systems, the Group is very careful to comply with the
environmental laws of the countries in which it operates. There have been no significant disputes of this nature over the
past three years.

Competitors

[G4-DMA Anti-competitive Behavior] Telecom lItalia is committed to promoting fair competition, a factor considered to
be in its interests and those of all market operators, customers and stakeholders in general, promoting and participating in
initiatives and projects, together with competitors, and in the management of technical round tables and the activities of
trade associations.

Our target audiences in this respect are:

m OLOs (Other Licensed Operators);

m the Italian Communications Authority (AGCOM);

m the Italian Competition and Market Authority (AGCM);

m associations, federations and national and international trade associations.

Telecom lItalia manages relations with associations, coordinating representation activities in respect of Confindustria and
other Trade associations.

Initiatives at national and local level consist of actions and meetings about business development and protecting the
company’s interests in the fields of economics, regulations, trade unions and labour. These initiatives are based on dialogue
and comparing respective positions in order to identify, where possible, a common position for the sector to be presented to
national and Community institutions.

The Group is a member of over 100 local associations, including, in particular, CD Confindustria Digitale and Associazione
delle societa di TLC (Telecommunications Companies Association). Since 2010, Telecom Italia joined Assinform, the national
association of leading Information Technology companies operating in the Italian market, which acts as a link between
the main economic, political and institutional entities for the development of Italy as a national system by recourse to
innovation and new technologies.

Together with the other operators, Telecom Italia takes part in the Ugo Bordoni Foundation (FUB), which aims to carry out
research and studies in the communication and digital technology sector for the purpose of promoting scientific progress
and technological innovation. The Foundation, in which public administration performs management and control functions,
provides advice to Parliament, the Government and independent administrative Authorities.

Telecom lItalia also participates in the Audio and ICT District, a consortium of around 60 businesses operating in the
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information technology, telecommunications, networking and media sectors. Sponsored by the Municipality of Rome, the
Union of Industrialists and the Rome Chamber of Commerce, the objective of the District is to express and represent, within
its field, the industrial activities and services operating in the new economic area of the great convergence or multimediality.
In order to monitor the competitive situation, quantitative surveys are periodically carried out on a representative sample of
the adult Italian population to measure the effectiveness of advertising for telecommunication services. These measure how
well the individual operators are known, unprompted and prompted knowledge of advertising, recollection of advertising
content, enjoyment of advertising and likelihood of entering into a contract.

For many years now, the Company has had an overall Group reputation monitoring service related to all types of media
(print and online, radio, TV, social web). The tool analyses and compares Telecom lItalia’s presence and that of its main
domestic competitors. The system allows Telecom lItalia to be positioned quantitatively (number of hits and visibility) and
qualitatively (positive or negative arguments, sentiment, image profile) in the competitive context, highlighting the positive
and negative areas in the individual media. An alerting system has also be activated on subjects that may potentially have
an impact on the Group’s reputation.

As part of the rebranding project, in Italy, a monitoring system was activated which annually assesses the impact over time
of the evolution of the new single TIM commercial brand in the domestic market.

Services to OLOs

The Telecom lItalia National Wholesale Service (NWS) Department, which, as of November 2015, has been hierarchically
subordinate to the Wholesale Department, is the point of contact for OLOs and ISPs regarding the provision of network
infrastructure and services for subsequent marketing by the said OLOs of electronic communication services to their
own customers. NWS is responsible for pre- and after-sales design, identifying requirements and drawing up offers and
contracts, sales, support and billing for products/services supplied. Organisational and administrative separation between
the retail departments of Telecom Italia and NWS, which is verified every year by an external body, ensures compliance
with the principles of equal treatment and non-discrimination established by current regulatory provisions and in particular
Resolution 152/02/CONS.

On an annual basis, NWS draws up and submits the reference offers (RO) for the various regulated wholesale services. The
process of approval of each reference offer involves joint examinations and reviews designed to provide the clarifications
requested by AGCOM, which approves its contents and monitors the work of the NWS in order to ensure that competition
is safeguarded. AGCOM also acts as the guarantor and relevant authority in cases brought by OLOs/ISPs and end users on
regulatory matters.

In addition to the regulated services, NWS offers infrastructure and transmission capacity, data access and transmission,TLC
equipment hosting, outsourcing and all the added value services that allow operator networks to be “virtualised”.

Each OLO has a direct relationship with its own account manager in the sales department of NWS, who receives the
customer’s requests and customises the respective supply contracts in accordance with current regulatory requirements.
In particular contracts relating to regulated services include clauses which provide for constant monitoring of the various
stages of the supply of the service, ensuring that a number of the main indicators are subject to periodic notification to
AGCOM. The interests of the client are safeguarded on a continuous basis, formalised through a process of conference calls,
video conferencing and meetings involving all the company departments concerned.

For further information regarding dialogue and involvement initiatives (Wholesale Working Together, Focus Days Wholesale
Portal), caring initiatives and the actions taken to measure OLO satisfaction go to the Telecom Italia Wholesale websites:
wholesale.telecomitalia.com and widedigitalspace.wholesale.telecomitalia.com

The Italian Communications Authority (AGCOM)

Telecom Italia interacts with AGCOM in order to contribute to the administration of the regulatory process on matters
considered concrete to the growth in value of the Company. For this purpose, Telecom Italia pursues an honest dialogue
and ongoing discussion with the Authorities and institutions with the aim of achieving a simple, effective and symmetrical
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regulatory framework. Furthermore, the Group makes its own knowledge available by participating in public consultations,
institutional hearings, conventions, public meetings and by presenting appropriate testimony and petitions. The constant
discussions with AGCOM and the institutions ensure that Telecom Italia gathers their opinions, supplying transparent, reliable
responses, and anticipates events, creating and exploiting the best opportunities for the Company. For further information
on legal provisions that regulate public consultations, market analyses, fact-finding surveys and dispute resolution among
operators see the sustainability section of the website telecomitalia.com.

Telecom Italia provides the answers required (e.g. public consultations, defensive testimony, supply of data and information
of various kinds, etc.) and always ensures the completeness and reliability of the contribution.

In the case of violation proceedings, Telecom Italia presents testimony, expert reports and other defence documents,
requesting a hearing by those responsible for the proceedings on the facts that are the subject of the dispute. The Company
is considering whether to submit a proposal, subject to the termination of the disputed conduct, aimed at improving
competitive conditions in the sector, removing the anticompetitive consequences through suitable and stable measures.

The Italian Competition and Market Authority (AGCM)

As part of the protection of competition and the consumer, the Group interacts with the Competition Authority both in a
preventative way and during proceedings launched by it.

In addition to responding to the requests regularly sent by the Authority in the performance of its duties pursuant to
Law 287/90 and the Consumer Code, in order to ensure transparency, the company’s departments preventively organise
information meetings aimed at providing a clearer understanding of the evolution of the market and its effects on the
Authority’s areas of responsibility.

The areas in which prior information is provided include the development of the Group’s offer, the company’s position on
strategic issues such as the development of the access network and net neutrality, the development of pricing criteria
adopted in the markets in which the Company is in a dominant position, and the technical and economic characteristics of
certain offers disputed by competitors.

In the event of dispute proceedings being launched, the Group presents its case in the appropriate forums, in some cases
presenting the Authority with undertakings that will reduce the alleged anti-competitive aspects at the centre of the
proceedings. After having assessed these undertakings, the Authority may make them compulsory and end the proceedings
without imposing any financial penalty.

Within the Company there are preventive controls on processes with potentially significant impacts in Antitrust terms
such as, for example, the drawing-up of marketing plans, the development of contracts, conditions for the provision of
telecommunication services, the development of the company’s information systems. The controls are aimed at ensuring
that the operational management of the processes take into consideration these potential impacts. In order to raise
awareness and disseminate a correct approach to the subject, as a follow-up to the online training programme launched in
2010, in 2013, management were offered a specific classroom training course on the application of competition law. In 2014,
training activities continued for staff belonging to the National Wholesale Services function. Between the end of 2015 and
the beginning of 2016, a new edition of the online course was published, provided and used by about 3,000 employees. In
2016 the same employees will be given classroom training.

[G4-DMA Anti-competitive Behavior] During 2015, the Company launched a Compliance Antitrust activity with the help of
an external law firm specialised in competition law. The initiative is part of the constant training activity being carried out
on competition law, which has until now been organised and implemented by the internal Antitrust department.

The activity, which ended in December, was split into the following stages:

m interviews with previously identified senior staff;

m checking of documents contained on the personal computers of a specific number of managers previously selected in
order to perform an objective collection of such documents;

competition training;

review/writing of an competition code of conduct;

internal competition procedure;

establishment of the specific competition compliance programme
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With this activity, Telecom Italia wants to strengthen the values of transparency and fairness that are the basis of its
actions, in accordance with the Group’s Code of Ethics and Conduct.

[G4-SO7]the Group’s main disputesinthis respect are listed and described in Note 24 (Contingent liabilities, otherinformation,
commitments and guarantees) of the Consolidated Financial Statements, particularly in the Significant disputes and
pending legal actions section. [G4-SO8] The same Note contains a description of all the Group’s other disputes.

Undertakings regarding the access network

In December 2008, AGCOM approved the voluntary undertakings presented by Telecom Italia with Resolution 718/08/CONS,

subdivided into 14 groups (plus three additional groups of a methodological nature: variation, expiry, modulation). The

impact of the undertakings on stakeholders, both internal (shareholders) and external (customers, institutions, competitors,
community) can be broken down into different aspects. Specifically:

m greater satisfaction of wholesale and retail customers, achievable by promoting innovation in internal processes,
the qualitative development and improvement of the fixed access network and respective services, the reduction of
disputes;

m development of fair competition among competitors, which is considered to be in the interests of the Group, the
market, the customers and stakeholders in general, promoting equality of technical and economic treatment among
the marketing departments of Telecom Italia and the other operators;

m maintenance of competitive conditions in the transition to new generation networks, in order to ensure the creation of
an open network able to offer the Community high quality services;

m more transparency in the evolution of fixed access network for competitors and institutions through communication of
the technical plans for quality and development of the infrastructure;

m fulfilment of requests received from AGCOM, consumer associations and alternative operators, contributing to the
development of a relationship and problem resolution model based on constructive relationships founded on a climate
of trust and continuous discussion

A fundamental requirement for the fulfilment of these undertakings is the development of a new culture centred on
the concept of Equivalence! and the role of Open Access, the structure set up to provide access services to the Retail
sales department of Telecom lItalia and other alternative operators through NWS (for further information see Services
to OLOs section). The access network is an infrastructure of primary importance for the whole country and is used by
alternative operators in the market to connect their infrastructures and offer services to the community. The Open Access
and NWS activities for the production and sale of access services are separate and managed independently from the
other commercial departments of the Telecom lItalia Group. Also in 2008, the Supervisory Body was set up, a supervisory
committee that verifies the proper fulfilment of the undertakings, the equality of access by other operators to the fixed
network infrastructure and the achievement of service quality objectives.

In November 2011 AGCOM, with Resolution 600/11/CONS, acknowledged the full implementation of the undertakings by

Telecom Italia while continuing monitoring activities with special reference to some particularly important aspects concerning

guarantees of Equivalence (new provisioning system, information databases and equality of treatment indicators).

Following AGCOM Resolution 1/12/CONS, with which Telecom Italia was named as an operator with significant market

power in NGAN access services as well, as of July 2012 the equivalence model was extended to these services as well.

The equivalence model, which is constantly monitored by AGCOM and the Supervisory Body, has evolved, transposing and

adapting itself to the provisions recently defined by the Authority regarding the development of new generation networks,

! The concept of Equivalence, introduced by Resolution 718 of 2008, exceeds the concept of equality of treatment referred to in Resolution 152 of 2002. Essentially, “being
equivalent” means:

« behaving in a way that does not discriminate against competitors; or serving the customers of other operators as if they were retail customers of Telecom lItalia, which
means providing the same services, under the same conditions and above all an identical standard of quality;

« ensuring the transparency of the market, making technical, economic and commercial information public, including the terms and conditions for the supply and the use of
services, and the characteristics and development plans for the access network;

« guaranteeing access to and use of network resources, accepting all reasonable requests from OLOs;

« setting cost-driven prices and having specific accounting information regarding these prices
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particularly in respect of the methods for fulfilling co-location and cabinet access obligations (Resolutions 747/13/CONS and
155/14/CONS).

Further to the EU Recommendation of 2013 on non-discrimination?, which identifies Equivalence of Input (Eol) as the
most appropriate model for ensuring full equality of internal and external treatment in respect of NGA services, and the
EU Recommendation on new relevant markets of 20142, in its resolution 42/15/CONS the Authority updated the public
consultation regarding the identification and analysis of fixed network access service markets, carrying out a detailed
assessment of the proportionality of the Eol obligation applied to the Italian context, in order to define a more suitable
equivalence model for the regulatory period in question. In view of the results of the consultation, the Authority drew up a
draft resolution which was submitted for examination to the European Commission and is now awaiting final publication.
The Authority found that the application of the Eol principle is not proportionate, neither for services on the copper network
nor for services on the NGA network AGCOM has asked Telecom Italia to strengthen its Equivalence of Output model (EoO)
in respect of the following areas in particular:

m key performance indicators and quality targets;

governance of the EoO;

SLAs® and penalties;

databases available to alternative operators;

unbundling of ancillary services.

On November 5, 2015, the Group board approved a new equivalence model, aimed at further strengthening the efficiency
and effectiveness of the processes for activating and maintaining the Telecom Italia fixed network wholesale access services
supplied to its own commercial divisions and OLOs, which reflects the recent regulatory guidance.

The new equivalence model places Telecom Italia’s commercial divisions and the OLOs on an equal footing, strengthening
the internal and external equality of treatment and ensuring greater transparency in the management of line activation
requests.

In order to implement the above, a change to the Company’s organisational structure has been introduced which has made
Open Access and NWS hierarchically answerable to the same head of the Wholesale department, as described in the
Services to OLOs section.

Relations with the regulation and competition authorities in Brazil

TIM Brasil maintains participatory and collaborative relations with ANATEL (Agéncia Nacional de Telecomunicagdes) and
CADE (Conselho Administrativo de Defesa Econdmica), the authorities involved in regulating the telecommunication sector
and the competition and markets respectively.

TIM Brasil has been working with ANATEL on developing the debate around a regulatory framework for telecommunications
that will facilitate growth in the sector and the economy as a whole. The dialogue is primarily aimed at identifying the most
relevant issues and reducing the typical barriers in the sector, particularly in order to develop important regulatory texts on
issues such as managing the frequency spectrum, network sharing and interconnection, coverage of rural areas.

TIM Brasil has a transparent and collaborative relationship with CADE, which it has a duty to notify of mergers, acquisitions
and agreements, and to provide timely disclosure thereof. Furthermore, the Company promotes debates and studies and
cooperates with academic institutions to support research on market and competition policies.

! European Commission Recommendation of September 11, 2013 (2013/466/EU) on consistent non-discrimination obligations and costing methodologies to promote
competition and enhance the broadband investment environment.

2 European Commission Recommendation of October 9, 2014 (2014/710/UE) on relevant product and service markets within the electronic communications sector
susceptible to ex ante regulation in accordance with Directive 2002/21/EC of the European Parliament and of the Council on a common regulatory framework for electronic
communications networks and services.

3 Service Level Agreements.
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Organisations and Institutions

[G4-DMA Public Policy] Telecom Italia is determined to continue its collaborative and transparent relations with national
and supranational institutions in order to facilitate dialogue on matters of mutual interest and to ensure the Group’s
viewpoint is faithfully represented.

Our target audiences in this respect are:

central national institutions: Parliament, Government, Ministries, Public Administration;

local institutions and their associations:

AGCOM, AGCM, the Italian Data Protection Authority; Electricity, Gas and Water System Authority

European and international institutions: EC, European Council and Parliament, BEREC* , OECD? , UN? , Global Compact,
UNEP*, UNFCCC®, ITU® and other UN agencies.

Central and national institutions

Lobbying activities are principally conducted with the parliamentary committee members of the upper and lower houses of

the Italian parliament concerned with issues that could impact on the company, including those of an economic and financial

nature or concerning privacy, telecommunications, Internet and TV. Involvement in parliamentary hearings is also a way of
examining specific issues in detail and creating opportunities for discussion about matters being debated in parliament.

The monitoring of law-making activity among institutions often leads to amendments to individual measures being proposed.

Moreover, Telecom lItalia provides information to ministries (mainly the Ministry of Economic Development) regarding the

activities of the inspection body (parliamentary questions) directed at the Group.

National legislative activity specifically monitored by Telecom Italia during 2015 mainly concerned draft legislation being

examined by the Italian parliament and the law decrees introduced by the Renzi government which might have an impact

on the electronic communications sector.
The approval process of the following legislative measures was therefore monitored on a constant basis:
m Law No. 115 of July 29, 2015 “European Law 2014”, which contains a provision regarding administrative rights in the
communication sector: the provision, which is aimed at ending European Commission infringement proceedings no.
2013/4020, identifies the activities performed by the Ministry of Economic Development (MISE) and AGCOM, to be
funded by a contribution levied on operators (confirming the existing contribution mechanism), and introduces the
duty for the Ministry of Economic Development and AGCOM to publish an annual report on the costs incurred in
performing the activities for which they are respectively responsible.
m Ministry of the Environment Decrees (implementing Decree Law 179/2012 or "Growth Bis Decree”) which contain:
¢ guidelines regarding the procedures for the supply of performance data of radio mobile systems by operators and
for determining the power reduction factors of the systems themselves;

¢ guidelines on determining the electromagnetic field absorption values of buildings. These guidelines are
particularly important for operators, as they are indented to facilitate the effective deployment of LTE/4G
networks;

m Draft law to reform Chapter V of the Constitution, currently before Parliament, which abolishes the so-called
“concurrent legislative power” of the State and Regions and places communication under the exclusive legislative
control of the State. This change to the constitution is intended to overcome the dispute between the State and the
Regions over the legislative responsibility for requlating this matter, with particular reference to the installation of fixed
and mobile electronic communication infrastructure.

m Law No. 183 of December 10, 2014 on employment policy, known as the “Jobs Act”, which provides, among other
things, for a powers to be granted to the government to reform the rules on solidarity contracts. Particular focus was

! Body of European Regulators for Electronic Communication.
2 Organisation for Economic Cooperation and Development.

3 The United Nations Organisation.

“United Nations Environment Programme.

* United Nations Framework Convention on Climate Change.
¢ International Telecommunication Union.
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placed by the Group particularly on the process of approval of the respective implementation decrees, and in particular
on the one containing “Provisions for the reorganisation of legislation regarding social safety nets during employment”
(Legislative Decree No. 148 of September 14, 2015), which changes the concept of solidarity contracts as the causative
factor of extraordinary temporary unemployment compensation and makes them subject to the respective rules. The
legislative decree also essentially reintroduces the previous system of so-called “expansive” solidarity contracts.

m 2016 Stability Law (Law 208/2015) which contains several interesting general provisions on tax and welfare, including:
extension (introduced by the Stability Law 2015) of the de-contribution in favour of employers, for new permanent
staff appointments in 2016; extension of the tax reduction (reduced by 10%), for 2016, on worker productivity salaries,
for incomes of up to 50,000 euros; the provision reducing corporate income tax by three percentage points for 2016
and by a further half a point in 2017; provisions aimed at strengthening the centralised purchasing of goods and
services by public administrations for certain recurring categories of goods and services, and aimed at rationalising
public administration procurement processes for ICT goods and services. The law contains numerous social security
provisions, including: measures to protect workers from the increase in requirements for access to the existing pension
system; extension to 2016 of an experimental system for women who intend to stop working (applying the contribution
system, with 35 years of contributions and 57/58 years of age); introduction of rules aimed at actively supporting the
gradual retirement of older private sector workers (through forms of part-time work).

m  Annual draft law on competition, currently before Parliament, which contains provisions of specific interest to the
company regarding: elimination of restrictions to switching to another electronic communication and audiovisual
media supplier; maximum 24-month duration of contracts including promotional offers; duty for telephone service
operators to obtain proof of prior consent from customers when charging for subscription services offered by third
parties; simplification of the procedures for identifying customers when switching between mobile phone operators.

m Draft law regarding class action, currently before Parliament, aimed at strengthening this protection mechanism,
which would introduce new rules for compensatory class action by broadening the objective and subjective scope and
establishing financial incentives for the person bringing the action.

m Law No. 124 of August 7, 2015, containing “Delegated powers assigned to the Government to reorganise public
administration”, including delegated powers assigned to the Government to issue (within 8 months of the law coming
into force) one or more legislative decrees to restructure and rationalise expenditure on telephone tapping services,
and expenditure on the use of such services. One of the principles by which the Government must abide in exercising
these delegated powers is that the review of the price list of mandatory services must take account of the costs
and services, in order to achieve a cost saving of at least 50% on the rates stated in the existing price list. The public
administration reform law also introduces, among the guiding principles of the powers delegated to the Government,
the one according to which digital and electronic payments made in any form, including the use of phone credit for
micropayments, shall be the main form of payment to public administration bodies and public service operators.

Also the subject of specific monitoring was the Government Plan (approved on March 3, 2015 by the Council of Ministers)
regarding the Italian Broadband and digital growth strategy 2014-2020. The two strategies aim to bridge the digital divide in
the country, in terms of both infrastructure and services, in order to achieve the objectives of the European Digital Agenda.
Specifically, the New National Broadband Plan proposes to remedy the infrastructure gap by creating the most favourable
conditions for the integrated development of fixed and mobile telecommunication infrastructure, through a series of actions,
including a mix of public-private investments, in which the public sector will be involved through the use of several tools and
will be calibrated differently according to the area and the commercial attractiveness for private operators.

Finally, the company is also monitoring some parliamentary hearings, including the one which took place in the Transport,
Post and Telecommunications Committee on audiovisual and radio broadcasting services. The purpose of these hearings
was to determine whether existing legislation is appropriate to regulate the technological convergence between traditional
television broadcasting and internet services, with the option to use audiovisual content on multiple platforms; in this
context, Telecom Italia was also summoned for a hearing on March 10, 2015.
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Local national institutions
[G4-DMA Indirect Economic Impacts] At local level, Telecom Italia maintains constant dialogue with institutions on subjects
of a general nature regarding the electronic communications sector, with particular reference to network development
and to other issues of interest to the company’s business. The aim is to resolve any issues encountered, to guide the local
law-making process in such a way that it respects the national reference framework, to promote the Group’s image and
represent its position regarding these issues. The dialogue takes place both directly with local authorities and with their
representative associations: ANCI and UPI.

Monitoring and constant interaction with the decision-making centres of local institutions take place by means of hearings,

including the presentation of position documents relating to the drafting of local regulations, and involvement in workshops

as well as in the work of regional commissions and ministerial and specialist work groups. Furthermore, Telecom Italia
frequently organises communication initiatives on specific issues of local interest.

Coordination with the company departments operating at the local level is fundamental for the purpose of acquiring

information regarding the approaches and expectations of local institutions and providing suitable solutions.

Among the main subjects of dialogue with local authorities during 2015 we would highlight the following:

m the development of new ultrabroadband networks (NGAN - Next Generation Access Network) and the new LTE (Long
Term Evolution) standard; local coverage and increasing the digital inclusion;

m the drawing-up of protocols with local authorities in order to promote the use of non-invasive techniques (mini-trenches)
during excavation work, particularly in order to speed up the development of new generation access network coverage;

m draft regional laws and municipal regulations regarding the installation of mobile telephony systems and electromagnetic
fields (e.g. Umbria Law, Municipality of Rome Regulation, Municipality of Florence Town Planning Regulation, Venice
Town Planning Regulation), in order to represent the company’s requirements (particularly by submitting comments and
amendments and participating in hearings) in a way that allows all the various interests involved to coexist, with a view to
simplifying rules and standardising the relevant national provisions;

m proposed excavation rules, in order to ensure the consistency of the authorisation process and the respective regulations
with the relevant national regulations, particularly in order to ensure increased simplification at local level;

m the removal of public telephone equipment (telephone booths) which involved public consultation as part of a procedure
agreed with AGCOM,;

m promotion of Telecom Italia’s digital inclusion initiatives to facilitate the learning of new technologies and their proper use,
particularly by seeking new forms of partnership with municipalities as well as other partnerships and sponsorships;

m dissemination of digital innovation and culture, particularly by promoting agreements/partnerships with public
administrations;

m promotion of Telecom lItalia’s system of digital services for the creation of smart cities and particularly support for the
cities of Genoa, Turin, Milan, Naples and Florence. In this respect, we should mention: our involvement in the activities of
the Genoa Smart City association and in the Torino Wireless Foundation (a technological ICT district involving national
and local institutions, universities and research centres, businesses and financial institutions), our cooperation with the
Municipality of Turin and the Torino Smart City Foundation for the presentation of joint projects that can be implemented
within the Smart City initiatives framework;

m the performance of digital teaching test at a number of schools in the Lombardy Region, following the signing of a protocol
with 'USR Lombardy;

m the performance of research activities in cooperation with the Bocconi University, aimed at studying urban agendas in
eight Italian municipalities: Bergamo, Cuneo, Ferrara, Belluno, Pescara, Ancona, Taranto, Siracusa;

m the drafting of regional policy reports aimed at taking stock of the current situation and the evolution of regional policy
regarding digital services, network infrastructure and smart cities. In the third edition, 2015, significant enhancements
were introduced with the addition of further information plus a new chapter which summarises regional development
programmes of a strategic and economic nature in light of the new 2014-2020 programme of EU funds available. The 2015
edition is currently being prepared and the analysis of all Italian regions is expected to be completed during the first few
months of 2016.
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European and international institutions

Relations with European and supranational institutions are both institutional (e.g. participation in discussion platforms,
public consultations, workshops, meetings of parliamentary committees) and collaborative (meetings with the European
Commission, Permanent Representatives of EU Member States, the European Parliament, Agencies or working groups
and specialised studies under the auspices of EU institutions, including the Centre for European Policy Studies, etc.). The
company’s position in respect of BEREC and the European Commission is asserted through individual action and/or with the
involvement of other operators.

Among the issues tackled at European level, which were the subject of the main legislative/regulatory provisions relevant to
the Group, we would mention for example: the regulatory framework review, which involves a review of the network access
obligations, a reform of the universal service, and a review of the institutional structure of the powers of the Commission
and BEREC in implementing the new framework; the review involves a complex process of adoption in which the Parliament
and the Council will be required to adopt new rules around 2020. Telecom lItalia is actively participating in numerous
public consultations launched by the EC and BEREC based on the Single Digital Market strategy (and the Single Market
strategy), particularly the consultations on the review of the telecommunication framework, online platforms and the role of
intermediaries, the role of Over the Tops (OTTs) and the regulation of Internet of Things (loT) services. Of particular note are
also the new data protection regulation, participation in the stakeholder table for drafting the new rules on online purchases,
the procedures for notification of the decisions of National Regulatory Authorities to the Commission pursuant to article 7 of
framework directive, the implementation of the new Recommendation on Relevant Markets, the BEREC public consultation
documents and the regulatory framework interpretation and implementation documents discussed and adopted in the
context of the BEREC annual work programme, the review of the Directive on Payment Services, involvement in the expert
groups on Cloud Computing (C-SIG) with regard to the drafting of Service Level Agreement - SLA -, of a Code of Conduct on
the protection of personal data in the cloud environment and the drafting of standard contract clauses for cloud services,
the process of adopting the new Directive on cyber-security and the NIS (Network and Information Security) Platform, the
new regulation on electronic identity and trust services and respective implementation measures.

Telecom Italia is also particularly active in European and international discussions relating to the distribution of digital
content and the protection of rights, particularly on issues such as the review of copyright in the digital scenario (the subject
of future European initiatives) and its enforcement; the review of the European directive on satellite radio broadcasting
and cable retransmission, discussions and proposals regarding the responsibilities of operators/ISPs, particularly those
relating to actions taken by hosting providers to combat illegal activities online, the reform of the European directive on
audiovisual media services. With regard to child protection, Telecom lItalia is involved in a particularly significant initiative
at EU level aimed at improving the safety of children using the Internet: ICT Coalition for Children Online, a discussion group
of European ICT industries that organises half-yearly debates with European institutions and the relevant stakeholders
(e.g. NGOs). The activities of the “Better Internet for Kids” platform (a discussion group launched by Commissioner Kroes in
2011) in which the Group is involved, will be relaunched in the coming months at the behest of the current DGConnect DG.
Furthermore, Telecom Italia is monitoring the development of several trade agreements which Europe is negotiating with
other geographical entities (e.g. TTIP, TiSA, etc.).

As regards relations with the UN, the activities carried out as part of the Global Compact (GC) are of particular importance,
taking the form of participation in the working group on Human Rights organised by the GC Network Germany and in the
various activities of the Italian network. Telecom Italia and Tim Brasil, the two Group companies which have joined the
Global Compact, draw up an annual “Communication on Progress”, which reports on progress achieved by the companies
in promoting and applying the 10 core principles of the Global Compact. The CoP drawn up by Telecom Italia in the summer
of 2015, relating to the whole of 2014, grants it “Active” status and the “Advanced” level (compliance with the twenty-one
criteria required). For further information see the Human Rights paragraph and the telecomitalia.com website.

Telecom Italia is actively involved as a sector member in the ITU (UN agency for international telecommunications), in the
three sectors into which it is divided (ITU Radiocommunication Sector, ITU Telecommunication Standardization Sector, ITU
Telecommunication Development Sector). It is a member of the ITU Child Online Protection (COP), the ITU child protection
platform. The Company also regularly participates in the events of the ITU.
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Telecom Italia actively monitors the work of the OECD through BIAC (an association which brings together a range of
companies from OECD member states) and the permanent representative of Italy to the OECD and the work of the
competent Committees on matters of relevance to the Company, including the CDEP (Committee on Digital Economy
Policy) and the respective working groups, such as the Working Party (WP) on Communication Infrastructure and Services,
the WP for Security and Privacy, the Competitiveness Committee, the Consumer Policy Committee, and the Governance
and Anti-Corruption Committee. The issues dealt with during 2015 related to discussions and preparatory work for the
OECD Ministerial meeting set for May 2016 in Cancun (Mexico), the review of OECD recommendations regarding electronic
commerce, the review of OECD recommendations on International Mobile Roaming, the recommendation on digital security
and risk management, digital convergence, as well as the issue of bilateral investment agreements and, in particular, the
issue of the investment and investor-State dispute settlement (ISDS) protection clauses.

Telecom Italia interfaces with institutions, particularly supranational ones, both individually and as a member of a number
of important associations operating on the European and international scene, such as ETNO, GSMA, Business Europe, TABC.

Relations with institutions in Brazil

TIM Brasil has established excellent relations with all the government and parliamentary institutions and regulatory

authorities. The frequent and constructive dialogue is based on objective proposals and positions, the purpose of which

often goes beyond the interests of the company and involves the entire industry.

At the federal level, relations with the Government are primarily with the Ministry of Communications and also with the

relevant departments of the Prime Minister’s Office and the ministries that deal with economic development, justice,

education, research and local authorities. TIM has also developed a close dialogue with members of the parliamentary
committees which are relevant, but not exclusively, to issues of an economic/financial nature, privacy, telecommunications
and consumer protection.

Locally, TIM Brasil is in constant contact with institutions and local authorities on issues relating to telecommunications

and, in particular, on the development of infrastructure and network coverage, as well as on issues of specific interest to the

local communities.

In everyday practice, the engagement activities with the institutions lead to proposals being formulated, debate being

stimulated, active participation in public hearings and meetings on specific topics with stakeholders involved.

The main trade associations to which TIM Brasil belongs are:

m  ABR Telecom (Brazilian association of telecommunication resources), for the centralised and shared management of
telecommunication solutions;

m TelComp (Brazilian association for competitiveness in telecommunication), which represents the interests of 60
operators for competitiveness in the sector;

m SINDITELEBRASIL (national union of telecommunication operators), which works to coordinate, defend and legally
represent its member companies, which includes all the fixed and mobile telephone operators;

m  GSMA which represents the interests of mobile operators throughout the world. GSMA Latin America is a key partner
in discussing the issues affecting the industry, ranging from the management and allocation of the frequencies to
consumer protection and activities that can have a positive impact on the reputation of the industry (the Company
participates in the We Care initiative);

m ASIET (association of Latin American research centres and telecommunication companies), which, by focusing
on studies and research, aims to find a point of convergence between the various challenges in the world of
telecommunication in Latin America through dialogue between the public and the private sectors.

In addition, the activities of TIM Brasil, both regionally and locally, are supported by the activities of the Instituto TIM, which

aims to achieve social progress in Brazil through activities and projects that maximize the potential of the mobile network.

Since 2013, the Instituto TIM has implemented projects in over 350 local organisation in 24 states.
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The expectations of the stakeholders of a TLC operator centre around the reliability, innovativeness, coverage and ubiquity
of the network. Telecom Italia plays a significant role in the countries it operates in by virtue of the increasing importance
of communication technologies for people’s lives and for the economic and social development of communities. [G4-2] The
Group’s economic contribution in the countries where it operates is described in the Telecom Italia Group chapter, while the
social aspects are reported in the Digitisation, connectivity and social innovation chapter. A sustainable company has a duty
to do everything it can to reduce its environmental footprint: Telecom Italia takes many measures described in detail in the
Environmental Protection chapter.

Finally, from a social perspective, the Group’s operations are not carried out in high risk countries, and in any case Telecom
ensures respect for social and Human Rights through the value chain (see Human Rights Policy and Telecom Italia people).

HUMAN RIGHTS

[G4-DMA Investment], [G4-DMA Non-discrimination], [G4-DMA Freedom of Association and Collective Bargaining], [G4-

DMA Child Labor], [G4-DMA Forced or Compulsory Labor], [G4-DMA Security Practices], [G4-DMA Indigenous Rights],

[G4-DMA Assessment], [G4-DMA Supplier Human Rights Assessment], [G4-DMA Human Rights Grievance Mechanisms]

Among the issues regarded as material by stakeholders and the company, the materiality analysis, carried out by Telecom

Italia in 2014 and confirmed in 2015, highlighted issues relating to the defence of human rights. This result, which may seem

surprising for a telecommunications operator that works in countries considered to be at low/medium risk of Human Rights

violations, is based on two sets of reasons:

m the public outcry caused by Human Rights violation incidents, which can seriously affect business reputation;

m the very broad meaning given to the concept of “human right” by Telecom Italia. This sphere includes not only basic
Human Rights, such as the right to decent remuneration, non-discrimination, freedom from forced labour, etc., but
also rights associated with the information society, such as the right to access information, the right to freedom
of expression (in particular online), and the right to have one’s privacy and safety protected online, in particular for
minors, are important issues for a telecommunications company.

Relevant company policies: Human Rights Policy of the Group, Code of Ethics and Conduct, Group social responsibility Policy,
Supplier Relations Policy, Internal Control Reporting Procedure, Board of Statutory Auditors Reporting Procedure, Service
Charter and General Subscription Conditions, Self-regulation Code for mobile services and Code of Conduct for premium
services, Guidelines for responsible marketing, Telecom Italia Disclosures pursuant to article 13 of the Privacy Code, available
at telecomitalia.com.

Effectiveness and monitoring: the Human Rights Policy applies to every individual within the Group. The People Value
Department is responsible for observance of the Policy as regards the involvement of the people of Telecom Italia,
the Purchasing Department is responsible for seeing it is complied with in relation to the involvement of suppliers, the
Compliance Department monitors the risk of non-compliance with the reference legislation, and the Corporate Shared
Value (CSV) Department is responsible for updating the Policy (at least every two years). CSV also coordinates the due
diligence process with a view to continuous improvement. Finally, Telecom Italia carefully monitors and analyses reports of
any Human Rights violations received via the grievance mechanisms made available to stakeholders. The scarcity of such
reports is an indication of how effective the company’s Human Rights protection processes are.
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Business and Human Rights: the UN “Guiding Principles” and European Union Directive no.

95/2014

In 2011, the United Nations Human Rights Council unanimously approved the “UN Guiding Principles on Business and

Human Rights”* prepared by Prof. John Ruggie? , considering it a global benchmark for “Business and Human Rights”.

The “Guiding Principles” were drawn up to implement the Human Rights framework?® founded on the following three pillars:

m the duty of countries to protect people against Human Rights abuses by third parties, including companies (States
must adopt suitable measures to prevent, investigate, punish and compensate these abuses through effective policies,
legislation, regulations and pronouncements);

m the responsibility of companies to respect Human Rights (companies must avoid causing or contributing to causing -
through their activities - negative impacts on the Human Rights of others);

m States and businesses must allow the fullest possible access to effective remedies for victims of Human Rights
abuses (States must ensure - through judiciary, administrative, legislative or other appropriate means - that people
have access to an effective remedy when these abuses occur on their territory. Businesses must remedy the negative
impacts - or cooperate to this end - through legitimate processes when they recognize they have caused the negative
impacts or have contributed to cause them).

European Union

In order to reinforce the responsibility and transparency of large companies, at the end of 2014 the Parliament and Council
of the European Union published Directive 2014/95/EU in the European Official Gazette; this Directive will come into force
by 2017 (after ratification by the Member States) and concerns the disclosure of non-financial information, including
information relating to Human Rights.

The engagement of Telecom Italia

[G4-DMA Assessment] Between 2008 and 2011, Telecom lItalia was a member of the UN Global Compact Human Rights

Working Group set up by the Global Compact Board in 2006 with the aim of providing a strategic Human Rights input to the

Global Compact.

Since 2012 Telecom Italia has been a member of the Peer Learning Group on Business and Human Rights, set up within the

Global Compact Network Germany.

In 2015 the Peer Learning Group performed the following main activities:

m a webinar in February on the issue of “Human rights policy development and stakeholder engagement - challenges
and best practices”;

a meeting in May on “Human rights risk and impact assessments - analysing methodologies and case studies”;
a webinar in September on “Measuring, communicating on and rating companies‘ human rights performance - trends
and expectations”;

m a meeting in November on “Strategic integration of the human rights topic & European Peer Learning Group Exchange
with members of the Spanish and the Italian Global Compact Networks”. Note that, given the cross-cutting nature
of Human Rights with regard to the Group’s stakeholders, this paragraph covers the [G4-HR3], [G4-HR8], [G4-HRI],
[G4-HR12] KPIs of the GRI G4 standard. The Digitisation, connectivity and social innovation chapter sets out the
[G4-HR1], [G4-HR4], [G4-HR5], [G4-HR6], [G4-HR7], [G4-HR10] and [G4-HR11] KPIs, while the Telecom Italia people
chapter sets out the [G4-HR2], [G4-HR4], [G4-HR5], [G4-HR6] and [G4-HR7] KPls.

1 UN Guiding Principles on Business and Human Rights.

2 In 2005 Kofi Annan appointed Prof. Ruggie as “Special Representative of the Secretary-General on the issue of human rights and transnational corporations and other
business enterprises”.

3 Drawn up by Prof. John Ruggie and approved by the Human Rights Council in 2008.
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Due diligence on the Human Rights of the Telecom Italia Group

[G4-DMA-Reporting due diligence on Human Rights-a] As of 2012, Telecom lItalia has been involved in the Company

Coaching and Capacity Assessment on Business and Human Rights, organised by the Global Compact Network Germany,

as part of which the OCAI* (Organisational Capacity Assessment Instrument) for human rights due diligence in companies

was also illustrated (the due diligence is expressly required by the “Guiding Principles”). The OCAI is a self-assessment
questionnaire that reflects the content of the “UN Guiding Principles on Business and Human Rights”?, consisting of
twenty-two questions concerning the main elements of corporate responsibility for Human Rights. In completing the OCAI

questionnaire, for each question, the company or department must assess its own position - current and potential - on a

spectrum of six levels that range from “non-responsive” to “Human Rights promoter™.

The goals of the due diligence include:

m the identification and mapping of Human Rights risks resulting from the Group’s operations?,

m confirmation that each topic is governed by a specific internal regulatory framework (e.g., policy, procedure), has a
management system that regularly monitors and traces the performances (if possible through appropriate indicators,
such as those concerning health and safety), and that the relative responsibilities have been assigned;

m the definition of a gradual improvement path which, starting with simple respect for the local laws, guides the policies
and processes of Human Rights towards sharing with the appropriate stakeholders through appropriate involvement
initiatives;

m the highlighting of any gaps or inconsistencies between the company’s various departments and/or between the
different companies of the Group;

m the possibility to discuss Human Rights with the other companies.

[G4-HR9] Telecom lItalia carried out the first internal due diligence on Human Rights from autumn 2012 to spring 2014, on
the basis of the “Guiding Principles”, the use of the OCAI questionnaire, and the involvement of the Group’s two biggest
entities in terms of workforce (the percentage of employees covered was 98%) and investments: BU Domestic (excluding
Olivetti and Telecom lItalia Sparkle) and the Brazil BU.

The entire due diligence process has been studied and coordinated by the CSV Department, which invited the Departments
and companies of the Group to fill in the self-assessment questionnaire®.

! Created by Twentyfifty Ltd with funding from the Global Compact Germany Foundation.

2 Four questions concern the Human Rights policy that may be in place, four concern the assessment of the actual and potential impacts on Human Rights (deriving from
company activities and relations), eleven concern the integration of respect for Human Rights in the company processes and departments, two questions concern tracing
the company’s response to the negative impacts it has caused or contributed to cause and the related communication, and finally the grievance mechanism.

3The two lowest levels identify a reactive approach to Human Rights (“non-responsive” and “reactive” respectively), the third is an active approach (“efficient management”),
the three higher levels represent a proactive approach to Human Rights (rising from “proactive experimentation” to “strategic integration” and finally “Human Rights
promoter”). The tool does not operate as a compliance expert.

“ Among vulnerable groups of people, in addition to minors, disable people and the elderly, Telecom Italia includes indigenous people and work of migrants.

° The next one will be carried out also in view of the Guidelines of the standard GRI (Global Reporting Initiative)-G4 (comprehensive option).

6Telecom Italia has not considered the question relating to “conflict-affected areas” as the Group does not operate in any such areas.
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CSV department examined the questionnaires that had been filled in and conducted the related feedback with the Italian

departments in order to further examine the contributions provided and define the action plans for the level two and three

self-assessments (respectively 3.1% and 8.6% of all the responses)* .

In fact, if the self-assessment process reveals a potential risk situation with reference to Human Rights, the Department concerned

is required to communicate the corresponding action plan to CSV which will monitor the progress achieved in the work.

In Italy, at the end of the feedback, the following emerged:

m on a scale of one to six, the average score of all the answers was 4.4;

m the need to prepare the Telecom Italia Group’s Human Rights policy (around 2/3 of the insufficient self-assessments
regarded this aspect);

m the usefulness of organising internal Human Rights training courses.

For the Brazil BU, feedback meetings with the Brazilian departments are due to take place shortly and any actions plans

will be defined.

[G4-HR10], [G4-HR11] Even the results of the audit on Human Rights carried out on the Suppliers of the Group are reported

in the sustainability Report and in the sustainability section on the Group’s website.

The Group’s Human Rights Policy
[G4-DMA-Reporting due diligence on Human Rights-b] The purpose of the new Policy is to make respect for Human Rights
an essential requirement in the performance of the operational activities of Telecom Italia. In Italy as well as in foreign
companies, the Group has set up processes through which it undertakes to respect Human Rights and has identified those
that may be negatively influenced by the Company’s activities, such as:
m Essential Human Rights (e.g. working hours, equal pay, minimum age to enter the world of work, accessibility for
disabled people, maternity protection, forced/compulsory/restricted work);
health and safety rights;
rights agreed with the Unions and included in National Labour Agreements (in line with the principles of the
International Labour Organization);
m [G4-DMA Non-discrimination] rights concerning diversity, equality and non-discrimination.
The Policy applies to every individual within the Group and the rights set out above also concern third parties who have
business dealings with Telecom Italia.
The internal processes of the Group also consider a series of individual rights affected by the core business, including rights:
associated with access to telecommunications services and innovation;
associated with the privacy of the people and customers of the Group, and the protection of their personal data;
associated with freedom of expression, in particular online, supported by access to telecommunications technologies;
deriving from the company’s zero tolerance approach to any form of corruption;
potentially violated by added value services (for example, services with content reserved for adults and gambling);
of children and young people to be protected from (cyber)bullying or harassment;
of our customers concerning responsible advertising;
associated with environmental protection (in particular electromagnetic fields);
of the Community in which Telecom Italia carries out business, with particular attention to vulnerable groups of people
(e.g., disabled people, minors, the elderly);
m associated with the use of armed security in accordance with the highest standards and international practices and
with the highest transparency possible
The Policy sets out the unfiltered and anonymous reporting mechanisms in line with the requirements of the company
procedures, available on the Group’s website.
Before publication, the Group’s Policy was discussed in the context of the German and Italian Global Compact networks and
approved by the Chairman of Telecom lItalia.

1 No level one response was supplied during the first round.
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Information and Training on Human Rights

[G4-DMA-Reporting due diligence on Human Rights-b] After publication of the Policy a classroom training course was

organized and attended by representatives of the various company departments. The course was run by an external

company with expertise in sustainability issues! and was attended by the General Manager of Amnesty International Italia.

Moreover, an online course was prepared for the entire company population, available on the e-learning platform since the

end of 2015, with further invitations to participate in 2016.

Both the workshop and the online course highlighted, among other things:

m  what Human Rights are and the main international Institutions that govern them;

m businesses and Human Rights, focusing on any impacts their activities may have on Human Rights;

m the importance of businesses that operate in the telecommunications industry in the defence of Human Rights:

m Telecom ltalia and Human Rights: what can be done - in the case of doubt - by individuals of the Group who perform
sensitive activities for the defence of Human Rights;

m  how and when to use the grievance mechanism.

The same activities will be carried out in TIM Brasil.

Reports and incidents

[G4-DMA Human Rights Grievance Mechanisms] The Group’s Code of Ethics and Conduct requires employees, collaborators,

consultants, as well as third parties who have business relations with the Group and all the stakeholders affected by the

Human Rights Policy - in respect of activities and services of interest to the Group - to promptly inform the Head of the

Telecom Italia Audit Department, either directly or via their line manager, of any violations or collusion to violate:

m legal or regulatory requirements,

m provisions of the Code of Ethics,

m policy and internal procedures.

and any irregularities and/or negligence. The handling of reports, including those for which the Head of the Audit Department

is responsible (known as “whistleblowing”), is a requirement of the Sarbanes-Oxley Act and of the “UN Guiding Principles on

Business and Human Rights”.

The Internal Control reporting procedure (see the Telecom Italia Group chapter, Corporate Governance system paragraph)

requires the Head of the Audit Department, who answers directly to the Board of Directors, independently of the senior

executives:

m to ensure that reports are received, logged and analysed;

m based on the results of the preliminary analysis, to launch a structured audit activity (if required);

m to communicate the results of the analyses to the relevant departments so that they may take the appropriate correct-
ive actions (if required). The non-compliance is only closed once the Audit Department has verified the effectiveness of
the corrective actions implemented by the relevant departments;

m to ensure the traceability and retention of the documentation regarding the reports received and their analysis;

m to update the reporting procedure and disseminate it in agreement with the People Value department

The procedure is available both on the company intranet and at telecomitalia.com website. Employees were made aware

of this in a letter from the CEO and a news item published on the Company intranet.

In 2015, the internal control procedure led to a total of 1562 reports being received in Italy and 343 in Brazil, most of which,

in both Italy and Brazil, concerned company-related issues and alleged cases of poor service. In the case of Italy, of the 156

reports, 44 were anonymous and 112 non-anonymous, classified as follows:

m 86 of a “business” nature (processes that could be improved, etc.);

m 4 of a “personal” nature (employees in difficult situations, etc.);

m 56 customer complaints (poor service);

1 Avanzi Srl, further details are available on the website www.avanzi.org
2 Of the 156 reports, 31 were received from the Board of Statutory Auditors and 3 from the Supervisory Body. From the beginning of 2015 management of all the reports was
concentrated in the Audit Department.
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m 10 “irrelevant” ones in terms of the purpose of the procedure.

In the case of Brazil, of the 343 reports, 114 were anonymous and 229 non-anonymous, classified as follows:

m 188 of a “business” nature (processes that could be improved, etc.);

m 28 of a “personal” nature (employees in difficult situations, etc.);

m 116 customer complaints (poor service);

m 11 “irrelevant” ones in terms of the purpose of the procedure.

The new reporting procedure (“Whistleblowing Procedure”) has been in force since November 2015. It provides for the
centralized management, by the Audit Department, of all the reports via an IT application which can be accessed through
the company intranet by those submitting the report. Since February 2016 this reporting channel has also been accessible
via the Group’s website. The system assigns each report a unique identification code which enables the reporter to check
the processing status in complete anonymity.

TIM Brasil also uses a report reception system based on a model, also accessible via the company’s website, that allows
the report to be received at an email address, equipped with computer security systems, for its subsequent management.
[G4-HR12] The Human Rights-related reports received through the main tool provided by the Company for all stakeholders
to report any kind of regulatory irregularity or breach of the Code of Ethics, the Human Rights Policy and the “UN Guiding
Principles” i.e. the Internal Control reporting procedure are given below. Note that the concept of Human Right used to
complete the tables is the same as the one used for the due diligence described above. In particular, any substantiated
reports relating to systematic non-availability of access to the web have been considered as violations of the right of access
to the information society. For further details refer to the tables shown in the Appendix.

Reports received and handled in Italy regarding Human Rights

2015 substantiated ‘ 2014 ‘ substantiated ‘ 2013 ‘ substantiated

Total number of reports regarding human rights received

through the main grievance mechanisms 4 2 / 3 / 6
Handled during the reporting period 4 2 7 3 7 6
Resolved during the reporting period 4 2 7 3 6 5
Total number of reports received prior to the survey period 0 0 1 1 7 )

which were resolved during the reference period

[G4-HR12]

Reports received and handled in Brazil regarding Human Rights

2015 ‘ substantiated ‘ 2014 ‘ substantiated ‘ 2013 ‘ substantiated

Total number of reports regarding human rights received

L . 0 0 5 2 0 0
through the main grievance mechanisms
Handled during the reporting period 0 0 5 2 0 0
Resolved during the reporting period 0 0 4 2 0 0
Total number of reports received prior to the survey period 1 0 0 0 0 0

which were resolved during the reference period
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The reports related to the health and safety of workers, relations with suppliers, privacy and network coverage. The few cases
in which the reports were substantiated were closed with corrective actions. The reason why reports in Brazil were not recorded
until 2014 is that reporting mechanisms had not previously been structured and communicated effectively. To conclude the
topic, in 2015, in Brazil there were reports concerning work issues, as indicated in the chapter Telecom Italia people.

[G4-HR3], [G4-HR8] Over the past 3 years, no incidents have been reported in the Group regarding discrimination or
violations of the rights of indigenous people.

OPPORTUNITIES AND SOCIO-ENVIRONMENTAL RISKS OF THE GROUP’S OPERATIONS

[G4-2], [G4-14] Although, as we have repeatedly stressed, telecommunications can make a significant contribution to
improving the environment and quality of life, at present, ICT services aimed, for example, at reducing energy consumption
or tele-medicine, remain niche services. However, they are seeing positive growth rates and are likely to be widespread in
the future. Telecom Italia’s laboratories have long been engaged in researching and developing these kinds of services, some
of which are already being tested on the market. Thus customers already have a wide range of solutions available to them
to cut energy consumption, reduce CO, emissions, improve health services and bureaucracy, increase security for citizens.
Many of the social-environmental services offered by Telecom Italia are discussed in the chapters Digitisation, connectivity
and social innovation (see Group’s customers) and Environmental protection (see TIM eco-friendly). Furthermore, examples
of the economic opportunities arising from sustainable management of the company’s activities are discussed in the Social
and environmental impacts of operations and their economic aspects chapter of the Group’s Annual Financial Report.
Listed below are the most common risks associated with the telecommunications sector which are classifiable as socio-
environmental risks, accompanied by a quick summary of the mitigation actions implemented by Telecom Italia.

Social Risks

Beyond the risks common to any large company, associated with labour exploitation, which are meticulously avoided, within

Telecom Italia, by a management system that starts with the Group Social Responsibility Policy available at telecomitalia.

com and trade union agreements, and is based on detailed monitoring procedures that required the presence of workers’

representatives), the social risks most closely connected with the telecommunications business come from:

m breaches of network security and privacy systems, with consequent access to personal and sensitive data, to mitigate
which Telecom lItalia has equipped itself with a specific organisational structure and skills to predict and combat such
breaches; within this structure, a team is dedicated to seeking new e-security solutions (see Digitisation, connectivity
and social innovation/R&D and innovative services, Research and innovation for e-security paragraph);

m use of telecommunications services that causes harm to the mental and physical well-being of children or of anyone
who lacks sufficient protection, which is mitigated by Telecom lItalia through a series of actions described in the
Digitisation, connectivity and social innovation/ Group’s customers chapter, under Child protection;

m discrimination of some subjects who, for geographical or social/cultural reasons, do not have access to Internet and to
the benefits it brings with it. Telecom Italia implements digital inclusion by developing its infrastructure and spreading
the digital culture (see Digital culture).

! [G4-DMA Indigenous Rights] The only geographical area with indigenous people in which Telecom Italia operates is Brazil. However, telecommunications activities do not
have negative impacts on these people.
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Environmental Risks
This area includes two types of risks:

the risks that external environmental conditions can pose for business continuity (for example, earthquakes can
destroy telephone exchanges, the depletion of energy resources can create unsustainable costs for the Company
etc.). These include risks determined by climate change, such as flooding caused by rising oceans and precipitation or
increasing energy costs caused by rising temperatures;

potential damage caused to the environment by the Company’s activities.

The first type of risks, which is a threat to the operation of the company, is considered and monitored carefully by means
of appropriate Business Continuity strategies and procedures (see The business continuity management system section of
this chapter).

As regards the potential environmental damage caused by the Company, the delivery of telecommunications services does
not pose serious risks, other than those associated with the supply chain:

the indirect risks arising from energy use - as Telecom Italia is not an energy producer, the only mitigation tools
available to the Company are to optimise its energy consumption (discussed in the chapter Safeguarding the
Environment) and to select suppliers (discussed in the Digitisation, connectivity and social innovation/Suppliers
chapter). Note that, in particular, in 2014 and 2015 Telecom Italia consumed energy produced from renewable sources,
certified by guarantees of origin;

the “sourcing” of these technologies, i.e. the purchase of technological products, the production of which can cause
serious environmental damage, and the disposal of technological waste (by the Company’s suppliers). These aspects
are governed by the Group Green Procurement policy available at telecomitalia.com and by the sustainable supply
chain management system described in the Digitisation, connectivity and social innovation/Suppliers chapter of this
report.

Telecom Italia monitors the aforementioned types of risk using the tools it considers most appropriate for each type, briefly
described in the Environmental Protection, Digitisation, connectivity and social innovation/Suppliers, Telecom Italia people
chapters and in the Human Rights paragraph of this chapter. Precise targets have only been set for the types of risk for which
these targets may actually be useful. In particular, targets have been set for:

new generation network coverage;
supplier sustainability;
reducing energy consumption

(see Digitisation, connectivity and social innovation/Suppliers and Appendix).
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ENTERPRISE RISK MANAGEMENT SYSTEM

[G4-2], [G4-14] The Group has adopted an Enterprise Risk Management (hereinafter ERM) Model which allows risks to be
identified, assessed and managed uniformly, highlighting potential synergies between the parties involved in assessing the
Internal Control and Risk Management System. The ERM process is designed to identify potential events that may influence
the business, in order to manage risk within acceptable limits and provide a reasonable guarantee that business objectives
will be achieved.

The process is managed by the ERM Steering Committee, which is chaired and coordinated by the head of the Administration,
Finance and Control Department. The Steering Committee meets every three months (or when specifically required) and is
intended to ensure the governing of the Group risk management process, which is designed to guarantee the operational
continuity of the company’s business, monitoring the effectiveness of countermeasures adopted.

1. Risk Appetite and Risk Tolerance Definition

2. Risk
Assessment

4. Monitoring
Controlling and
Performance
Evaluation

3. Risk
Response

The process adopted is cyclical and includes the following stages:
m definition of the Risk Appetite and of the Risk Tolerances:
¢ Risk Appetite is the amount and type of Risk, overall, that a company is willing to accept in the creation of value,
namely in the pursuit of its strategic objectives®. It is discussed and defined annually by the BoD at the sessions
held to approve the Business Plan. The Risk Appetite is broken down into Risk Tolerances;

¢ the Risk Tolerances represent the level of risk the Company is willing to assume, with reference to the individual
objective categories (strategic, operational, compliance, reporting)?.

Compliance with the Risk Tolerances and Risk Appetite is monitored quarterly and reported to the BoD, after the CRC

has been informed.

m Risk Assessment: this phase covers the identification, definition and assessment of the risks. It starts with the fine-
tuning of the Risk universe, namely the document that contains the description of the main characteristics of all the
risks identified. The risks are presented, in interviews, to the process owners who, together with Risk Management,
assess their severity and document the mitigating actions in order to position them on a specific 3X3 matrix (Risk and
Control Panel - R&CP). The matrix dimensions are:

1 2013 CoSO Definition “The Committee of Sponsoring Organisations of the Tradeway Commission”.
2 According to the CoSO definition.
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¢ the “level of inherent risk”, namely the level of variance with respect to the Business Plan deriving from the
occurrence of an event (risk);
¢ “monitoring level”, based on the evaluation of the mitigating actions implemented.
This matrix allows the action priorities for the mapped risks to be set. All the risks assessed as High in the R&CP matrix
form the Corporate Risk Profile (CRP). The CRP risks that have a partial or non-existent monitoring level are subject to a
Root Cause Analysis aimed at grouping related risks into homogeneous improvement areas. The positioning of the risk in
the matrix described above is also the result of:
¢ collaboration with the Compliance department, which considers the monitoring level with regard to non-
compliance aspects and
¢ synergies with the Audit Department relating to the evaluation analysis of the suitability and efficiency of the
mitigating actions identified.

m Risk Response: the aim of this phase is to identify and implement the strategic options for responding to risk and to
bring the risks back to or maintain them at acceptable levels. The responsibility for identifying and implementing the
risk response lies with the Process Owner, with the support of AFC-Risk Management to overcome the monitoring gaps
identified in the Risk Assessment phase. A suitable risk response must be defined for each risk, in line with the action
priority represented by its positioning in the Risk & Control Panel. The Risk Response is broken down into the following
“sub-phases™:

¢ planning,
¢ execution,
¢ stocktaking and measuring of the performances.

m Drawing up the Reporting Flow: at the end of each ERM process cycle, the AFC-RM department, together with the
AFC-Planning and Control department, outlines the overall risk profile, also making reference to the effects of the
mitigation actions, in order to support the new strategic planning cycle and the subsequent Risk Analysis linked to the
Plan. All this information represents an input for the new business planning and therefore the definition of the Risk
Appetite and the related Risk Tolerances.

A brief summary of the main types of risk identified by the ERM system is contained in the Main Risks and Uncertainties

chapter of the Annual Report.

BUSINESS CONTINUITY MANAGEMENT SYSTEM

[G4-EC7], [G4-EC8] Telecom Italia pays attention to Business Continuity! a key element for protecting the value and reputation

of the Group in delivering its services and products and in full compliance with the terms of its contracts with customers,

industry regulations and, more generally, in accordance with the relevant international methodologies and standards.

At Group level, Telecom Italia adopts a Business Continuity Management System (BCMS) as a control and management model

for the operational continuity of the processes also through prevention activities, considering both the technological aspects (IT

systems, networks, facilities, etc.) and the organizational ones (Human Resources, contractual constraints, logistical aspects,

etc.).

The BCMS follows the indications contained in the international standard of reference for Business Continuity, namely ISO

22301, which emphasises, inter alia, the importance of:

m understanding the needs of the organisation and stakeholders in terms of Business Continuity;

m implementing and operating the controls and measures needed to manage the company’s capacity to deal with
interruptions in operation due to accidental causes;

m monitoring and reviewing the performance and effectiveness of the business continuity management system;

1 “Business continuity” is understood to mean the ability to ensure continuity of service, based on predefined and acceptable levels, following a disruptive incident.
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m disseminating the Business Continuity culture;
m managing communications between interested parties.

The BCMS is based on the Plan-Do-Check-Act Deming Cycle and is broken down into four phases: Governance & Planning
(Plan), Execution (Do), Performance Evaluation (Check) and Improvement (Act).
At the Governance&Planning stage, the Group examines the relevant context, identifying the needs of the Company
and its Stakeholders, as well as the contractual/regulatory constraints on Business Continuity. Based on these elements,
the Company determines the scope of the Company’s Business Continuity policy and the main strategic objectives. This
preliminary analysis goes on to identify the Company’s key processes and services and its critical activities, as well as the
resources needed to maintain them. The activities carried out at this stage allow a Business Continuity strategy to be
devised that guarantees an appropriate response for each process/service, in terms of operating levels and acceptable
recovery times during and after a damaging event.
This stage includes, inter alia:
m the Business Impact Analysis (BIA), which is an assessment of the impact on the business where significant events
occur that may affect business activities and the delivery of services.
m The Risk Assessment (RA), aimed at identifying and assessing threats that may affect corporate assets, making them
unavailable for a more or less long period of time;
identification of the Risk Profile resulting from the BIA/RA joint assessment;
the Business Continuity strategies following the Risk Profile analysis based on the Costs/Benefits evaluation.

Approving the Business Continuity strategy, and the respective budget, allowing the executive stage to be launched, with
the development of Risk Treatment and Business Continuity Operational Plans. Operational planning is carried out by the
operational departments, each to the extent of its responsibilities, while checks are carried out centrally by ERM to verify
consistency between the operational plans and the Business Continuity Strategic Plan, particularly in order to standardise
and correlate mitigation activities throughout the company processes involved.

An overall analysis of the performances of the BCMS is planned at least annually, in particular analysing:

m actual data (incident history) regarding recovery times and economic impacts of events;

m operational test data;

m internal assessments.

The Performance Evaluation is used to identify any corrective actions to be undertaken (e.g. specific initiatives for risk

prevention, procedural reviews, etc.). The Improvement phase obtains the results of the Performance Evaluation phase and

any corrective actions to be taken are defined. These are then presented to the Company’s Executive Directors for a periodic

Management Review.

In this phase the Company’s Executive Directors:

m examine and verify the BCMS’s suitability level based on the Performance Evaluation, in agreement with any
requirement or regulatory developments;

m assess and approve any corrective actions.

The possible corrective actions to be taken, the policies and the objectives of Business Continuity result in the continuous
improvement of the BCMS.
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Corporate Shared Value: Telecom Italia’s strategic approach to sustainability

During 2015, Telecom Italia completed the implementation of a new strategy based on creating economic and social value,
developing Corporate Social Responsibility towards the concept of Corporate Shared Value (CSV), with the aim of linking
economic and financial results to the social progress created by responding to the needs expressed by the sectors in which
the Group operates.

The new approach adopted by Telecom Italia defines a different way to respond to the social needs expressed by stakeholders,
as well as the economic ones of the Company, and to interpret the role of the business in society based on an awareness
that there can be no long-term economic development unless it guarantees an improvement in social welfare and the
protection of natural resources at the same time. The latter consideration is particularly relevant for Telecom Italia and the
ICT sector in general, especially where digital technologies are concerned, as these are increasingly emerging as a key factor
for the Country’s economic and social growth.

The culmination of this process implemented by Telecom Italia is the integration of the sustainability approach conventionally
adopted by the Company as part of the overall corporate strategy, turning it into a vehicle for creating economic and social
value.

Telecom Italia’s activities respond to the objective of providing the country with innovative infrastructure, IT skills, products,
services and ICT solutions that meet the needs of society. Furthermore, the Company is strengthening this commitment
through its active contribution to achieving the country’s digitisation objectives as defined in the Italian Digital Agenda,
developed by the Italian government by transposing the directives set out by the EU in the European Digital Agenda.

A focus on innovation and investments in new infrastructures and technologies also characterizes Telecom Italia’s activities
in Brazil, through its subsidiary TIM Brasil which, by investing in next generation infrastructure for broadband penetration,
plays an important role in the digital inclusion process, responding to a strong social need in the Country.

In order to complete the transition to Shared Value that began in 2014, over the past year Telecom Italia’s CSV department
has implemented several initiatives, both within the Company and externally. Of particular note is the establishment of a
CSV model which, starting with an analysis of the country’s main needs, has identified three areas of intervention that can
respond to these needs, through technologies, skills and specific projects. Once these strategic areas had been defined, and
the results of the materiality matrix had been confirmed, the structure of the 2015 Sustainability Report was revised. The
three areas identified are:

m digitisation, connectivity and social innovation

m environmental protection

m digital culture

The first 17 projects measured using the CSV model in Italy and Brazil were inserted into these three areas.

Considering in particular the close association between corporate shared value and business, reflecting the over-arching
nature of the CSV model, Telecom Italia defined a new enhanced structure by involving the Company’s main departments
and drawing up a CSV organisational procedure.

Stakeholder involvement, which includes listening to their requests, is one of the pillars of Telecom Italia’s sustainability
model. The multi-stakeholder approach aims to garner their suggestions for innovative activities and projects the Group
could implement. The most relevant project suggestions are shared with the business departments and senior management
and, if there is a convergence of interests, they find a commercial outlet.
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This approach allows to achieve major benefits, including:

m better risk management;

m high level of product and process innovation;

m better knowledge of the contexts in which the Group operates;
m scouting for the best market opportunities.

During the year, a new communication framework was established (#wesharethefuture), which expresses Telecom lItalia’s
CSV vision and systematises the Company’s sustainability initiatives and projects.

The development of the CSV strategy within the Company is constantly evolving and is principally based on the following
drivers:

m updating the strategic areas of intervention;

supplementing the strategic guidelines of the CSV in the business strategy guidelines;

using social marketing guidelines to support the development of offers and services producing shared value;

using CSV themes as positioning drivers in terms of both market and brand communication;

monitoring the impact of CSV on the Group’s reputation.

Group CSV culture to become
a point of reference for internal
and external stakeholders

projects that create shared
value, consistent with the
core business

CSV in order to improve the

Group’s reputation

REPUTATION
VALUE
LEADERSHIP

the excellence achieved
and maintain the
excellent position for the
sustainability Report and
ESG indexes

the shared value of
CSV projects and
initiatives
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SUSTAINABILITY GOVERNANCE

[G4-34], [G4-42] Responsibility for monitoring the Group’s socio-environmental issues and identifying CSV projects and
initiatives rests with the Corporate Shared Value department, which:

m reports directly to the Chairman of the Board of Directors;

m periodically reports to the Control and Risk Committee.

The latter acts as a corporate sustainability overseer, ensuring the consistency of actions carried out with the principles of
the Group’s Code of Ethics and Conduct and with the values adopted by the Group.

[G4-48] The sustainability Report, including the materiality analysis, is the responsibility of the Chairman of the Board
of Directors and is submitted for approval to the Board of Directors. [G4-47] During 2015, the Board of Directors met the
representatives of the CSR department twice.

[G4-35] Socio-environmental responsibilities are delegated, in the same way as all other powers delegated by the
company, by applying the procedure Granting and revoking powers. In particular, [G4-36] responsibility for monitoring and
communicating environmental and social issues rests with the CSV department, which draws up the sustainability Report,
manages relations with rating agencies and also oversees the implementation of particular projects. Responsibility for
managing particular socio-environmental themes remains with the departments that directly manage operations related
to these themes. For example: the People Value department is responsible, among other things, for ensuring the health
and safety of employees, liaising with employee representatives, guaranteeing compliance with employment legislation,
etc,; the Open Access/Wholesale department ensure compliance with environmental legislation, etc.; the Network
Infrastructures & Energy department plans initiatives for reducing energy consumption, etc. [G4-42] The latter two
departments, in particular, identify specific strategies and direct targets for improving socio-environmental performance,
each department operating within its area of responsibility. The strategies, activities and socio-environmental targets of
the various departments are stated in the sustainability Report.

[G4-37] Just as the responsibility for dealing with each socio-environmental issue is assigned to the department that is
operationally responsible for dealing with that issue, stakeholder consultation is delegated to the departments that are
operationally responsible for dealing with the Company’s stakeholders. The various involvement initiatives are listed in the
Stakeholder Engagement section of this Report.
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POSITION IN INDEXES AND OTHER AWARDS

Sustainability indexes are stock indexes in which securities are selected on the basis of economic-financial parameters
as well as social and environmental criteria. The selection process is carried out by specialised agencies that assess
companies on the basis of publicly available information or questionnaires, taking account of opinions expressed by the
media and stakeholders. Inclusion in these indexes is an important achievement for companies because of the positive
effects on their reputation and because, in addition to the pension funds and ethical funds, an ever increasing number
of investors favour these sustainable companies, considering them to be less risky and more promising in the medium to
long term.
Taking part in the process of evaluation is, moreover, a timely moment for reflection within the Company on the results
achieved. In fact, the suggestions of the rating agencies at the end of the process are taken into careful consideration
when planning improvement actions in the future.
In 2015, Telecom Italia was included for the twelfth year running in both the sustainability index categories of the
Dow Jones (Dow Jones Sustainability Index World and Europe) and for the second time running in the Italian Climate
Disclosure Leadership Index (CDLI) of the Carbon Disclosure Project (CDP).
Telecom lItalia has been included in the Financial Times Stock Exchange for Good (FTSE4Good) Global and Europe series
since its inception.
Telecom ltalia is also included in the following indexes:
m Euronext Vigeo:

¢ Europe 120

¢ Eurozone 120
m STOXX® Global ESG Leaders Indexes:

¢ ESG Leaders

¢ ESG Environmental Leaders

¢ ESG Governance Leaders

¢ ESG Social Leaders
m Ethibel Sustainability Indexes (ESI):

¢ Excellence Europe

¢ Excellence Global
m ECPI Indexes:

¢ ECPI Euro Ethical Equity

¢ ECPI EMU Ethical Equity

¢ ECPI Global Developed ESG Best in class Equity

Telecom Italig, finally, is classified as “prime” in the OEKOM rating and “industry leader” by the Sustainalytics report.

Tim Participacées, the listed holding company of the TIM Brasil Group, has had its position confirmed in the ISE (indice

de Sustentabilidade Empresarial) index, managed by BM&F Bovespa (the Sdo Paolo stock exchange) together with the

Brazilian Environment Ministry and other financial sustainability organisations.

The main awards won by Telecom Italia concerning sustainability and its communication, include the following:

m second place in Italy and Europe and first place for the European TLC sector in the 2015 Webranking by Comprend,
which assesses and rewards the quality of online financial and corporate communication. The survey, carried out every
year by Comprend, working with Lundquist, considered the 70 biggest Italian companies and the 500 biggest European
companies by capitalisation;

m Top Employers 2015 certification (for the third year running), awarded annually to the best companies in the field of HR
management. Conducted by the Top Employers Institute, the survey verified and certified the excellence of Telecom
Italia in the field of Human Resources and the wide range of benefits and initiatives provided to its people: from
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working conditions to non-monetary benefits, including structured training and development policies;

m Gold award (top award) for the 2014 “Telecom ltalia oltre i numeri” Company Profile, which was judged to be the
Best Online Report: International/Unlisted at the 2015 Corporate & Financial Awards, an initiative organised by
Communicate Magazine;

Special Award for the Scuola di Areté - 2015 Responsible Communication Award for the EducaTl project launch event;
first place as most attractive employer in Italy awarded to Telecom Italia by Universum, a company which has operated
globally in the employer branding sector for the past 25 years and carried out an annual survey with 39 universities
across Italy.

STAKEHOLDER ENGAGEMENT

Telecom Italia believes it is fundamentally important to consider the opinions and expectations of its stakeholders,

namely the parties who for various reasons have an interest in the company’s activities. In 2015, the stakeholder

engagement process was further enriched by the organisation of a multi-stakeholder forum.

The multi-stakeholder forum is a listening and involvement tool that promotes integration between the demands of the

various stakeholders involved, allowing the Company to receive contributions that consider the various perspectives while

at the same time providing an integrated vision of the various expectations and priorities. The 2015 forum focused on two

objectives:

m strengthening understanding of the demands and priorities of stakeholders on matters relevant to the Group’s
strateqgy;

m gathering contributions on potential areas of development for the Group’s CSV strategy, in order to strengthen its
ability to create shared value between the Company and its stakeholders.

In establishing the method used to run the multi-stakeholder forum, the principles of the international Stakeholder

Engagement Standard AA1000SES, drawn up by AccountAbility, were applied.

In accordance with the AA1000SES standard, provision was made for:

m ensuring the presence of a third party independent of Telecom Italia and specialised in stakeholder engagement
and accountability. The Group availed itself of SCS Consulting, responsible for guaranteeing the materiality of the
issues being discussed, an independent review of what has emerged from the listening activities and the inclusion of
stakeholders who represent different views on the topics being discussed;

m selecting participants in the forum based on their knowledge of the topics discussed and a balanced presence of
stakeholders with different points of view;

m excluding people who have been employed by or have had a professional working relationship with the Group and
ruling out any remuneration for forum participants.

Finally, provision was made for the presence of a representative of PricewaterhouseCoopers, the company in charge of
auditing the financial statements.

[G4-24] The stakeholders with whom Telecom Italia comes into contact in the conduct of its business are many and very
varied. For ease of management and reporting they were grouped into eight categories:

m customers

m institutions
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competitors

environment

community (including associations, universities, schools, media, startups)
suppliers

shareholders

human resources

In particular, the forum involved over 30 representatives from the first six categories. For ease of management and
reporting, they were split into six working groups based on their interests and skills:
connectivity and digitisation: prospects for the country

connectivity and digitisation: impacts on growth and innovation

digital administration in the service of citizens

digital culture

environmental protection

quality services for customers

[G4-25], [G4-26] Aside from the multi-stakeholder forum, the stakeholder engagement process takes place regularly
during implementation of the Company’s projects. For each project, the affected stakeholders are identified and priorities
are assigned based on the importance of the stakeholder for the business objectives or its relevance in specific fields
which are considered strategic by the Company (i.e. contributing to the economic or cultural growth of the Country with
projects not strictly connected with business).

Once the relevant stakeholders have been identified for the project, the most suitable strategies for building relations are
studied, which can include individual and group meetings, information sessions, shared projects, surveys, focus groups,
etc.

The feedback that the various stakeholders provide to Telecom Italia is analysed in order to identify solutions the
Company can offer to satisfy the specific requirements.

At the end of the feasibility analysis and verification process, Telecom Italia decides which solutions to offer and which
projects and initiatives to undertake. Stakeholder involvement continues beyond this to monitor and adjust the initiatives.
In particular, over 50 proposals for projects emerged from the forum that could be used by the Group as part of its CSV
strategy.

Telecom lItalia has drawn up General guidelines for group stakeholder engagement and a set of policies associated with
different kinds of stakeholders, including customer service charters, a policy on relations with suppliers in purchasing
processes, the code of conduct for protecting the data of other local operators, guidelines for relations with local Authorities
and other organisations, guidelines for voluntary contributions to the Community.

Lastly, the Group is aware of the importance of providing accurate information on its activities to the financial market,
investors and the community in general. Subject to the need for confidentiality in the running of the business,
communication with the financial market is carried out in a way that ensures transparency, fairness, clarity, promptness
and equality of access to information, ensuring equality of treatment for all categories of shareholders, as required by
the Bylaws. The external communication of information is governed by specific internal procedures, in line with the
regulations in force.

The Company has set up dedicated channels of communication with shareholders, bondholders and stakeholders
interested in receiving information about the financial and non-financial aspects of the Company.

The Investor Relations department manages relations with the main stakeholders: institutional and retail investors
(including small shareholders’ associations), bondholders, socially responsible investors, equity and credit analysts.
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Their shared expectations - together with the certainty of a prompt and comprehensive response to the requests for
information - relate to:

m confirming the objectives reported to the financial market through the strategic plan;

m strengthening the Group’s position in the markets in which it operates.

In the course of 2015, the Company organised quarterly conference calls, road shows and meetings abroad in the
Group’s corporate headquarters (reverse road shows) as well as attending industry conferences. During these events, the
Company met over 600 investors. In addition to these there are the direct contacts and telephone conversations that
the Investor Relations team has on a daily basis. Furthermore, in order to improve communication with the stakeholders,
considering the growing importance of this issue over the last 2 years, Telecom Italia organised meetings and detailed
discussions on corporate governance matters.

The Group’s responses to the financial market are based on criteria of relevance, sensitivity, and congruity with the
Group’s structure and the actions taken by the Group to achieve its planned targets as well as equal access to information
and equal treatment of all the categories of shareholders in compliance with the Bylaws.

Financial communication also considers the needs of investors linked to Socially Responsible Investing (SRI), which favour
in their investment choices companies that pay attention to ethical, social and environmental factors as well as financial
ones. Interaction with this category of investors is developed through individual contact and conference calls.

As regards relations with individual (retail) shareholders - more than 400,000 holders of ordinary shares - Telecom Italia’s
strategy aims to strengthen communication channels in order to respond quickly and effectively to queries regarding
the performance of shares and the Group strategy as a whole. The messages and ideas that emerge from dialogue with
retail investors are collected and reported to Top Management. In this respect, the “TI Alw@ys ON” (telecomitalia.com/
individuali) Shareholders’ Club was launched in 2006 as a virtual meeting place between the Company and its individual
investors. Access to the Club is not exclusive. Non-shareholders can also simply register to receive the same services
provided to shareholders. Both registration and delivery of the services are completely free of charge. With regard to on
line financial communication, the telecomitalia.com website is constantly updated and innovated.

[G4-26], [G4-27] The Group’s main stakeholder engagement initiatives taken in 2015 are summarised below. In the

diagram:

m the “information” column refers to one-way communications by the Company with stakeholders;

m the “consultation” column refers to the occasions when stakeholders are asked for their opinion through surveys or
similar tools;

m the “dialogue” column refers to the discussions and ongoing and stable cooperation between the Group and
stakeholders;

m the “partnership” column refers to the specific projects that are managed together.

Each initiative mentioned in the table is accompanied by reference to the relevant chapter and section of this report in
which the initiative is discussed in detail.
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INFORMATION

Product environmental
declarations for customers- TIM
eco-friendly (Enviromental
protection /TIM eco-friendly)

STAKEHOLDER
ENVIROMENT

During 2015 training and
information activities continued
via the EducaTl project:
specifically via the event
organised with FOSI dedicated
to security and the introduction
of coding in schools (Digital
culture/Relations with local
communities/E-learning and
evolved digital education)

>
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Last Call to Europe 2020
event-The role of companies
for a Smart, Sustainable and
Inclusive Europe

Training activities on the
respect of Human Rights (Being
sustainable in Telecom Italia/
Human Rights and the Telecom
Italia people/Collaboration

with universities, training and
knowledge management)

In 2015, the Company
continued with its significant
commitment to provide safety
training to all company staff
with different programmes
based on the risks to which
workers are exposed (Telecom
Italia people/Health and safety)

HUMAN RESOURCES
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INITIATIVES

CONSULTATION

Multistakeholder forum aimed
at strengthening understanding
of demands and priorities

and mustering innovative
contributions (Corporate
Shared Value/ Stakeholder
engagement)

Multistakeholder forum aimed
at strengthening understanding
of demands and priorities

and mustering innovative
contributions (Corporate
Shared Value/ Stakeholder
engagement)

The ninth edition of the
climate survey was carried
out in Italy and Brazil,
involving the entire workforce
(Telecom Italia people/Internal
communication)

DIALOGUE

Collaboration with other
telecommunications operators
on issues of environmental
relevance within the framework
of industry associations and
initiatives, including GeSl and
ETNO

During 2015, the Group
continued to work with the
Postal and Communication
Police to implement the “Una
vita da social” initiative, a road
show designed to educate
people regarding legality on the
internet, presenting students,
families and visitors with the
main pitfalls of the Web and in
particular the risks children face
when browsing the internet
(Digital culture/ Relations with
local communities/E-learning
and evolved digital didactics
education)

Collaboration at a European
level, with Sodalitas, CSR
Europe and 5,000 other
companies for the staging of
the manifesto the «Milan CSR
Manifesto»

Mailboxes, intranet, blogs,
virtual communities,
multimedia conventions to
communicate with employees
(Telecom Italia people/Internal
communication)

Information and discussion
sessions with trade unions on
matters of interest (Telecom
Italia people/Industrial
Relations)

PARTNERSHIP

Many projects carried out in
partnership with companies,
universities, research centres
and non-governmental and
civil society organisations, for
example,

(Digitisation, connectivity and
social innovation/Research &
Development and innovative
services/Public initiatives
consistent with the core
business)

Event held in Milan during Expo
2015 in collaboration with the
stakeholder Sodalitas and CSR
Europe

Selection and training
programmes carried out with
research centres, universities,
associations and voluntary
foundations (Telecom lItalia
people/Collaboration with
universities, training and
knowledge management and
New skills and development)

Sponsorship of the Tim Chair
in Market Innovation at the
Bocconi University of Milan, as
part of the Master's Degree in
Economics and Management
of Innovation and Technology
-EMIT (Telecom lItalia people/
Collaboration with universities,
training and knowledge
management)
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Internal communication
activities (Telecom Italia people
/ Internal communication)

HUMAN RESOURCES

Information on the Service
Charters and General
Conditions of Subscription

on the Group's websites (The
Telecom Italia Group/Corporate
governance system)

Information regarding tools for
the safe use of the internet and
for combating computer abuse
(Digitisation, connectivity

and social innovation/Group’s
customers)

CUSTOMERS

Exchange of information and
documentation with suppliers
via the “Vendors hub” portal
(Digitisation, connectivity and
social innovation/Sustainability
throughout the supply chain)

Specific focus on the principles
expressed in the Group's Code
of Ethics and Conduct and
recalled in the contract clauses
and specific undertakings to
observe them that suppliers
are made to sign (Digitisation,
connectivity and social
innovation/Sustainability
throughout the supply chain)

SUPPLIERS
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INITIATIVES

CONSULTATION

Initiatives to improve the
management of diversity in
the Company (Telecom Italia
people/ People caring)

Involvement of employees

in the 2015 performance
assessment programme
related to the skills of the
Leadership Model and a crucial
element for the entire new
Development System (Telecom
Italia people/New skills and
development)

Customer satisfaction is
systematically measured
(Digitisation, connectivity
and social innovation/Group’s
customers)

Multistakeholder forum
aimed at strengthening
understanding of demands
and priorities and mustering
innovative contributions
(Corporate Shared Value/
Stakeholder engagement)

Ninth survey of satisfaction
with the Purchasing
department, and more
generally with Telecom Italia,
conducted among the Group’s
main suppliers

(Digitisation, connectivity and
social innovation/Sustainability
throughout the supply chain)

Self-assessment questionnaire

sent to the most risky suppliers,

in terms of sustainability,
during the qualification stage
and, periodically, to qualified
suppliers (Digitisation,
connectivity and social
innovation/Sustainability
throughout the supply chain)

Multistakeholder forum
aimed at strengthening
understanding of demands
and priorities and mustering
innovative contributions
(Corporate Shared Value/
Stakeholder engagement)

DIALOGUE

Counselling service for dealing
with personal difficulties or
problems at work experienced
by employees (Telecom Italia
people/ People caring)

Collaboration with the
consumer associations
(Digitisation, connectivity
and social innovation/Group’s
customers)

Use of web-based tools on
social networks by customer
care operators to talk to
customers and share their
knowledge (Digitisation,
connectivity and social
innovation/Group’s customers)

Collaboration areas dedicated
to the main suppliers available
on the Vendors Hub portal
(Digitisation, connectivity and
social innovation/Sustainability
throughout the supply chain)

PARTNERSHIP

Volunteering initiatives with
the involvement of employees
and external partners (Telecom
Italia people/ People caring)

7th edition of the “Network
Scuola Impresa” (school
business network) project,
working with 35 schools selected
from across the country.

The project aims to create a
structured relationship with
high schools in part to enhance
internal skills and get in touch
with young people, promoting
the company’s image (Telecom
Italia people/Collaboration
with universities, training and
knowledge management)

Participation in national

and international working
groups, in partnership with UN
agencies, non-governmental
organisations, and organisations
in the sector, on the issue

of protecting children from
potential abuses carried out
via the internet (Digitisation,
connectivity and social
innovation/Group’s customers)

Partnership projects with
institutions and other
companies to test and create
innovative services
(Digitisation, connectivity
and social innovation/Group’s
customers)

Joint Audit Cooperation, an
initiative which provides for
sustainability audit activities
conducted in the production
plants of common suppliers
and sub-suppliers based on an
agreement signed with another
10 telecommunications
operators (Digitisation,
connectivity and social
innovation/Sustainability
throughout the supply chain)
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INITIATIVES

Three monthly conference calls,
meetings at institutional offices
of the Group (reverse road
shows), participation in sector
conferences, making a total
over 600 investors meetings
(Corporate Shared Value/
Stakeholder engagement)

The “TI Alw@ys ON”

PARTNERSHIP

shareholders’ club
(telecomitaliaclub.it) provides
important information to
individual investors and the
general public

(Corporate Shared Value/
Stakeholder engagement)

Online financial
communication through the
Group’s website

(Corporate Shared Value/
Stakeholder engagement)

Meetings with stakeholders on
corporate governance issues
(Corporate Shared Value/
Stakeholder engagement)

SHAREHOLDERS

)

INSTITUTIONS \ﬂy

Multistakeholder forum
aimed at strengthening
understanding of demands
and priorities and mustering
innovative contributions
(Corporate Shared Value/
Stakeholder engagement)

Dialogue with national and
international Institutions on
business issues of relevance
to the Group (Telecom lItalia
Group/Organisations and
Institutions)

Memorandum of
understanding signed with
the MIR and EducaTl project
launched (Digital culture/E-
Learning and evolved digital
education)

¥

COMPETITORS

Periodic qualitative-
quantitative researches

to analyse the strength

of the Group brands, the
image of the providers of
telecommunications services
and mobile telephony, the
reputation of the providers
(Telecom Italia Group/
Reference context)

Dialogue with the OLOs

on commercial issues and
regarding implementation of
the Undertakings (Telecom
Italia Group/Reference context)

Constant dialogue with

the Authorities (AGCM and
AGCOM) (Telecom Italia Group/
Reference context)

The Group is a member

of numerous federations,
associations and organisations,
both nationally and
internationally (Telecom Italia
Group/Reference context)

“Dono per...”, a limited liability
consortium company founded
by Telecom Italia, Vodafone
Italia and Wind, that will deal
with all initiative for the raising
and distribution of funds for
charity as well as loans to
political parties or movements,
as envisaged by the new
lagislation. (Digitalisation,
connectivity and social
innovation/R&D and innovative
services)
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MATERIALITY ANALYSIS

Materiality matrix

[G4-18a], [G4-18b] In 2015 as well, the materiality analysis process was conducted according to the GRI G4 requirements,
in order to identify topics that are most relevant to the socio-environmental and economic impacts generated by business
activities both inside and outside the organisation.

Identification of relevant topics

As stated in the “Guidelines for updating the Telecom Italia materiality analysis” and in the Review section of 2014
sustainability Report?, preparatory activity was carried out regarding the validity of the issues that emerged the previous
year. This activity involved a specific comparison with various national and international sources of information, both
public and private, inside and outside the Group? and a comparison with sector practice benchmarks.

At the end of this initial screening, Telecom lItalia was able to draw up a list of relevant topics representing the following
macro areas:

direct and indirect economic impacts;

business ethics and promotion of human rights;

responsible management of the supply chain;

risk management and Public Policy;

market position and customer protection;

responsible management of human resources, promotion of diversity, equal opportunities and the health and safety of
workers;

compliance with national and international regulations;

initiatives for local Communities;

responsible management of energy resources and waste.

Assignment of priorities

The assignment of priorities among the topics emerged, led to the identification of the material issues to be disclosed.
During this phase, Telecom Italia assessed the importance of the topics identified from an external and internal viewpoint.
The latter was provided by the main departments of the company following a specific assessment of the topics for
analysis.

[G4-26] The updated assessment of relevance from an external point of view was produced by a specific stakeholder
listening activity aimed at gathering the perceptions of authoritative Group stakeholder representatives. At the 2015
multi-stakeholder forum, which involved over 30 representatives of the main external stakeholder categories, participants
were presented with material issues for the Company’s strategy in order to identify an order of importance’. The
stakeholders, subdivided into theme-based working groups based on their interests and skills, expressed their views
regarding the matters discussed by their working group. The use of parametric qualitative and quantitative scales ensured
the uniformity of the assessment.

[G4-19] The analysis of the results produced the data needed to determined the “stakeholder relevance” dimension of the
materiality matrix.

! Sustainability Report 2014: “The review phase is due to take place as a preparatory stage prior to the next reporting cycle, with the aim of submitting the results of the
analyses carried out, updated in the following year, to specific stakeholder engagement activities. In order to make the process systematic, consistent over time, transparent
and well-structured for this and future years, the “Telecom Italia Handbook for Materiality Analysis Pursuant to GRI G4” has been produced. It contains guidelines for all the
activities, describing the timescales and responsibilities involved in the process itself.

2 For example: Digital Economy and Society Index of the European Union, the Polytechnic of Milan’s Digital Agenda Observatory reports, the “Fair and Sustainable Welfare in
Italy - 2014” report promoted by the National Council for Economy and Labour and ISTAT.

3 Each participant was provided with an information folder prior to the forum for a better understanding of the topics discussed.
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Results at a glance: the materiality matrix
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The health and safety of workers and staff management may appear to be material issues only for employee stakeholders.
In actual fact, these issues directly involve government local offices and the communities where the Group operates and
indirectly all the stakeholders who come into contact with the Group’s employees.

Validation

The issues and the whole materiality analysis process were validated by the Corporate Shared Value department, which,
as stated above, availed itself of the support of SCS Consulting to determine perceptions by participating in the working
groups and sharing the results among the forum participants. The Governance of the Corporate Shared Value department
is explained in the Sustainability Governance section of this report.

Review

The review phase is due to take place as a preparatory stage prior to the next reporting cycle, with the aim of submitting the
results of the analyses carried out, updated in the following year, to specific stakeholder engagement activities.

The Group has drawn up the “Guidelines for updating the materiality analysis of Telecom Italia” pursuant to the GRI G4 in
order to establish a transparent structure for the analysis process. The document provides guidelines for the activities to
be carried out, establishing timetables and the roles involved in the process. The diagram produced for this purpose by GeSI
for ICT sector, which is available in the “ICT and Sustainable Development: a materiality assessment for the ICT industry”, is
currently being analysed with a view to further enrichment of the matrix.
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Boundaries

[G4-20], [G4-21] All the topics (and therefore aspects of the GRI G4 standard) that are judged to be material have major
implications both inside and outside the Company.

On the one hand there are cross-cutting topics that are relevant to all the companies in the Group’s consolidation scope,
wherever they may be, without exception, and which are relevant to all external and internal stakeholders, these being:
Innovation management

Compliance with national and international regulations

Anti-corruption programmes

Promotion of respect for Human Rights inside and outside the Company

Management of the health and safety of workers

Management of the workforce, generational renewal and promotion of talent

Customer listening and transparency of relations

On the other hand there are topics that are mainly relevant to Group companies operating as telephone service operators,
which account by far for the main part of the Group in terms of turnover, employees and impact on external stakeholders:
m Network coverage
m Bridging the “digital divide” e promoting social inclusion and the digital transformation of the Country by
disseminating and developing ICT technology across the Country.
“Disaster response” and business continuity
Sensitive data management and protection and child protection

These topics are undoubtedly more relevant to all the stakeholders who live in Italy, where Telecom lItalia is the biggest
operator and therefore the company on which stakeholders pin their greatest expectations. In Brazil, where the Group
is present with one of the country’s biggest mobile operators, the topics are definitely relevant to stakeholders but to a
lesser extent than in Italy.

More generally, some ideas that emerged from the multi-stakeholder forum show how the Group is characterised by

being:

m a hub for the development of digital skills and culture. Participants noted the need to improve the digital skills of
ordinary citizens, businesses and government local offices in a structured way, identifying Telecom Italia as an active
player for improvements in the home;

m a promoter of projects capable of generating shared value. Institutional and Community representatives valued the
Company’s potential role as a direct promoter of research and development initiatives for digital solutions, while
the business world proposed support and promotion of entrepreneurial activities that can achieve digital innovation
independently, to be identified by means of an active scouting process.

[G4-23] No significant changes have been recorded in the scope of activities, and therefore boundary relevance, in recent
years, except as mentioned in Group Profile section of Telecom Italia Group chapter.
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STRATEGIC AREAS OF INTERVENTION FOR CORPORATE SHARED VALUE CREATION

The themes identified in the matrix were traced to the three areas of intervention, within which the CSV department
measured the following projects for 2015:
m Digitisation, connectivity and social innovation

Italy:
» Digitisation of the Country
» Employment impact
» Patents
» Expo 2015
» Extended Expo 2015
>
>
>
¢

<&

Partnership with Digital Champions
WithYouWeDo
Joint Open Lab

Brazil: Mobile Broadband

m Environmental protection
¢ Italy: Energy efficiency
¢ Brazil: Biosite

m Digital culture
¢ ltaly:
» Digital School (TIM College + EducaTl)
» Partnerships with schools and the accademic world
» Pappanoinweb
¢ Brazil: TIM TEC

Nurseries and Citizens without Frontiers are included in the chapter Telecom Italia people.
The following is a graphic representation of the process used in 2015.
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For quantification purposes, 10 macro-classifications of business and social value were identified, expressed using specific
KPIs crucial for measuring the value of the individual project and aggregating the overall value generated.

The 3 drivers of business value are:

m revenues;

m Costs;

m reputation.

The 7 drivers of social value are:

m digitisation: related to the diffusion of ultra broadband, the digitisation of schools, the digitisation of health services
etc,;

m well-being of the Country: valorisation of the ability to create direct and indirect employment, potential impact on GDP
and employment of the construction of the ultra broadband network;
ability to innovate: related to investments in R&D, innovations created and patented, employees’ ability to innovate;
environmental protection: relative to energy saving, the resulting obtaining of white certificates and reduction of
emissions relative to Telecom lItalia and to customers using products and energy-efficient solutions sold by Telecom
Italia (direct and indirect impact);
supporting universities: relative to supporting the academic world of research;
firms and families’ revenues: related to the improvement in profitability of public and private companies and families;
dissemination of knowledge: valorisation of Telecom Italia’s ability to create skills, such as for example hours of
training, investments, people involved, return on investment in human capital.

The estimate of economic shared value generated in Italy during 2015 is over 12 billion euros, divided into 3.3 billion euros
of business value and 9.1 billion euros of social value. The details of the values of the individual projects are given in the
corresponding chapters.

Finally, it should be noted that the measurement highlighted various non-economic KPIs reported in detail in the individual
project data sheets, such as impacts on reputation (for example over 12 million networking contacts thanks to the
WithYouWeDo project) or supporting the universities: around 150 young people involved, 5 universities, 8 applied research
and innovation laboratories involved in 2015, created by Telecom Italia (Joint Open Lab) at the main Italian universities.
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Digitalisation, connectivity and social innovation

TELECOM ITALIA STRATEGIC RELEVANCE

The Company stands as a digital ecosystem “enabler”, connecting companies, government bodies and local communities,
so as to create positive synergies for development. The contribution the Group makes towards growth in the sectors in
which it operates doesn’t stop at infrastructure projects but ranges from digital solutions for government local bodies
to cloud services for businesses, digital platforms for healthcare, applications for people with disabilities to technologies
for reducing energy use by cities and companies. Various initiatives have been developed in this context, including the
crowdfunding platform that receives requests for donations and other non-profit-making financial assistance for people
intending to implement environmental protection and social projects. Furthermore, Telecom Italia is a founding member of
the Italian Digital Champions association. Digital Champions are innovation ambassadors appointed by each Member State
of the EU to promote the benefits of an inclusive digital society and make their citizens “digital”, working with communities,
businesses, Governments and academia.

In 2015, the CSV department estimated, through the application of new analysis metrics, the impact of Group activities, with
a special focus on domestic activities. Details of the measurement, which came from a mapping of corporate activities, is
described in the chapter and highlighted in dedicated boxes to facilitate reading.

[G4-DMA Indirect Economic Impacts], [G4-DMA Product and Service Labelling], [G4-DMA Marketing Communications],
[G4-DMA Customer Privacy], [G4-DMA Compliance]

Material issues in this chapter:

m network coverage

listening and transparency towards customers
innovation management

m sensitive data management and protection

m child protection

Relevant company policies: Service Charter and General Subscription Conditions, Self-regulation Code for mobile services
and Code of Conduct for premium services, Guidelines for responsible marketing, Telecom Italia Disclosures pursuant to
article 13 of the Privacy Code, Compliance requirements for the processing of anonymised or pseudonymised data, Respect
Human Rights in the Telecom Italia Group, available at telecomitalia.com.

Effectiveness and monitoring: the company uses some numerical KPIs in order to monitor the effectiveness of management
processes and ensure the monitoring required by quality management systems and internal control structures. This chapter
presents the ones related to the cover of the territory with broadband infrastructures, customer satisfaction, the number
of conciliation requests received and resolved, the number of reports received. The KPIs regarding numerical targets are
presented in an appendix to the Report. In particular, targets are listed for service activation, complaints, support and
maintenance, availability and broadband network coverage.

Ultrabroadband networks: a national treasure

Telecom Italia operates the biggest fixed voice and data infrastructure, covering the whole of Italy, and provides one of the
country’s most extensive and advanced mobile network platforms. Therefore, in terms of size, ubiquity and infrastructural
and technological assets, it is a “system company”, integrated with the territory and with the social, economic and production
fabric, with a pervasive role for the whole of the Country’s economy and the competitiveness of its companies, the efficiency
of its public administration and, more generally, the welfare of its citizens.

64 Sustainability Report 2015 | Telecom Italia



Digitalisation, connectivity and social innovation

[G4-EC7a], [G4-EC7b], [G4-EC8a], [G4-EC8b], [G4-DMA Indirect Economic Impacts] The Group contributes to produce
approximately 0.7% of the added value of the Italian GDP™. The Group’s business generates direct work for approximately 50
thousand people in Italy; if indirect employees are considered, i.e. those operating on projects connected with the business
of Telecom Italiq, it is estimated that approximately 100 thousand units, corresponding to approximately 1% of employees
of the entire private sector, would represent the direct and indirect work attributable to the Group in Italy.

In applying the metrics of the CSV model, the estimated value? generated by the Group in Italy is 8.4 billion euros, detailed
as follows:

m 2.8 billion is the direct contribution to families (remuneration to employees);

m 1.4 billion is the indirect contribution to families (suppliers);

m 4.2 billion is the indirect contribution to businesses and local government offices.

[G4-EC7a] Telecom ltalia is aware of this strategic role and works constantly to manage and update the infrastructure
and technology it makes available to the Country: in 2015, the Company invested around 3 billion euros in innovative
infrastructures in Italy; again in the three years 2016-2018, innovative investments are envisaged of approximately 7
billion euros. In 2015, the Group came in first in the European ranking of investments in Research and Development, third
worldwide, in the TLC sector®.

Thethree-year business plan for2016-2018 confirms its commitment to investing in advanced infrastructure and technologies
and is focused on new generation networks in particular.

NGAN

In 2015, Telecom lItalia’s commitment continued even more intensely, in investments in the next generation fixed access
network (NGAN). This was made possible in particular by technological innovation, which fundamentally changed the
reference scenario. Solutions that bring fibre to the line splitter cabinet and then continue into the home using copper
wires, known as FTTCab (Fibre to the Cabinet), are now considered to be fully-fledged next generation networks. By boosting
existing network infrastructure in the final access section, FTTCab solutions reduce the investment required compared
to FTTH (Fibre to the Home) solutions, because they avoid the operator having to lay fibre-optic cables all the way to the
customer’s home. This allows next generation access networks to be created more quickly and less expensively.

In the meantime, mobile network coverage of the whole country with the new 4G/LTE* standard, a significant evolution in
response to the growing demand for high speed data, has almost been completed, This new mobile network technology
provides greater transmission speed compared to the past and shorter response times, allowing a high degree of interactivity
on the move.

Therefore, after having developed the national fixed and mobile infrastructures, the challenge faced by the Group in recent
years is the development of ultrabroadband networks, an important effort involving network engineers and technicians on
a daily basis.

! Internal estimates.

2 For more details, please refer to the CSV sheet on Impact on employment.

3 EU Industrial R&D Investment Scoreboard. 2015 European Commission Report.

“ Data at end 2015, more than 88% of the population; for more details see the paragraph on geographic digital inclusion.
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[G4-EC8b] Moreover, Telecom Italia’s commitment is also shown by its participation over the years, as the only operator,
in the Eurosud public tenders organised by the Ministry of Economic Development (MISE)?, which are essential for ensuring
ultrabroadband coverage in “market failure” areas (known as “white areas”, in which there is a risk of no return being made
on investments) and therefore achieving the objective of 30 Mbit/s coverage of 100% of the population by 2020.

[G4-DMA Indirect Economic Impacts] The ambitious investment plan Telecom Italia is implementing coincides with a
phase in which the Italian government is engaged in implementing the national strategic ultrabroadband plan, which aims
to achieve the challenging objectives of the European Digital Agenda in terms of a widespread supply of infrastructure and
an increase in the demand for digital services. Telecom Italia’s investment plan therefore becomes an important element in
the digital transformation of the society, confirming the Group’s historic role as an engine for the Country’s modernisation
and facilitating achievement of the European Digital Agenda objectives?.

The economic effects of broadband and ultrabroadband networks on growth and employment
[G4-DMA Indirect Economic Impacts], [G4-EC7b] The spread of broadband and ultrabroadband networks is a boost for the
economic growth of Countries.

By applying the metrics of the CSV model, the contribution generated? in Italy by the investments made by the Group have
a positive effect on both the growth of the national GDP and the occupational impact, reported as follows:

m 1.9 billion euros (0.12% of the 2014 GDP);

m the number of jobs that can be potentially activated is over 22 thousand.

As regards the specific impact of ultrabroadband networks on economies, one of the first studies on this subject is the
one carried out by Analysys Mason and Tech4i2in 2013 for the European Commission* according to which an investment
in ultrabroadband networks can generate benefits of around three times the capital invested. According to the study,
investments in new generation networks also have a major impact on employment, with 20,000 jobs potentially being
created for every one billion euros invested.

A similar result can also be found in the study conducted by the Boston Consulting Group (BCG) for the ETNO (European
Telecommunications Network Operators’ Association) in 2013°. BCG estimates that an investment of around 110-170 billion
euros is required to achieve the infrastructure objectives of the European Digital Agenda project. BCG estimates that if the
increased investments were made, GDP growth of 750 billion euros could be achieved and 5.5 million new jobs could be
created, which is the equivalent of 4.4 billion euros in GDP and around 30,000 new jobs for every billion euros invested.
Both studies therefore demonstrate that ultrabroadband networks have a positive effect on economies. Better results are
definitely achieved when the investment plans of private operators are accompanied by public initiatives aimed at extending
coverage and therefore increasing the benefits for all citizens.

1In 2015, no calls for tenders were issued. During 2014, Telecom participated in and won the two tenders for Calabria and Veneto, which joined the two tenders - relating to
Lazio and Campania - that Telecom Italia won in 2013.

2Telecom Italia Group chapter contains an account of the initiatives involving national and local institutions for assessing infrastructure work requirements.

3For more details, please refer to the CSV sheet on the Digitisation of the country.

“ Study on the socio-economic impact of bandwidth (SMART 2010/0033), Analysys Mason e Tech4i2 - March 2013. The whole study can be downloaded via this link
http://ec.europa.eu/digital-agenda/en/news/study-socio-economic-impact-bandwidth-smart-20100033. A summary of the main results of the work is available on the
Analysys Mason website using this link: http://www.analysysmason.com/About-Us/News/Press-releases1/broadband-benefit-for-EU-Mar2013.

>Reforming Europe’s Telecoms Regulation to Enable the Digital Single Market, The Boston Consulting Group - 2013.
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Two instruments to improve transparency in the development of network infrastructure and
encourage the development of digital projects: Telecom Italia Netbook and Italia Connessa
[G4-DMA Indirect Economic Impacts] In order to make the effective development of broadband and ultrabroadband
networks even more transparent, since 2012, Telecom Italia has published the Telecom Italia Netbook - telecomitalia.com/
tit/it/innovazione/rete/netbook-2015, which accurately and meticulously tracks the progress achieved in the work. The
Telecom Italia Netbook is a publication that shows the Country and the main stakeholders the state of the network with
extreme transparency, clarity and precision, using data and maps to illustrate the size and structure of the Telecom Italia
infrastructure, the evolution in terms of exchanges (which are increasingly connected by fibre-optic cables and fitted with
new generation equipment for managing broadband traffic) and broadband and ultrabroadband network coverage in each
individual Italian province.

Furthermore, in order the stimulate and promote a culture of innovation and speed-up digitisation processes between
medium sized municipalities, 2015 saw the publication of the fourth edition of “Italia Connessa: Regional Digital Agendas”,
containing a digital check-up of Italian regions and connected with an initiative aimed at local governments proposing the
most concrete and convincing digital development plan. Through this initiative, Telecom lItalia is committed to rewarding
local institutions that promote the development of digital services for citizens and businesses, creating ultrabroadband
infrastructures earlier than planned.

Telecom Italia’s commitment to minimising the negative impacts of creating new networks
[G4-EC7b] The creation of fixed and mobile network infrastructure can cause disruption for local communities (the work
needed to lay fibre-optic cables can create noise and traffic). Telecom Italia mitigates these negative aspects by using
innovative excavation and cable laying techniques, including the digging of micro-trenches instead of the normal ducts
and using innovative materials. This leads to an overall reduction in the time required to carry out the work and in traffic
disruption, as well as significantly reducing both the environmental impact (lower emissions and less waste for disposal)
and social impact (fewer accidents at work).

Network infrastructure as an enabling platform for developing the digital economy and

increasing the competitiveness of the Country

[G4-EC8a] The latest OECD Science, Technology and Industry Outlook® report provides a very clear summary of the aspects

that determine the different levels of competitiveness of countries and outlines the “recipes” that economies should

implement to overcome the crisis:

m promoting innovation, particularly by offering training systems geared above all to stimulating talent, disseminating
the new skills required by production systems, extending the segment of the population susceptible to new
technologies;

m increasing the productivity of labour, which explains the different rates of growth in the wealth of countries most open
to new technologies and other economies;

m identifying new growth opportunities in solutions that address environmental protection, the ageing population,
improving quality of life in urban areas;

m increasing the effectiveness of local and national research and development systems, connecting them to
international research networks and to the main reservoirs of knowledge, increasing opportunities for interaction
between research and businesses.

As General Purpose Technologies (GPTs), i.e. enabling technologies needed to activate new services and solutions and disseminate

digital culture, the broadband and ultrabroadband infrastructure is one of the main drivers that will enable the developments

advocated by the OECD. Since 2009, a study by Waverman? in fact indicated broadband as a vehicle for increasing the efficiency

- and therefore the competitiveness - of an economic system by improving the productivity derived from the greater use of ICT

technologies2. Naturally, the more the economic system is open to using new technologies, the wider this impact will be.

1Scince, Technology and Industry Outlook, OECD.
2 Economic Impact of Broadband: An Empirical Study, L. Waverman - 2009. Waverman estimated an increase in productivity of 0.13% each percentage poin increase in the
broadband network coverage.
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Digital Inclusion

[G4-EC7], [G4-EC8] In order to deal with the digital divide that has arisen in the so-called marginal areas of Italy, which would
otherwise remain excluded from the mainstream plans of telecommunications operators, owing to the low profitability of
investments, between 2005 and December 2015, Telecom Italia implemented a programme of extraordinary investments
allowing ADSL coverage (gross coverage® 70%) to be provided for approximately 7,700 municipalities in total (4,350 more
municipalities than December 2005).

In December 2015, Telecom Italia activated 9,600 exchanges, including 8,200 optical fibre ones. Alongside its plan to extend
coverage, Telecom Italia has launched an additional plan to expand the active network?, where necessary, to guarantee full
usability of the service by customers and the development of digital inclusion.

The following table shows the percentages of coverage as of December of the past three years.

Description 2015 2014 2013
ADLS Coverage () 99.10 98.75 98.40
UMTS and HSDPA coverage (**) 96.00 96.00 87.50
LTE coverage (**) >88.00 77.00 49.00
Next Generation Plan (fixed telephony) cover (***) >42.00 28.10 16.80

(*) The percentage refers to fixed Telecom Italia telephone lines.

(**) The percentage refers to the residential population. Coverage values are subject to change based on ISTAT and urbanisations updates.

(***) The percentage is determined by the ratio between the number of properties connected with “cabinets” reached by access optical fibres (or which can be served
directly from an exchange if within acceptable distances) and the total number of properties that have or have had active telephone lines in the past.

In order to promote digital inclusion and the consequent coverage of the remaining geographical areas of “market failure”,
Telecom Italia cannot avoid engaging in joint “public-private” initiatives.

Two types of action have been taken so far, both fully in line with European competition rules:

m the first is a “central” approach involving collaboration with Infratel Italia S.p.A. (Infrastrutture e Telecomunicazioni
per U'ltalia)® ,with the public entity building passive broadband (fibre optic cable), organic and integrated infrastructure
throughout the country, with the aim of increasing digital inclusion in lower income areas of the Country;

m the second is a “local” approach, based on collaboration with regions that promote projects aimed at increasing the
digital inclusion, e.g. through forms of financing centred on public tenders using the claw-back model, which provides
for contributions to be paid to offset the lack of return on investments.

! Official Telecom Italia Coverage data refers to the technical coverage of the telephone population (in terms of 64 kbit/s equivalent lines) gross of areas that cannot
technically be served, due to the characteristics of the copper access network (presence of digital devices such as, for example, MPX, UCR or MD48, excessive distance from
the exchange, etc.).

2 The plan consists of actions to ensure full enjoyment of the service by customers by expanding the capacity of equipment used, in terms of both user ports and bandwidth
available on the Internet. The technical term for this is desaturation of DSLAM equipment, performed either in advance or once specific broadband quality and availability
thresholds are exceed.

3The Company was set up on the initiative of the Communication Department of the Ministry of Economic Development and Invitalia, the national inward investment and
business development agency, and is the entity implementing the Broadband Programme.
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Using the above forms of intervention, in some cases simultaneously, Telecom Italia has in recent years signed cooperation
agreements with several local entities, (such as: Memorandum of Understanding with the region of Emilia-Romagna and
Lepida!), , some still under development in 2015. Amongst others, we note the award of a tender in 2012 by the Marche
region to complete digital inclusion (through state-of-the-art broadband services with speeds of up to 20 Mbit/s) in the
region’s market failure areas. The project was completed during the last quarter of 2015.

As from the second half of 2013 and through to September 2015, as part of the National Broadband Plan, the Ministry of
Economic Development (MISE) issued eleven regional tenders through Infratel Italia S.p.A., identified as the implementing
organisation and assignee of the funds provided.

The funds allocated for projects to extend broadband technology to digital inclusion areas amount to 353 million euros,
including 225 million euros to be allocated to the “clawback” model: the contribution for each Region can correspond to
a maximum of 70% of the cost of the project to widen digital inclusion. The tenders issued relate to the following twelve
regions: Abruzzo, Calabria, Campania, Emilia-Romagna, Lazio, Liguria, Marche, Molise, Sicily, Tuscany, Umbria and Veneto.

In 2015, no calls for tenders were issued in the last five regions: Basilicata, Lombardy, Piedmont, Apulia and Sardinia.

For the remaining three regions (Friuli Venezia-Giulia, Trentino Alto-Adige and Valle d’Aosta) no actions is planned on the
part of MISE as these regions have their own independent plans.

Telecom lItalia has participated in all the tenders issued to date, except for the Liguria region: it was awarded the tenders
called for the regions of Calabria, Campania, Lazio, Veneto, Tuscany and Sicily (with total contributions assigned in the
amount of around 63 million euros), whilst those relating to Abruzzo, Emilia-Romagna, Marche, Umbria and Liguria were
awarded to NGI S.p.A..

For Molise, a first call for tenders was cancelled and a second saw no one bid.

The creation of this digital ecosystem is based on the excellence of the products and services offered to customers and on
the procurement process aimed at the acquisition of products and services under the best market conditions, at the same
time guaranteeing the requisites of quality, safety and social and environmental respect.

For information regarding the initiatives implemented by Telecom Italia for the social inclusion of customers with specific
needs (hearing impaired, the elderly, children, etc,) see the website telecomitalia.it.

Presence of the Group in Brazil

[G4-EC7a] A focus on innovation and investments in new infrastructure and technology also characterise Telecom lItalia’s
action in Brazil, a Country where the Group has been operating since 1997 through its subsidiary TIM Brasil and which is the
Group’s second biggest market. Its presence in Brazil has been increasing in recent years thanks to strategic acquisitions: the
Intelig and AEM Atimus fixed network infrastructure has allowed the Group to strengthen the backbones and connecting
links of the mobile network radio base stations through the use of fibre-optic cables which, in view of the development of
LTE networks, are even more important and strategic.

In the past 5 years alone, Telecom Italia has invested more than 7.5 billion euros in Brazil, focusing primarily on building new
generation infrastructure and actively contributing to the modernisation of the Country.

Following the acquisition in 2014 of the right to use the 700MHz bandwidth (with an expenditure of 936 million euros), in
2015 TIM Brasil continued to invest in the 3G network infrastructureand achieved leadership in 4G, in terms of both the
number of cities covered (411 at the end of 2015) and coverage related to the urban population (59% at the end of 2015).

! Lepida S.p.A. is the operating tool promoted by the Emilia-Romagna region for the unified and standardised planning, development and management of the
telecommunication infrastructure of entities connected to the network. The company also promotes interventions in favour of digital inclusion in rural or mountain areas.
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Cover of 4G sites has also increased: more specifically, the number of sites covered with LTE more than doubled in 2015,
reaching a total of 7,700. The investment in infrastructure allowed the fibre optic network (both urban and long distance) to
be extended to 68,000 km.

Finally, TIM Brasil concluded the sale of the third tranche of telecommunications towers to American Tower do Brasil in
order to optimize the Company’s financial resources and support the investment plan announced in Brazil.

In the two years 2014-2015 alone, investments in innovative infrastructures were worth more than 2 billion euros and the
plan 2016-2018 envisages approximately 4 billion euros in investments, almost entirely allocated to ensuring a better 4G
cover of the Country.

[G4-EC7b] In Latin America, ever since it was introduced, mobile telephony has played a key role in the process of integrating
more disadvantaged people, contributing to cohesion and to involvement in social and democratic life. TIM Brasil manages
over 66 million mobiles lines and has always played a major role in this context. The work already done to extend mobile
network coverage to the whole Country is continuing on a number of development fronts, which include improving the
quality of the network in major cities, developing Mobile BroadBand and Fiber-To-The-Site (FTTS) in some cities, pilot small-
cell and Wi-Fi projects and developing the LT Amazonas Fiber transmission project in the Amazonian region.

[G4-EC8] TIM Brasil is notable for its social inclusion projects, such as the Transamazonica Digital, which takes fibre optic
to certain municipalities in the State of Amazonas, Para and Amapa. However, the availability of infrastructure is only one
of the ingredients and has to go hand-in-hand with an overall digital growth of the population in a literacy development
process that will increase demand and stimulate investments. Part of this process is the “National Broadband Plan” for
Brazil (PNBL - Programa Nacional de Banda Larga), in which the Telecom lItalia Group has been involved from the start. It
is a federal programme which has led the Country towards the objective of encouraging and disseminating the use and
distribution of ICT goods and services, extending network coverage to the more remote areas of the Country and making
services more accessible to all segments of the population, contributing to reduce economic and social inequalities.

TIM Brasil has continued to promote commercial offers to encourage the spread of the mobile web, particularly among the
poorer classes. These consist of low cost services which are particularly suited to helping to widen the socio-cultural digital
inclusion (e.g. INFINITY WEB and LIBERTY WEB).

Moreover, the Data Connections project reaches all public schools located in rural areas within the area of TIM coverage
(data download at 256 kbps and upload at 128 kbps). In December 2015, 75% of the project had been developed.

GROUP’S CUSTOMERS

The aim of the Group is to ensure an immediate and effective response to customer requirements, modelling their conduct
on business propriety, transparency in contractual relations and undertakings, courtesy and collaboration, ensuring
customer focus and in full compliance with the principles established by company procedures. Cooperation with consumer
associations, which includes entering into specific agreements with them, is also highly valued.

The relevant stakeholders are:

m consumer customers, particularly customers with special needs (the disabled, the elderly, children, etc.);

m business customers and local government offices;

m consumer associations.

Quality of service and Customer Satisfaction

[G4-DMA Product and Service Labelling] The progressive global digitisation and the dissemination of social media are
radically changing the way in which the consumer constructs and manages relations with the brands. Understanding and
measuring customer expectations and adopting a culture of continuous optimisation are the drivers that make it possible to
offer customers the best possible experience, confirming their central role, to the benefit of economic sustainability, loyalty
and positive word of mouth.
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In this context, Telecom Italia has developed an extensive system of listening to detect Customer Satisfaction, which is
structured into “hot” and “cold” surveys. The first aim to detect quality perceived immediately after an event and/or specific
contact with the company (e.g. installation of a service, purchase of a product and/or service, call to customer service,
repair of a failure). These continuous or regular surveys are mainly carried out through automatic channels. “Cold” surveys
carried out independently by a specific event, enable customer satisfaction to be detected in terms of competitiveness too.
This scope includes the monitoring of the Customer Satisfaction Index (CSI) - which adopts international standards (ACSI,
American Customer Satisfaction Index) - to detect the perception of quality on the main satisfaction indicators of the
various customer segments and competitors.

Under the scope of the continuous evolution of investigations, the Group has begun experimenting with new methods of
listening with a view to Customer Experience Management (CEM) in order to better understand the customer experience
and obtain indications to improve processes.

The introduction of new methods has entailed a change in the questionnaires and channels used for the interviews, as
well as considering new indicators. Of these, the most relevant is the Net Promoter Score (NPS) based on international
standards and which is used in different industrial sectors. The NPS is based on the potential recommendation of the
operator in relation to the experience accrued. On a scale of 0 to 10, “promoters” are customers expressing votes of 9 or 10
“detractors” are those providing a score of 0 to 6, whereas the rest of the customers are considered as “passive” and are not
countered towards calculating the NPS. The NPS is calculated as the difference between the percentages of “promoters”
and “detractors”. In 2015, for example, the NPS begun to be monitored of customers talking with the telephone assistance
service, with very positive results indeed (NPS more than 10).

[G4-PR5] In the same way, the monitoring of CSI has also evolved in terms of Customer Experience and has been extended
to the new services (e.g. LTE and fibre). In order to reconstruct the trend of past years, records were taken in a parallel
fashion to normalise the values.

Monitoring the CSI has earned certification of conformity with standard UNI 11098:2003 and has been included in the
managerial (management by objectives) and collective (result premium) incentive systems.
The CSl values of Telecom lItalia by segment are shown below

Customer segment

2015 2014 2013
Consumer 76.84 76.45 75.79
Small Enterprise 67.29 66.89 66.35
Large/Medium Enterprise + Vertical 73.22 72.01 71.67
Totals 74.29 73.66 73.15

Average satisfaction is measured on a scale of 0-100, where 0 means “not at all satisfied” and 100 means “completely satisfied”.

Projects developed to improve the Customer Experience and make employees play an active part in developing innovative,

effective solutions, include:

m Customer Journey Lab: the project aims to allow colleagues/investigators to experience the service received by
consumer customers first-hand by selecting, purchasing, activating and using services, so as to identify the customer’s
perception and the main areas requiring attention/strengths. In 2015, this method was applied to the converging
(fixed/mobile - SMART offer) offers, the LTE offer and multimedia services (e.g. TIMSKY, TIMVision, TIMMusic);
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m “Chi-ama Telecom”: a tool used by Telecom Italia employees to channel reports received from customers, friends or
acquaintances regarding the fixed line service requirements of consumer customers, of a commercial or technical
nature. The project makes employees active participants as the promoters of solutions in the management of
customers;

m The “Listening to Customer Care operators” project: launched to collect the requests and problems experienced by
customers by listening to Customer Care operators, optimising the experience of those in day-to-day contact with
the customers and who have in-depth knowledge of their needs and expectations, as a further contribution for the
identification of opportunities to improve the customer Experience in using the Group services.

Confirming its commitment to quality of service and transparency in its relations with customers, TIM Brasil is the first Latin
American company to have launched a “Portas Abertas” (open doors) website in 2013, showing the plans for expansion of
the technical network. Among other things, the website offers customers the chance to:

m interact with the company regarding the technical network coverage map for each individual street;

m receive notifications regarding both maintenance and any failures to achieve technical network objectives;

m provide TIM with feedback on the perceived quality of the network.

Among the actions taken in 2015, it is worth highlighting the launch of the online chat service (available on the Web and via

the TIM mobile app for smart phones), the improvement in several automatic and digital portal services, the humanisation

of caring on digital channels in general, the creation of an online (web chat) channel for customers with questions about

Anatel (Brazilian National Telecommunications Agency).

TIM Brasil also talks to its customers via Twitter and Facebook. @ TIMBrasil” (https://twitter.com/TIMBrasil), which as of

December 2015 had more than 720,000 followers, and Facebook (www.facebook.com/timbrasil) with over 1,428,000 likers.

Since 2012, the company has also activated a further channel “@ TIM_AJUDA” (https://twitter.com/TIM_AJUDA), which

allows it to communicate with customers via Twitter. As of December 2015, this channel has almost 246,000 followers.

In the evolution of customer services, another important step consisted of the launch of the new MEU TIM application

dedicated to customers needing information available at all times on their smartphones, including consumption, the last

bills, the residual balance and current promotions.

TIM Brasil carries out two types of nation-wide customer satisfaction surveys by means of interviews:

m the TIM and competitors’ consumer customer survey, conducted twice a year (May and November) on a “reflective”
basis, measures the customer’s general perception of the Company e.g. sales structure, call centre, network coverage
and quality of the network (also as regards the Internet connection), technical support, the price of services,
promotions, billing;

m the call centres survey, conducted once a month on a “reactive” basis, with the involvement of TIM customers
(consumer and business) who have contacted the call centre in the previous 15 days.

2015 2014 2013
Consumer Customer survey (*) 729 7.54 792
Consumer Mobile Telephony Call Centre Survey(**) 725 730 7.47
Business Mobile Telephony Call Centre Survey(***) 7.24 716 7.15

(*) Average index, on a scale of 0 to 10.

(**) Average mobile consumer customer satisfaction index on a Scale of 0 to 10.

(***) Average mobile business customer satisfaction index on a scale of 0 to 10.
Since 2012, in full compliance with privacy protection requirements, Telecom Italia has been monitoring “conversations”
on the Web regarding quality in the Telecommunications sector, relating to both fixed and mobile communication and the
consumer and business segments. This monitoring takes place using a tool that performs a semantic search and analysis
of the subjects most frequently discussed on the Internet and analyses the “tone” (web sentiment) of conversations about
Telecom Italia and its competitors. The aim is to make a prompt assessment of how customers perceive offers and services,
gaining a greater insight into issues to support the business.
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USE OF SOCIAL NETWORKING IN CUSTOMER CARE

In recent years, the Telecom Italia Customer Relationship Management has been increasingly focused on the monitoring

of new digital contexts, identifying the future of assistance, care and loyalty of its customers in the monitoring and

management of caring contacts obtained from the social networks (Twitter and Facebook).

In 2010, Telecom lItalia launched the Caring on Social Media project to make the most of the opportunities provided by the

new web communication channels. Amongst others, the re-engineering of Social Caring has begun, resulting in a revision

of processes, the issue of procedures, the development of systems for management, the extension of monitoring times and
investments in the training of social caring agents. Thanks to the constant training, the agents know the channel being used

and are quick to deal with a report and understand and solve the problems described by the customer, answering with a

polite, but not overly formal, tone of voice. Telecom Italia Caring on Social Media seeks to construct a new relationship with

digital mobile and fixed telephony customers and strengthen their trust.

In 2015, through social caring, Telecom Italia also offered a single business vision, generating positive sentiments towards

the brand and expanding upon the customer base; besides, in August it launched the integration of the Telecom and TIM

Facebook pages into the single official TIM page, which boasts 2 million fans, with an extension of the times at which the

social channels are manned.

Telecom Italia/TIM, which has always been committed to the development of technologies by which to improve the processes

and flows of customer services, obtained recognition for this in 2015, including:

m the Italian CMMC Social CRM 2015 prize for the skilled, quick response management of particularly large volumes;

m first place in the classification of Italian telecommunications companies for the “customer service” on Facebook
and ninth place worldwide amongst all brands (telecommunications and other companies in the Socially Devoted
classification, prepared by the research company Socialbaker during the second quarter of 2015. Being “socially
devoted” means answering the many interactions recorded on the social channels quickly, and which now represent
a significant volume. More specifically, during the fourth quarter of 2015, TIM managed interactions on Facebook and
Twitter with a response rate - respectively - of 87% and 71% (source: Blogmeter).

THE DIGITAL IDENTITY ON SOCIAL MEDIA

The presence of Telecom Italia/TIM on social media considers the social changes seen in the new methods of communication
both between people and between people and companies. In this context, the Company systematically and continuously
adopts specific communication strategies that are useful to constructing and communicating its identity on the Internet.
In this respect, a digital communication model has been developed, which is inspired by the evidence revealed during
the insight discovery process, at the basis of a data-driven communication plan. In this way, the most effective channels
are chosen on the basis of the reference target and subject matter discussed, the most appropriate times of the day to
communicate and the visual guidelines to be used. Moreover, the definition of the content to be communicated does not
end with the construction of the content strategy; it is a work that is in continuous evolution, which envisages the monitoring
of conversations and their measurement in real time, according to the KPI defined during the strategic phase.

The importance of a data-driven strategy is also confirmed by web monitoring activities carried out in the company. More
specifically, the matters relating to telecommunications and the related conversations between users are concerned by
specific analyses aimed at detecting the tone of conversations (web sentiment) and monitoring the experience of the
customers with regards to the offers and services of Telecom Italia/TIM and competitors, thereby providing input and insight
to the business lines.

All this has enabled the Company to consolidate its leadership in the various communities that have been created in
the different social networks (facebook, twitter, google+, instagram, youtube) around the main brands: TIM, TIM Impresa
Semplice, TIMvision, TIMmusic, Working Capital, Serie A TIM, Nuvola Italiana, with more than 7 million likers and followers.
For information about the social networking tools available to call centre operators (TUO), see the sustainability section of
the telecomitalia.com website.
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Customer Satisfaction within incentives schemes

Telecom Italia’s managerial incentive systems include many targets associated with customer satisfaction and experience,
in keeping with the business plan for the current period. This target is measured through the Customer Satisfaction indicators
monitored through periodical surveys. For 2015, the managerial incentive system envisages an objective based on the CSI
structured over two separate clusters of customer segments, identified on the basis of the positioning with respect to the
competitors. The purpose of this segmentation is to pursue different improvement objectives according to the segment.
Specific targets associated with quality parameters and consistent with the criteria established for corporate and segment
customer satisfaction indicators have been established in the collective incentive systems for Telecom Italia staff.

Finally, specific objectives associated with customer satisfaction have been set in the collective incentive scheme - known
as CANVASS - which involves some of the staff in the Customer Care and Open Access departments.

Conciliation procedures

The conciliation procedure between Telecom Italia and the Consumer Associations who signed the framework agreement

for the out-of-court settlement of telephone disputes, was the first example of joint conciliation in Italy. Introduced on a

trial basis in 1991 by SIP, it was implemented throughout the country in 1993 and in 1995 the European Union recognised

it as a “Pilot project for consumer access to justice”. The model is still used today but has been adapted over the years to
fulfil new requirements, computerised and made easier to use, while maintaining the basic values that made it such an
excellent tool, contributing to improving the transparency of the system, customer relations and a number of the Company’s
operational processes. In 2011, the joint conciliation model was brought to the attention of the European Union and, on

October 25 of the same year, the European Parliament recognised the “Italian joint conciliation model as an example of best

practice based on a protocol drawn up and signed by the Company and consumer protection associations, under which the

Company undertakes in advance to use ADR! to settle any disputes that may arise in the areas covered by the protocol”.

Twenty Consumer Associations have signed up to the conciliation agreement to date.

In 2009, in compliance with the voluntary undertakings given and approved by the Italian Communications Authority in

December 2008, Telecom lItalia also started managing conciliation requests submitted by customers at the offices of

Co.Re.Com.? and the Chambers of Commerce, thus providing a “single point of contact” and replicating the organisational

model successfully applied for joint conciliations. This system allows customers who do not wish to approach a Consumer

Association to use an alternative method for resolving their dispute through a streamlined and out-of-court procedure.

Than handling of conciliations takes customer requirements into account and, regardless of the selected procedure, allows

their relationship with the company to be improved.

The “single point of contact” model has so far allowed the undertakings given to AGCOM to be fulfilled and the expected

qualitative and numerical results to be reached. The Co.Re.Com channel is in fact becoming increasingly popular compared

to other channels (recourse to Chambers of Commerce is now secondary and accounts for fewer than 5% of conciliations).

The positive trend seen in the conciliation system in previous years continued in 2015, in fact:

m approximately 96% of the requests for equal conciliation discussed (9,268 out of 9,668), a percentage that is stable
year on year despite the clear increase in the practices discussed and recorded in 2015 with respect to 2014 (9,668 with
respect to 6,642, or +45%);

m around 83% of applications discussed by the Co.Re.Com. and Chambers of Commerce (20,294 of 24,429). This
percentage has remained at excellent levels despite the fact that, again in 2015, it experienced an increase in the
practices discussed with respect to 2014 (24,429 as compared with 18,540, making for +32%).

Telecom Italia supported the conciliation activity by means of:

m seminars and joint training initiatives involving dedicated personnel from Telecom Italia, AGCOM, Co.Re.Com. and
Consumer Associations;

m debates, conferences, interviews and other promotional activities involving senior management in order to
disseminate the correct cultural approach to the subject.

! Alternative Dispute Resolution.
2 Regional Communication Committees.
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Conciliation is becoming increasingly widespread among customers, particularly in view of the:

m large number of Co.Re.Com., which are opening provincial offices in many regions to make the conciliation system
more easily available to people (avoiding the costs involved in travelling to regional capitals);
better knowledge of the procedure, which is considered to be a quick and economical way of resolving disputes;
economic crisis, which leads people to resort to conciliation even for small amounts (e.g. potential inefficiencies
involved in transferring from one operator to another).

In Brazil, TIM has close relations with the National Consumer Secretariat (SENACON) and examines claims sent by the
Consumer Protection and Defence Authority (PROCON).

In 2008, TIM created the Legal BackOffice tool, which manages the whole process of handling claims from customers
dissatisfied with the solutions supplied by the Company and requesting the intervention of PROCON and the judiciary. This
tool shortens the response time, reduces operating costs and improves relations between TIM and the official representatives
of the above Bodies; Legal BackOffice thoroughly examines preliminary claims sent by PROCONSs (i.e. before they become
justified complaints). The Company’s legal department attends any conciliation hearings to settle justified complaints.

In 2015, TIM achieved excellent results in settling claims submitted by PROCON offices: CIPs (Preliminary Investigation
Letters) 79.5%; justified complaints 74.7% (source: SENACON official report).

Certifications
For areas of the company which have a significant impact on the community, because of the products and services they
offer, the Group has obtained certifications to ensure that procedures and conduct are adopted that meet the expectations
of the relevant stakeholders.
The certifications achieved for the main activities are shown below:
quality of products and services offered: UNI EN ISO 9001:2008 standard;
environmental protection: UNI EN ISO 14001:2004 standard;
limit greenhouse gas emissions: standard UNI EN 1SO 14064-3;
efficient energy management: standard ISO 50001: 2011,
protection of human capital by companies and suppliers: SA 8000 standard;
health and safety at work: BS OHSAS 18001:2007 standard;
general requirements for the competence of testing and calibration laboratories: ISO/IEC 17025:2005 standard,;
Information Technology services: ISO/IEC 20000-1:2011 standard;
data security: ISO 27001:2013 standard;
software and IT solution production processes: CMMI-DEV (Capability Maturity Model Integration - Development)
certifications;
m respect for principles intended to promote trust between consumers and businesses operating on the internet:
WebTrust (Certification Authorities - SSL Baseline Requirements Audit Criteria);
m fulfilment of the AGID (Digital Italy Agency) requirements to perform the role of:
¢ Accredited Certifier for Qualified Signatures, the National Service Charter and Timestamping;
¢ Accredited Operator for Certified Email;
¢ Accredited Custodian for storing electronic documents.
Detailed information about the certifications achieved by the various functions/companies of the Group can be found in the
sustainability section of the telecomitalia.com website.
In Brazil, as required by ANATEL (National Telecommunications Agency), the Brazilian telecommunications authority, KPI
Survey Method Quality Certificates were also achieved for the whole country regarding:
m personal mobile service (TIM Celular);
m switched fixed telephone service (TIM Celular and Intelig);
m multimedia communications services (FIBER).
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Child protection

[G4-PR6] The Group companies have undertaken numerous initiatives to protect children from content that may harm their

psychological and physical development (for example, content that is violent, racist, offensive to religious sentiment, etc.).

Among these, precise guidelines have been adopted for classifying and checking distributed content. These cover both the

content offered directly by Group Companies and content owned by third parties offering their own services on space purchased

within Telecom Italia’s portals. These guidelines are regularly updated in line with regulatory and technological evolution.

For this purpose, the Group, in accordance with current regulations and self-regulatory codes signed, implemented

procedures to prevent children from accessing adult content on all the Group’s service platforms (tablet/smart phone app,

web, IPTV, TIMvision by decoder, smart TV, Xbox, WAP services).

Specifically:

m TIMuvision: adult content can only be accessed using a decoder. This pay-per-view content can only be viewed after
entering the parental control PIN and purchase PIN. The parental control functions are governed by legal provisions
and mentioned in the statement delivered to customers after they sign up to the service;

m |PTV: access is only permitted to subscribers and the subscription can only be taken out by adults. The default setting
does not allow adult content to be viewed and can only be changed after the PIN supplied to the adult subscriber has
been entered;

m  WAP services: content is always moderated in advance by Telecom ltalia, in order to verify compliance with the
classification guidelines, and delivered by a centralised platform. The PIN for accessing adult content is supplied by
text message, at the customer’s request, after the person to whom the number is allocated is confirmed as being an
adult (including through the input of a tax code by the customer).

For services delivered by IP connection, the Total Security software is available: a complete suite of security services based on
ZoneAlarm® technology that protects you when surfing the Internet from viruses, hackers and spyware that may attempt
to install themselves on your computer. Furthermore, parental control ensures that children can surf the Internet safely, only
on sites suited to them, with antispam to protected them unsolicited emails. Total Security includes the following services:
antivirus and antispyware, to detect and remove viruses and spyware;

parental control, to protect young people against unsuitable content;

firewall for networks and programmes to block any attacks by hackers and harmful programs;

advanced download protection to analyse downloaded files before they can infect the PC and send a report if they
come from a dangerous source;

anti-phishing and site status, in order to block unsafe websites which deceive people into revealing personal data;
protection against unsolicited emails (SPAM), to block unsolicited emails automatically from email clients (email
protocols: POP 3/IMAP incoming only, SMTP outgoing only);

m wireless PC protection to defend your PC against risks associated with connecting to unprotected networks.

The TIM-Protect solution is the exclusive TIM option for total protection against WEB threats:

m parental control: protects young people while surfing the Net, filters WEB searches, gives warnings in case of
behaviour that is judged to be dangerous;

m theft protection: protects the device from loss and/or theft, ensuring remote control by sending a simple instruction
(block device, find device, delete data, SIM change notification);

m protection and privacy: protects all access to e-commerce, home banking and social media websites. Ensures privacy
by filtering unwanted calls and messages;

m antivirus: manages the device securely without affecting its operation, protecting it during use against viruses,
malware and other threats.

The Company is particularly focussing attention on parental control, with the launch of offers dedicated to the younger
generation (under 12s) with the TIM Protect service included, at no additional cost (TIM Young Junior). TIM is also
implementing comarketing initiatives with certain operating partners in the “kids” segment, which is particularly sensitive
to matters of child protection.
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For the purpose of combating online child pornography and computer crime, from an organisational point of view and
internally, Telecom Italia has identified the role of “Key contact for the Postal Police”. This person manages relations, and the
flow of information, with the Postal Police (CNCPO - National Centre for the Fight against Online Child Pornography, CNAIPIC
- National Centre against Digital Crime for the Protection of Critical Infrastructure etc.) and the competent authorities, and
has the task of coordinating, within Telecom Italia, the process of abuse management, in accordance with the relevant
legislative framework. Furthermore, the Group has adopted the organisational model in accordance with Legislative

Decree 231/2001, which defines the tools required to oversee and anticipate offences, particularly the dissemination of

child pornography, as well as to ensure the organisational/disciplinary management of computer crimes. For this purpose,

Telecom Italia has fielded resources, technologies, processes and tools to prevent and combat “abuse”, meaning any activity

committed in violation of the rules of conduct and legislation that governs the use of network services, digital systems or

means of communication in general.

In this respect, information initiatives have been implemented, aimed at children, parents and teachers, on the risks

connected with the new technologies and navigation on the Internet (chat lines, instant messaging, forums, communities

etc.). Among the initiatives involving a number of important public and private stakeholders selected above all on the basis
of their activities and commitment to safeguarding the rights of children (including the Postal and Communication Police,

Save the Children, Adiconsum, GSMA, FOSI* etc.), we would mention the following:

m “abuse” topic area on the Company intranet, which informs company staff and makes them aware of the activities
conducted and the tools that exist for preventing digital crimes and protecting children who use the internet services
provided,;

m the “Child protection” topic area on the telecomitalia.it portal, aimed at informing and making end users, and the other
stakeholders, aware of the correct behaviour to adopt during navigation on the network, as well as the values and
objectives that Telecom Italia pursues to combat digital abuse and protect children;

m form available on Telecom Italia’s corporate and commercial portals, which can be used by Telecom Italia’s end
customers, or by outsider users, to report any crimes involving child pornography encountered while browsing the
Internet. There is a guide to completion, and reports can also be submitted anonymously;

m management of the abuse desks: operational groups who handle abuse differentiated by type of service (consumer
and business), formed in accordance with the national and community regulations on child protection, the prevention
of digital criminality and the fight against sexual exploitation (child pornography). Their task is to receive alerts from
external users/customers regarding alleged computer crimes or the presence of child pornography on the Group’s
networks, and then direct them to the relevant department, where necessary involving the relevant authorities through
the key contact for the Postal Police;

m the booklet “Born with the Network,” dedicated to the adult-parent public for the purposes of:

¢ illustrating the fundamental rules for the safe use of the Internet;
¢ alerting people to the dangers that can be hidden on the network;
¢ providing the tools to convey the rules of conduct to children and guide them in the selection of content to use;

m web filtering: in accordance with the Implementing Decree of Law 38/2006 (Gentiloni Decree) which defines the
technical prerequisites of filtering tools that providers of Internet network connections must use in order to prevent
access to sites identified by the Postal Police through the CNCPO. Telecom Italia has also introduced a filtering system
for foreign websites with child pornography content;

m drafting of “Guidelines for combating child pornography on line”, which are intended to make the identification
of cases of child pornography to be notified to the Postal Police as objective and uniform as possible. The aim is to
minimise any potential interpretation uncertainty of the subjects concerned (chat moderators and/or community
services, developers, abuse desk operators etc.) and to ensure compliance with current regulations. The guidelines are
also modelled on those provided and implemented by the CNCPO and the major external organisations operating in

! Family Online Safety Institute.
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this field (Save The Children, Telefono Arcobaleno etc.);

participation in the “GSMA - Mobile Alliance against Child Sexual Abuse Content” Working Group in the context of the
GSM Association, for technological, policy and communications initiatives aimed at protecting children in the mobile
phone sector. Amongst other aspects, the initiative deals with awareness raising, the fight against illegal content and
the classification of content, and an important part of the programme is dedicated to Safer Internet Centres, present
in more than 30 different countries, to provide support and information for children, parents and teachers. The scope
of the activities implemented by the Alliance includes the agreement stipulated with Child Helpline International,
aimed at protecting children and safeguarding their right to be heard. Telecom Italia has subscribed to the initiative,
undertaking to support child helplines on a national level;

participation in the European initiative ICT Coalition for Children On-line, launched in 2012. Telecom lItalia is an active
member and participates in the coalition’s work, as it promotes safe, responsible use of the internet. Telecom Italia
has subscribed to the principles adopted by the Coalition, participates in the six-monthly forums (in this context,
Telecom lItalia also presented the EducaTl initiative) and the meetings organised by the Coalition with the important
stakeholders (e.g. NGOs) and the European Commission and European Parliament. In April 2014, the first report was
published on the implementation of principles by the businesses, drawn up by an independent subject. At the same
time, Telecom Italia has confirmed the implementation of the European Framework for Safer Mobile Use, stipulated in
2007. In 2015, a study was commissioned of an independent consultant, focused on the trend of the use of ICT services
by children and the younger generation, the results of which were unveiled in February 2016;

participation in the European Commission initiatives under the scope of the Better Internet for Kids (“BIK”) initiative for
the definition and implementation of the principles and technologies necessary to make the internet a safe place for
children (Telecom lItalia took part in the “CEO Coalition” initiative organised by the European Commission, currently on
stand-by). Telecom lItalia also took part in the 2015 edition of the Safer Internet Forum - an international conference
organised each year by the European Commission under the scope of the BIK - dedicated to “Breaking down barriers
for a better internet”;

cooperation in the context of the Italian Child Abduction Alert System (ICAAS) project, for the creation of a web portal
providing an “early warning” of missing children. In this context, in 2011, Telecom Italia signed the “Allarme Scomparsa
Minore” (missing child alert) agreement with the Ministry of the Interior’s Public Safety Department;

participation in the FOSI. In September 2015, Telecom Italia was involved in the organisation of the conference “Global
Trends in Online Safety: Creating a National Framework”, an opportunity to share international experiences in matters
of internet safety with some important international stakeholders, including the European Commission;

Telecom ltalia is a member of the COP (Child Online Protection) Board of the International Telecommunication Union
(ITU), seeking to protect children.

The Group has also implemented appropriate filtering and abuse prevention systems for services delivered in Brazil. In
particular, WAP services with adult content require user authentication while the delivery of adult videos on IP platforms,
which is only available in on demand mode, requires a PIN to be entered. All the content is monitored and rated by the
suppliers and, subsequently, by TIM Brasil, which limits their portfolio to level 3.2 of the international rating system.
Customers who wish to purchase adult content, have to access the relevant portal, click on “ADULT”, confirm that they are
adults and enter a password (parental control).

TIM Brasil has signed an agreement with Safernet to prevent sexual abuse and paedophilia on the internet. The agreement
covers cooperation and the centralisation of any reports regarding abuse of a sexual nature and the development of an
awareness-building campaign on the appropriate and safe use of the internet.
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Product responsibility

Telecom lItalia is primarily an operator of telecommunications services, which do not endanger the physical health of users?,

and it does not produce the telecommunications equipment it sells?.

In order to verify that the products placed on the market comply with health and safety legislation, the Company has:

m appropriate internal structures that check the incoming quality of the products it markets (telephones, modems, etc.),
both in Italy and in the production centres of manufacturers overseas;

m laboratories that test the products marketed by the Group, particularly as regards the electromagnetic emissions of
the mobile devices.

In this way, any non-conformities of products are detected prior to their market release, ensuring that products that do not
conform with the essential requirements of the European Directives do not reach the end customer.

Services provided to customers are subject to the requirements set out in the Service Charters and in the Terms & Conditions
of Subscription, available at telecomitalia.com.

[G4-DMA Customer Health and Safety] [G4-PR1] In its laboratories, Telecom Italia validates the satisfaction of the essential
requirements envisaged by the current Directives for the release of CE marking; conformity with these requirements is
certified at source by the manufacturer. For products sold in Italy, the reference framework is the set of standards that
support Directive 1999/5/EC, arranged by product macrofamily3.

With regard to protection and the safety of customers in using the equipment, the Group carries out checks on:

m levels of electromagnetic emissions (SAR) of technologically-innovative smartphones/tablets/modems comply with
Standards IEC 62209-1/2;

m the technical provisions aimed at reducing the risk of electric shock, overheating, fire and mechanical dangers, through
the application of standards EN 60950-1 and EN 60065.

The following were also verified:

m the energy efficiency aspects required by the EuP (Energy-using Products) Directive: equipment placed on the market
is checked against the stand-by/off-mode power consumption and performance limits set by European Regulations
1275/2008/EC, 801/2013/EC and 278/2009/EC, for equipment and their external power supplies (available as
accessories);

m functionality in different environmental conditions of installation and use of terminals and accessory components
for connection to the fixed network: checks are carried out on compliance with temperature and humidity ranges
established by ETSI (European Telecommunications Standards Institute) for the specific “service condition”, on which
different “severity” levels are based. Checks are carried out on the basis of the following standards: IEC-EN Series
60068-2-1 (cold), 2 (dry heat), 14 (temperature changes), 30 (humidity changes), 78 (continuous humidity). For the
most widely available products, with external plastic parts (e.g. AG), “flame resistance” is checked in the event of
malfunctions of the internal electrical parts;

m electromagnetic compatibility aspects, regulated by Directive 2004/108/EU (in future 2014/30/EU): every item of
electronic equipment is checked for unintentional electromagnetic signal emissions - in order to avoid interference
harmful to radio communication - and the fulfilment of certain immunity from electromagnetic interference
requirements. In Telecom lItalia constant checks are carried out on terminals and network equipment to determine
whether they comply with the requirements of international ETSI, CENELEC (European Committee for Electrotechnical

! Threats of a psychological nature or relating to security and privacy are dealt with in the Child Protection, E-security and Privacy sections.

2 At Olivetti, the Group company that operates in the IT sector, there are hardware production plants. In the context of the Group as a whole, these activities are not
significant as the entire turnover of Olivetti amounts to 0.97% of the Group.

3 For “Corded terminals”, the following standards may be applied: EN 60950, EN 55022 and EN 55024; for “Cordless terminals” standards EN 60950, EN 50371, EN 62311, ITU-T
P360, EN 301489 and EN 301406; for “Mobile terminals (smartphones, data cards etc.)” standards EN 60950, EN 62209, EN 302291, EN 301908, EN301893, EN 301511, EN
300440, EN 300328 and EN 301489.
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Standardization) standards regarding electromagnetic compatibility. In particular, checks are carried out on the
compliance of equipment with the limits set by standards to limit the emission of electromagnetic disturbances which,
in addition to polluting the surrounding environment, can interfere with radio communications.

By law, telecommunications equipment sold in Brazil must be approved by the regulatory authority ANATEL, which verifies,
in its laboratories, the conformity with Brazilian legislation on electrical and electromagnetic safety. There is specific
legislation to be complied with for each kind of equipment. TIM Brasil asks its suppliers to ensure that equipment has the
ANATEL certificate of approval.

[G4-PR2] Over the past three years, no non-conformities with European customer health and safety legislation have been
found in any product that has reached the final marketing stage, neither in Italy nor in Brazil.

[G4-PR3] When contracts are drafted, for all fixed telephony products, Telecom Italia requires packaging to include an
environmental statement, a statement about the origin of the tantalum possibly used in components, a user manual
containing safety information, details of any hazardous materials in the product and disposal information. In respect
of labelling of mobile devices, as they are consumer products that the Company merely resells and do not need any
customisation, the Company simply requires national legislation to be complied with.

In Brazil, in addition complying with national legislation, labels are required to contain information about the correct use of devices.
For a particular product range, TIM eco-friendly, discussed in detail in the Environmental protection chapter, all the relevant
environmental parameters are also shown (e.g. energy consumption).

[G4-PR4] Over the past three years, no non-conformities regarding product information and labelling have been found in
any product that has reached the final marketing stage.

There have however been a few cases in which non-conformities with regulations concerning information about services
have been found. More specifically, in Brazil in 2015, an incident occurred resulting in a total penalty of 2,897,416 reais; in
2014, 3 incidents occurred, resulting in a total penalty of 1,533,820 reais and in 2013, 2 incidents occurred, resulting in a total
penalty of 9,474 reais.

In Italy, the regulatory Authority’s sanctioning procedures for non-conformities with regulations regarding information on
services are part of the system of “penalties for the violation of regulatory legislation regarding consumer protection in
the supply and use of TLC products and services”; which means that, for Italy, non-conformities regarding information on
services have been merged with non-conformities regarding the supply and use of services (table below)?.

[G4-PR9] The number and total monetary value of the fines for non-conformities with laws and regulations regarding the supply

and use of products and services in Italy3.

Description 2015 2014 2013
Number of fines for non-conformities regarding the supply and use of products and services 4 7 10
Total monetary value of these fines (in euros) 2,833,000 1,102,000 727,619

[G4-PR9] The number and total monetary value of the fines for non-conformities with laws and regulations regarding the supply

and use of products and services in Brazil*.

Description 2015 2014 2013
Number of fines for non-conformities regarding the supply and use of products and services 3 5 12
Total monetary value of these fines (in RS) 13,592,963 13,214,257 11,268,560

11n 2015, 2014 and 2013, in Brazil, there were no incidents of this kind, other than the cases reported, which all resulted in financial penalties.

21t has not been possible to obtain a complete picture of the non-conformities that resulted in “warnings” in Italy in the current year because the concept of “warning” is not
clear cut. The issue of whether and how to assess the various kinds of “warnings” that arrive from the regulatory authority will be considered in detail in future. Furthermore,
as things stand at the moment, there is no system for receiving reports on the violation of self-regulatory codes concerning customers other than the reporting mechanisms

3 Cases include the supply of Premium services, “Losai” and “Chiamaora”, not requested, and teleselling.

“ Only final decisions are recorded. The cases include the supply of unsolicited services, failure to comply with established quality targets, unforeseen interruptions to the
service, coverage by means and at times other than those established with the authority, service and billing irregularities.

stated in chapter Sustainability and Governance.
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[G4-PR7] Overall number of non-conformities with legislation and voluntary codes regarding marketing communications in Italy.

Type of nonconformity 2015 2014 2013
Number of non-conformities with legislation resulting in a fine or penalty 0 0 1
Number of non-conformities with legislation resulting in a warning. 0 0 0
Number of non-conformities with voluntary codes 0 2 4

In Brazil, the only notifications relating to advertising and marketing communications are issued by CONAR (Conselho
Nacional de Autorregulamentagdo Publicitdria), non-governmental self-regulation organisation for advertising which does
not impose financial penalties and assesses non-conformities with the Advertising Self-Regulation Code. Anatel can impose
fines or warnings in cases of “general marketing communications” that are not compliant.

In 2015, TIM Brasil received 5 notifications of non-conformities: 4 proposed by competitors and one by CONAR. Of the 5
notifications, 1 entailed no penalties, for 2 the change in advertising has been arranged, the last 2 were still being examined
at end December 2015%; in 2014, CONAR did not report any type of non-conformity, whilst in 2013 it reported 5, for which
the advertising was changed or suspended. Moreover, in relation to cases of non-conformity with the legislation, taking
concrete form in a notice, CONAR issued 1 notification in 2013, for which no intervention was required.

Safeguarding privacy and personal data protection

[G4-DMA Customer Privacy], [G4-PR8] In order to ensure that personal data is protected in the performance of business
activities, Telecom Italia has applied an organisational model, since 2003, which includes a Privacy Function supervising
correct application of the relevant regulations throughout the Group (according to Legislative Decree 193/03, known as
the “Privacy Code”). In this context, when it establishes or acquires new companies, the Parent Company also provides the
support required to identify and carry out the formalities required.

The adoption of legal measures and the instructions of the Privacy Guarantor for personal data protection is assured by
constantly updating the Group regulations and policies. Among these, the “System of rules for the application of the privacy
regulation in the Telecom Italia Group” is particularly important, which defines the provisions and operating instructions for
each commitment concerned and which in 2015, was completely revised and updated, according to the regulatory evolution
and the introduction of new customer services.

In 2015, the framework of the Company’s personal data processing provisions was enhanced with a policy on compliance
requirements for the processing of anonymised or pseudonymised data, under the scope of big data type analyses. This
policy also considers the opinions on the matter issued by the Group of European Privacy Guarantors (article 29 Working
Party) and the indications given by the Italian Data Protection Authority regarding the examination and approval of the
procedures established by Telecom Italia to protect the personal data of its customers in the context of a project to analyse
the mobility of the population devised to respond to the information requirements expressed by public organisations and
government offices that manage land and transport infrastructure.

The Company policy has also been updated, which defines the compliance requirements for the systems dedicated to the
supply of ICT services (e.g. storage, disaster recovery, systems management, etc.) for business customers.

Also during the course of 2015, Telecom Italian continued to take the steps required to implement provisions inits internal processes
to deal with any violation of personal data security relating to electronic communication services (so-called “data breaches).

In particular, 9 training meetings were organised involving over 220 officers and managers, to disseminate and illustrate the
specific internal procedure, which describes the activities to be undertaken and the related responsibilities should events
defined as data breaches occur.

The constant training activity, carried out in order to disseminate and ensure the correct application of internal privacy
legislation, in 2015 took concrete form in a specific update for the operators involved in the compulsory procedures for

1 On 23 December 2015, for one of the two notifications, a preliminary provision for the suspension of advertising was issued.
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the judicial authorities and in investigations of privacy aspects as part of a cycle of seminars for employees on big data
matters. Other training interventions involved the sales network, as regards matters relating to the possibility of contacting
customers and the resources appointed for staff recruitment. Furthermore, meetings centred on the management of
telephone and electronic traffic data were held both during periodic training seminars to train conciliators, which are
attended by representatives of Telecom lItalia and consumer protection associations - and also during specific activities
dedicated to the external sales force of Business Department and to commercial compliance.

The effective application of the regulations is monitored through a control system based on regular self-assessment
procedures by those responsible for handling the data, and on sample checks carried out by the relevant central departments,
based on established procedures and methodologies. In consideration of these activities, a Report has been prepared on the
status of adoption of the security measurements envisaged by privacy legislation that, in a company document, formalises
the activities carried out to guarantee compliance with the provisions on personal data processing, the results achieved and
the status of plans for improvement.

With regard to privacy protection relating to new technologies, Telecom Italia is also involved in initiatives of the European
Commission (EU) to promote in the EU the development of cloud computing services that fulfil the requirements of EU
law. In particular, Telecom ltalia is actively involved in international working groups assigned by the European Commission
to develop standards for establishing service levels (https://ec.europa.eu/digital-agenda/en/news/cloud-service-level-
agreement-standardisation-guidelines), model contracts and a reference code of conduct (https://ec.europa.eu/digital-
agenda/en/cloud-select-industry-group-code-conduct) for the suppliers of these services.

The following table shows:

m the information requests made to Telecom lItalia, in Italy, by the Italian Data Protection Authority, including those
made following reports from customers;

m the percentage of such requests filed by the Italian Data Protection Authority based on explanations supplied by
Telecom lItalia?

Description 2015 2014 2013
Requests received 220 435 368
Percentage of requests filed >98% >98% >99%

With regard to Brazil, in accordance with the Federal Constitution, article 3 of the general law on telecommunications no.
9.472 of 1997 establishes the right of customers to the confidentiality of their personal data. The personal mobile service
regulation, in articles 89, 90 and 91 of Resolution 477 of the national telecommunications agency (ANATEL), requires
companies to take responsibility in this respect and establishes that any waiver of confidentiality must take place only if
requested by the relevant authority in the cases provided for by law.

In order to ensure the confidentiality of its customer inf