Chairman’s Letter

The year we have left behind us was, for Telecahalta year of unswerving concentration on the
operational management of the Group, aimed at lambimg costs and revenues, reinforcing the
generation of earnings and reducing indebtednels Management effort took much energy and
required great discipline in the use of resouresvever, this did not push our commitment to adl th
stakeholders into second place. On the contrary,whs further strengthened by its closer integrati
with the activities of the business, and by thalds&hment of the Telecom Italia Foundation with
regard to socially-purposive interventions.

These pages, as ever, present a thorough andedefaéinorama of actions taken in support of
sustainability, which encompass the entire compaiig many parts.

One example is the progress we are achieving inethironmental sphere. Starting with our own
activities. In 2008, the Group’s indicator of enegfficiency — which sets the service offered te th
customer, expressed in terms of bits transmittedusynetworks, against its impact on the environimen
measured in terms of total energy consumed — was again improved, by as much as 35%. The
growth in traffic was not the only factor contrimg to this result. Also very significant was theeaall
reduction of electricity consumption, the firstthre last four years. This would not have been piessi
without the continuous work of rationalization, neodization and technological innovation of the
network infrastructure, and experimentation withwnsystems of energy production. Optimizing
consumption, modernizing the fleet of company @ard converting the thermal plant have, indeed,
reduced the direct and indirect emission of cardioride into the atmosphere by about 20,000 tons.
Indubitably, telecommunications in general, andadimand in particular, can play a very importang rol
in the environmental cause, with significant repsstons too on social front at the national leyakt
think of the passage from paper to digital forncommunications between the public administration,
citizens and businesses, eliminating the distaacesthe necessity for travel. Think of the benefits
inherent in the services of telemedicine, e-leaynielepresence, tele-working and, when travel is
unavoidable, info-mobility services for traffic megement, transport and logistics. Now think of the
possibilities of using the sensors and connectwitisin the network for the more efficient contraica
management of every use of energy resources.

Another sphere of great social importance in whighare working, very often in close collaboration
with local public authorities, is that of reducitige digital divide, in order to avoid the creatiainnew
forms of discrimination towards those who find iiffidult or impossible to access information
technology. This is an issue we are tackling botmfthe geographical point of view, by extending
network and broadband coverage into the more margmeas, and from the cultural point of view, by
promoting a wider awareness of digital technologie®ng the weakest strata of society.

This year, the Telecom Italia Foundation has becamantegral part of the Group’s Sustainability
strategy. We have entrusted to it the task of ceamig our commitment to the community, supporting
ideas and projects in the fields of education,uraland society, targeted at improving people’digua
of life and also contributing, in this way, to theomotion of innovation and modernization withire th
country, which is an objective of the whole company

We are proud to note that the determination withctviwe pursue this goal led to Telecom ltalia’s
place being confirmed in 2008 in all the main glahasstainability indexes, which only include thesho
deserving companies, selected through a rigoroauseps of evaluation. A further cause for satisfecti
was the recent admission of Tim Participacbes t® IBE index ifhdice de Sustentabilidade
Empresaria), managed directly by the San Paolo stock marketBrazil. Another important
acknowledgement has been the co-leadership ro&nthi the Group in the “laboratory” which — as
part of the Alliance between the European Commmssiad companies launched in March, 2006,
designed to make Europe a pole of excellence iporate responsibility — is working to develop the
criteria and methodology for the effective commaitimn of non-financial performance. Still in thear

of communication and reporting, it should be notledt Telecom Italia was judged by the Carbon
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Disclosure Project to be the best company in allylfor the measurement and representation of
information regarding the emission of greenhousega

This sheaf of positive assessments represents thefustimulus in pursuing our commitment to
sustainability, continuing to disseminate, in &k tcountries in which we operate, the principleshef
Global Compact, the initiative launched by the EdiNations in 2000 to promote the protection of the
environment, respect for human rights and workimgditions, and to fight corruption.

Ahead of us, the foreseeable future will continoebe characterized by the particularly difficult
international economic situation. This will put tleerporate system under strong pressure, forcing
businesses to concentrate on the fundamentals nageaent to a much greater degree than in the
recent past. Those who, like us, see sustainalbgitgoing hand in hand with the creation of vahié,
draw from this renewed motivation, which will cenig make a positive contribution in confronting
complex circumstances. This will bring benefits tbe company’s results, but, first and foremost, it
will bring benefits for all those who demand frorel@com Italia that contribution of innovation and
modernization that will be the solid foundation opevhich recovery and new prospects for
development can be constructed.

Gabriele Galateri di Genola
President



Human Rights

Principle 1. Business should support and respect the proteatfdanternationally proclaimed human
rights.

References related to thé'principle (2008 Telecom Italia Sustainability Report Chajaragraph):
» Introduction: References and Governance;

* Introduction: Charters, Codes and Values;

* Introduction: Strategy/Sustainability strategy #09-2011,
* Introduction: Planning;

* Introduction: Reporting;

* Introduction: Results/European Alliance;

* The Community: The Telecom lItalia Foundation;

* Human Resources: Strategy;

* Human Resources: Health and Safety;

* Human Resources: Accidents.

Introduction: References and Governance

In defining and implementing its own Sustainabildlyategy and programme, Telecom ltalia Group

makes reference to the guidelines issued by then ngdobal organisations of guidance and

standardisation in Corporate Responsibility.

In 2002, Telecom ltalia endorsed the principlethefGlobal Compact.

The System of Sustainability Management also takts account international regulations and the

main standards in the area:

» the Recommendations and Communications of the Earo@ommission;

* the OECD guidelines directed at multi-national gmiises;

* the principles of the international research instt AccountAbility, on Assurance and on
Stakeholder Engagement;

 the ISO 9000 and ISO 14000 certificates for the li@Quaand Environmental Systems of
Management;

» the principles of the Conventions of the InternadiloLabour Organisation (ILO) on respecting the
fundamental rights of workers;

» the Social AccountAbility 8000 standard (SA8000med at promoting respect for human rights
and working conditions by companies and their sypphins.

The Board of Directors’ meeting of November 7, 208&cided to group the monitoring of activities in
the field of Sustainability under the oversighttbé External Relations Department, thus giving it a
supervisory and coordinating role, and by estabiglthe Telecom Italia Foundation. The Board of
Directors also decided to take on responsibilitydorutinising all sustainability activities thrdughe
Internal Control and Corporate Governance Commitiegt will check sustainability activities,
including projects managed by the Telecom ltaliarfétation to ensure they are consistent with the
Group’s ethical values.

Introduction: Charters, Codes and Values

The commitments undertaken by the Group towardstaiseholders are based on a system of Charters
and Codes which are available on the www.telecdmiitawebsite (Sustainability/Our model/Policies),
and on the Group Intranet, which ensures easy sidoesll employees. The pillar of the system s th
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Code of Ethics, which is the primary element of tirganisational model, and the overall Internal
Control System of Telecom ltalia Group, founded tbhe conviction that ethics in the conduct of
business is a prerequisite of the success of thsihéss. The Code lays out the goals and guiding
principles at the centre of business activitiehwigard to the main stakeholders with whom theu@ro
interacts. Respecting the Code is a requiremengdoerning bodies, managers and employees of all
the companies of the Group, as well as for collatoos and third parties in business relationshigpis w
the Group, within the boundaries of their compegsnéunctions and responsibilities.

Other policies adopted by the group, which arelakibg in the Sustainability section of the website,

concern:

* the social responsibility of the Telecom ltalia Gpowhich regulates compliance with labour
standards within the Group, in particular childdah forced labour, health and safety, freedom of
association, discrimination, disciplinary procedyn&orking hours and pay;

» relations with suppliers in Telecom Italia Groupéequisitions process which governs the
negotiating ethic of the Group (transparency, tgasation of roles, fairness and traceability) and
the requirements that Telecom Iltalia demands ofsiippliers in the area of working and
environmental standards;

* TV self-regulation code aimed at the protectiomdifiors with respect to television services.

Introduction: Strategy/Sustainability strategy f&009-2011

The Group acts out of the conviction that busiressities should be carried out taking into acdoun

the expectations of the stakeholders, in line with principles established by the internationally

recognised standards to which the Group refers.

The business must be oriented towards the purduitnancial results without losing sight of the

environmental and social context in which it opesat

The Sustainability strategy for the three years32P011 is founded on:

» attention to quality of the service, which is mon&d constantly by the responsible departments;

» attention to energy efficiency and the developnmansolutions aimed at reducing environmental
impact;

* commitment in support of the communities in whidte tGroup operates, promoting ideas and
projects aimed at improving people’s quality o€ lthrough the Telecom lItalia Foundation;

* integration of Sustainability data within the Gro&pnual Report, in confirmation of the Group’s
intention to present its financial performance flyinvith non-financial information intention;

» evaluation of the impact in terms of Sustainabitiffhe business projects presented for approval by
the Group’s Investment Committee, through an assestsschedule filled by the relevant project
manager,;

» the involvement of the stakeholders in the compaxatiyities;

» development of the reporting in order to achieveatgr adherence to the guidelines of the Global
Reporting Initiative (GRI);

» the definition of quantitative objectives in lingtivthe most important issues of Sustainability;

* integration of sustainability and innovation: a @fie section is dedicated to matters of business
responsibility within the technological plan, thecdment in which the company defines its strategy
in terms of the evolution of the transmission netyo

» confirmation of the international commitments ire threa of sustainability, including membership
of the Global Compact, and support for the Allianck March, 2006, with the European
Commission.

Introduction: Planning
The Sustainability Plan is based on a procedurtaghaoken down into four phases:
1. identification of the areas for improvement in sirsability performance;



2. comparison between the areas for improvement angrbjects the Group plans to carry out for the
purposes of its business, with particular attentmimvestment projects;

3. definition of targeted actions to be taken in theaa for improvement where no projects have been
conducted previously, or those where the plannegegis do not have sufficient, positive impact in
terms of sustainability;

4. monitoring those areas in need of supervision @eioto maintain the performance level attained.

The identification of the improvement goals is lthea:

 commitments required by international organizatieshsuch as the UN, ILO, OECD - and
regulatory bodies, tailored to the Group throughdbde of Ethics and other charters and policies;

» general issues assessed by analysts for the purpadenission to the sustainability indexes;

» stakeholders’ requests (conveyed through assogstibe media, direct contacts, etc.);

* benchmarking with peers.

Projects that require relevant investment, presefie approval by the appropriate Committee, are
accompanied by an assessment schedule in whichitgact, in terms of the Sustainability of the
investment, is stated. The Project Managers idemttiether the projects for which they are seeking
approval have positive, negative or neutral impat¢erms of sustainability, regarding certain kegas
identified for each stakeholder. These reportdalen into account within the decision making pssce
that leads to the approval of investments, and greyide a useful summary for assessing the overall
impact of the Group’s investment choices in terfnsustainability.

Introduction: Reporting

The performance analysis and the associated ragaufi the results are based on a multi-stakeholder
approach, and upon around 200 KPI (Key Performéamtieators), defined on the basis on the analysis
of the GRI (Global Reporting Initiative) guidelingbe demands of stakeholders and the checklists of
the leading rating agencies, with the aim of indaosn the indexes of sustainability indexes.

The methodology adopted to measure investmenteeanCommunity is that defined by the London
Benchmarking Group (LBG).

For the purposes of the sustainability report, gliddgy companies included in the area of consalmmtat
have been taken into account, unless otherwisedstakcluding Discontinued operations/Non-current
assets held for sale.

The selection of matters to be published in théasusbility report has been made on the basis @f th
principles of materiality, responsiveness and catgpless as defined by AccountAbility, in line with
the GRI qguidelines: the information reported coneer the relevant impact (in
economic/environmental/social terms) of the Growgesvities on stakeholders.

Introduction: European Alliance
Within the context of the Alliance between the Epgan Commission and companies, launched on
March 22, 2006 with the aim of making Europe a pafleexcellence in CSR, various “laboratories”
have been set up, that are working groups wishgbdompanies and stakeholder representatives
together, with the support of the European Commissihe objective of these laboratories is to evgplo
and develop shared, operational solutions that ibemaasurable progress in the Alliance’s priority
areas, among which is an improvement in the quefityre reporting processes. In this framework, the
“Sustainability and non-financial performance assent” laboratory, of which Telecom ltalia is co-
leader, was established, with the aim of definimy amlvanced reporting model for non-financial
performance to meet the needs expressed by ingeator other stakeholders. To encourage a dialogue
on the subject, a wide-ranging consultation prosgas begun through a cycle of meetings (focus
groups) in ltaly (Rome and Milan) and abroad (Ffartk Paris, Stockholm and Utrecht) which
involved companies, investors, academics, repraBees of the European Commission and
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stakeholders. In furtherance of the consultatioocess, an Internet site (www.investorvalue.org) has
been launched, where it is possible to expresgpariom on the preliminary results from the laborgito
which were presented on December 4, 2008, in Bisissethe presence of representatives from the
Institutions, academia, the business world and NG@gainst that backdrop, the workshop got the
explicit appreciation of the Vice President of thieropean Commission, Glnter Verheugen.

This laboratory is transversal to the ten Globain@act principles.

The Community: The Telecom lItalia Foundation

The Telecom ltalia Foundation was established du2b08 and became operational in 2009.

The Foundation is a manifestation of Telecom It@@up’s Sustainability strategy in relation to the

community. With its establishment, Telecom Itaadetermined to strengthen the Group’s commitment

towards the communities in which it operates, priangoideas and projects designed to improve

people’s quality of life. Specifically, the Founttat is active in the following areas:

* in the social field, developing educational and psp projects dedicated to the vulnerable and
disadvantaged categories and bands of the populatio

» in developing projects dedicated to educationning and scientific research;

* in protecting the artistic and historical heritageyeloping innovative ways and means of enjoying
and disseminating knowledge.

The Foundation’s president, Professor Joaquin Maalls, will be supported by a Scientific Stegyin

Committee, composed of experts in various fieldslgfining the operational plan of activities.

The Telecom ltalia Foundation — whose offices areRome — is a business foundation of the

distributive kind, with a management fund tied be tprofitability of the Telecom Italia Group. The

financial commitment for 2009 is the equivalentOo® per thousand of the consolidated EBTIDA for

the year 2008.

Human Resources: Strategy

The companies of the Group recognize the centrpbrtance of Human Resources, in the conviction
that the principal factor in the success of anyiress is the professional contribution of the peapho
work there, within a framework of loyalty and rempal trust.

The companies of the Group protect health and ysafetwork places and hold as a fundamental
principle the respect for workers’ rights in thendact of economic activity.

The management of labour relations is directeduatanteeing equal opportunities and promoting the
professional growth of each person.

Human Resources: Health and Safety

During 2008, at Group level, certain specific potgéinitiatives were carried forward or begun:

» Wellbeing in the care centres project
Under this project, begun in 2004, a survey wasdearaout of all operators in the Padua call centre,
later extended to the numerous call centres dig&th around the entire country, using a new,
computerised questionnaire prepared by Turin Usitserwhich involved a sample of around 3,000
workers.
Adjustments were carried out, in accordance with @ompany/Union Organisations (OO.SS.)
agreement on “wellbeing in the call centre”, sigmedMay, 2008, regarding the macro areas for
improvement that were identified.
Meetings have been held with outside Bodies, inoythe requisite meetings at regional level with
other interested parties (Representatives of Werl@rSafety, the Joint Environmental Committee,
etc.).
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Moreover, the ergonomic/environmental campaignakdd to the company’s call centres has been
completed,;

The Drive Safely project

Nineteen editions of the theoretical-practical sdiging course started in 2007 were staged for 681
technicians who frequently use vehicles in the rareourse of their work. In addition, the
awareness campaign created by the Service of RrengRrotection and the Environment (SPPA),
directed at operational personnel, has continuedh wneetings supported with dedicated
audiovisual equipment;

Awareness campaign

New initiatives were launched, aimed at the proorowf safety in the workplace, among which
were the drawing up and wide distribution of a nefermation leaflet on the subject, and a more
systematic use of internal channels of communinatio

In Tim Brazil, the “Prevention of Accidents in thiéorkplace Week” was launched, centred on four
main themes: the environment, accident preventloeglth care and the quality of life. A
competition was launched in which collaboratorsgiesd projects to improve the quality of life in
the company. The best projects will be implemestading in 2009;

Exposure to physical agents

The evaluation of the concentration of radon gasertain types of workplaces has continued,
through a scientific collaboration with the Highlastitute of Health to develop an operational
methodology, and an accredited laboratory.

Exposure to biological agents

In agreement with the Higher Institute of Healtlne tinvestigation has been extended to
subterranean plant where Telecom lItalia’s technghork, as part of the widest possible process
of evaluation of biological risk (Legionella);

Site Sharing Project

Common protocols for managing safety-at-work issmeshared Radio Base Stations have been
completed, in agreement with Vodafone.

Among the other activities undertaken to guaramtee promote the health and safety at work, the
following are of particular importance:

the up-dating of the company’s Risk Evaluation Duoeut;

training in health and safety at work matters —, 182 hours for workers exposed to specific risks,
those responsible for emergency management, thbeemsrk at video terminals, newly recruited
staff and/or those whose duties have changed,;

in the area of health supervision, 225 inspectwege carried out by competent doctors and the
SPPA in places where video terminals are used;

implementation of activities for the application thie Safety Management Systems in conformity
with the OHSAS 18001 standard in certain orgarosaii areas;

carrying out controls and monitoring of buildinggant, equipment and processes. In particular, the
following have been implemented:

— 351 micro-climatic measurements in the call centres

— 124 measurements of noise pollution, and correstion

carrying out of 304 evacuation rehearsals to chbekefficiency of the Emergency Management
Plans. In Tim Brazil, 9 rehearsals were carried out

up-dating of 314 First Aid Operational Plans.



Human Resources: Accidents
The data on accidents regarding Telecom ItaliaAS.are presented below in comparison with data
referring to the preceding year.

2008 2007
Number of accidents 932 969
Severity index (*) 0.45 0.24
Frequency rate (*) 9.77 10.28
Average duration in hours 127.31 136.01
Rate of unproductiveness (*) 1.24 1.40
Accidents per 100 workers 1.63 1.62

(*) The indices of severity, frequency and unprddieness are respectively:
- the number of conventional working days losthia year for every thousand hours worked;
- the number of accidents per every million houosked,;
- the number of hours lost due to accidents foryetlousand hours worked.

The increase in the index of severity is due teg¢hatal accidents that occurred during 2008, atlwh
one was work-related and two unrelated to workdraecidents).



Human Rights
Principle 2 Business should ensure that they are not compii¢ite human rights abuses.

References related to the 2nd princigl2008 Telecom Italia Sustainability Report Chaparagraph):
* Suppliers: Strategy;

» Suppliers: General Matters;

» Suppliers: Controls;

* Suppliers: Main Sustainability Initiatives;

» Customers: Digital Divide;

* Customers: Relations with Consumer’s Associatioosf@iation;

e The Community: TIM Mobile Speak;

e The Community: Crazy for the blog;

* The Community: Technological innovation and sersitteough collaboration with universities;
* The Community: Electronic Healthcare Solutions;

* The Community: Tim Mobile care;

* Introduction: Results;

* Introduction: 2009 Objectives.

Suppliers: Strategy

The companies of Telecom lItalia Group ensure thatquisition process is aimed at the procurement
of products and services under the best possibt&anaonditions, at the same time guaranteeing the
prerequisites of quality, safety and respect ferghvironment. The process of acquisition is based
competitive comparison of the technical/economferrigs of suppliers, selected on the basis of-well
founded company procedures at Group level, andrgetive hallmark of ethical dealings.

The Group is committed to guaranteeing the quaditythe acquisition process and its continual
improvement, in the light, too, of green procuretnebtaining the respective certification of qualit

Suppliers: General Matters

The process of selection, assessment and contibéletom Italia Group's suppliers is achieved, for
high risk categories of commaodities, through a getractual phase of evaluation in which the
economic/financial and technical/organisationalrabgeristics of the potential supplier are assessed
with a view to inclusion on the Group’s RegisteiSaippliers.

The Groups requires of every supplier a declaratibrommitment, on behalf of the company in
guestion and any authorized sub-contractors, camlédbrs and employees, to observe the principles of
ethics and conduct contained in the Group’s Codégtlocs and Conduct.

Further details on these activities can be foundh@ section “Acquisti” of the Supplier Portal
(http://suppliers.telecomitalia.it/).

Suppliers: Controls

In the course of the year, in the technical fieldpund 17,000 checks have been carried out on the

execution of work, which focused in the main on fthstallation phase of new equipment, the

distribution of services and work, and the mainteeeof the network.

A summary of the main controls carried out on sigoplin the Purchasing Department during 2008

now follows:

* Supplier Evaluation: 1,070 evaluations have beemieth out on 557 suppliers, of which 119
produced negative outcomes, and 126 in which juégemas reserved for a specified period of
time;
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Subcontractor Evaluation: 354 evaluation checksaxhout, with 32 negative outcomes;

Vendor Rating monitoring: 80 six-monthly reportsued, concerning 344 suppliers and 43
categories of acquisition;

Technical-organisational audits at the suppliersadguarters for Incoming Quality controls
regarding products and services: 503 product bateleze checked, of which 52 were blocked for
non-conformity;

Technical-organisational audits at the supplieesidguarters for evaluation procedures: 203 checks
were carried out on 142 suppliers, of which 23 posdl negative outcomes, and 17 in which
judgement was reserved for a specified periodnoé i

Technical/organisational audits at the headquarterd high-risk  subcontractors
(equipment/operational activities) for evaluatiangedures and authorisations of use on the part of
supplying businesses: 147 checks on 121 suppliers warried out, of which 5 produced negative
outcomes, and 10 in which judgement was reservea $pecific period of time.

Suppliers: Main Sustainability Initiatives
The following initiatives were undertaken duringd30

the “Guidelines for the Evaluation of the Life Cgabf the Products”, (issued at the end of 2006),
were applied to 22 products. These guidelines atlmsvassessment, through an eco-compatibility
index, of how far acquired goods, that are managednarketed by the Group, meet the
prerequisites of the key environmental requiremeantsl that they are designed, realized, used and
discarded in such a way as to facilitate the mamage of the entire life cycle, from the
environmental and economic point of view.
The product families to which the guidelines ar@ligol are defined on the basis of the volume
acquired, their impact on the company’s reputatiba,economic and legal risks and dangers. They
are:
— products that are intended for marketing (teleghterminals, switchboards, fax machines,
modems);
— office products (computers and peripherals, plagers, paper, consumables such as toners,
batteries, etc.);
— network apparatus and materials (poles, mobienehantennas, cabinets, accumulators, power
stations);
in acknowledgement of the commitment undertake®008, the aforementioned evaluation of the
life cycle of the products of 56 suppliers has bim¢egrated with other checks, aimed at assessing,
more generally, the initiatives adopted in the arefaEthics and Sustainability, such as observance
of the principles of Ethical Business conduct, anth procedures to ensure the health, safety and
rights of workers. These checks also have the tgeof promoting the suppliers’ commitment to
pursue, together with their own suppliers (sub-sappof the Group), Sustainability throughout the
entire supply chain;
checks have been carried out on the suppliers luidiary companies abroad. In particular, the
main suppliers of the subsidiary, Hansenet Telekamkation GmbH (Germany), have signed up
to the principles of Telecom Italia Group’s Codebbiics and Conduct;
the Group’s Purchasing Department completed, ineddaer, 2008, the certification procedure
confirming its conformity with the prerequisitestoe standard 1ISO 9001:2000 of the “Management
System for Quality”, already obtained by some depants in 2007 and now extended to the entire
Department. This initiative involved the mapping tfe Management processes with the
identification of more than 193 performance indicatthat permit the monitoring and improvement
of the administration of services supplied to in&rclients and suppliers. Furthermore, the Facilit
Management department obtained the 1ISO 1400 catiibin;
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a second survey was carried out (the first was wcted in 2007) into the level of satisfaction o th
Group’s main suppliers in the Purchasing Area, and’elecom Italia in general. The on-line
guestionnaire, made up of 28 questions, was livetvi® weeks, and the analysis involved 688
suppliers with access to the Supplier Portal. Theral average outcome of around 290
guestionnaires compiled (with around 43% partieggatompared to 34% in 2007) was equal to
69/100 (71/100 in 2007);

since 2006, Telecom lItalia Group has participatedhe work of a study and strategic direction
group for the Sustainability and Integrity in Degls with Suppliers (SIRF), which involves some
of the most important Italian companies operatingthe service and manufacturing division.
Following the formalisation of the rules of condwutd the criteria for carrying out the supply
procedure, through specific guidelines drawn frbmninhternational standards in the area of business
responsibility, an assessment was also carriediro®008 (with reference to the year 2007).
Telecom lItalia Group’s conformity rating with thdR% Guidelines, which are produced by a
leading independent evaluation company and baseisiog scale, was also “optimum” for the year
2007, with an overall improvement in the valuat{tme total points were 87.40% against 83.42% in
2006);

the first e-community of the main suppliers of tiredwork works’ division has been brought on line
with the aim of improving communications with anétWween suppliers, chiefly on subjects
regarding social and environmental sustainabilitire initiative involved the network works’
division, which has always been the object of palér attention precisely because of the
importance of the question of safety at work thatactivity presents.

In order to guarantee a more efficient exchangef@irmation, the e-community has even been
given its own Internet site, called “TelecHome”,igfhcan be reached through the Supplier Portal
by using the appropriate log-in credentials. Irs tvay, the improvement of the interchange within
the e-community has been ensured, also thanks ltomadia tools, aimed at:

—integrating best operational practices adoptegatific subject areas;

— publishing the results obtained, in terms of theremmental and social certification attained;

— carrying out electronic voting campaigns on varimisatives, for the purpose of their evaluation.
Subjects dealing with the correct execution ofaiartctivities with a high risk of accidents were
discussed during the year. This has permitted thation of documents listing the best operational
methods to be adopted, which has been shared athergarticipants, and has, thereby, become a
valuable resource for the e-community.

Furthermore, discussions have begun on the managerhenanufacturing waste, a subject that
impacts directly on the environmental sustainabidift businesses and, consequently, of Telecom
Italia.

A second e-community has also been launched folGRepartner division, which has its own
discussion site. This too is focused on the sulgesbcial and environmental sustainability.

The first theme chosen for discussion regards tethod for reducing the energy consumption and
environmental impact of the ICT solutions;

an overall vendor rating indicator has been defimduich considers intersecting aspects of the
various suppliers, with more general attentionlendtakeholder sphere.

The indicator has four components:

- the category vendor rating (40% weighting);

- the Social and Environmental Sustainability ind2@% weighting);

- competitiveness (30% weighting);

- the regularity of invoicing (10% weighting).

The evaluation of the overall level of the perfonoa of the chief suppliers will be carried out
annually and will allow the creation of a framewook reference that will be useful for the
acquisition strategy and for interventions with tlaéd suppliers.
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In particular, the evaluation of the Sustainabilitgex is arrived at by considering the indexes of
accidents and contributory propriety, as well ase&hvironmental and social certification, the level

of proactivity in the e-community and the adoptiof initiatives to save energy and reduce

environmental impact.

The initial, experimental application to supplierghe network works’ division has revealed certain

areas for improvement in the businesses, incluthegdevelopment of the awareness among the
suppliers on the subjects in question, and theuguspecifically, of the goal of “zero accidents”.

Table summarizing the 2008 Results vs 2008 Obgsctimd 2009 Objectives.

Subject 2008 Targets Status 2009 Targets
ISO 9001 and Completion of the ISO 9001 certificatiomAchieved | Maintenance of the I1ISO 9001
ISO 14001, of Tl Group’s Purchasing Department and certification of TI Group’s
certification ISO 14001 certification of the Facility Purchasing Department and 1SO
Management activities of the same 14001 certification of the
Department. Facility Management activities

of the same Department.

E-community | The development of an e-communjtAchieved | Development and extension pf
project project through the creation in the the e-community to more groups
Supplier Portal of a multimedia of suppliers.
environment for:
v’ publicising policy, standards, specific
goals and best practices in the field| of
Sustainability;
v’ stimulate the initiation of Sustainability
projects;
v’ organise electronic voting campaigns
for suppliers, on our own Sustainability
projects and those of the suppliers.

Supplier The calculation of a Global VendprAchieved | Introduction of environmental

evaluation Rating index that takes account |of criteria, with a weighting no less
suppliers’ performance in the field of than 10%, in the bidding process
environmental and social Sustainability. for some of the main products

for marketing.

Controls on| The extension of checking activities p#¥chieved
suppliers of the main suppliers of the subsidiary,

subsidiary Hansenet Telekommunikation GmiH

companies (Germany) and the requested adherenge to
the principles of Tl Group’s Code of
Ethics.

Customers: Digital Divide

The spread of information and communications teldgyo creates considerable opportunities for
progress for the public. Telecom Italia is awarethed need to manage this development in the best
possible way, more and more taking on the rolenodrket maker” and assuming the responsibility of
coordinating the actions of all the actors in tmeadband ecosystem, in order to avoid exposing the
Community to the risk of a technological divide daeggeographic and socio-cultural reasons.

Geographical Digital Divide

In 2006, in line with a new model for developmeaséd on public incentives, Telecom ltalia launched
an important Anti Digital Divide Plan, aimed at esing, at low cost, the largest possible number of
towns which either generate low revenues or areasoget provided with optical infrastructure. The
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Plan provides for the best combination of a mixnobvative, technological solutions on one hand, and
on the other hand, of methods of raising the necgsmvestments. At the end of 2008, 96% of
Telecom ltalia’s total fixed lines were within ADSloverage, and around 54% were covered by IPTV.
As regards the accessibility of BroadBand on mabilbe percentage of residents covered by Telecom
Italia through UMTS at the end of 2008 was 80.7%e Bame percentage was able to access another
important mobile technology, HSDPA, which allowgegds of 3.6 Mbp/s.

From the point of view of local investment, coopena with regional authorities takes place accagdin

to two principal means of intervention: the firg fcontributive” i.e., based on direct financial
incentives (in accordance with the regulatory frevmk in matters of state aid), the second is
“collaborative”, based on supporting potential dachaExamples of both types of intervention are
listed below.

Under the contributive model, adopted in recenty@aTuscany and Sardinia and repeated in Sardinia
in 2008, the operator is given a contribution foe £xtension of BroadBand coverage to areas of so-
called market failure (the Scottish model). In tligse, the commitment of Telecom lItalia (the
contracting operator) is to create and maintaim, doperiod of at least 15 years, a fibre optic
infrastructure for the inclusion of businesses @sidencial areas still trapped in the Digital D

The collaborative model includes some of the mgire@ments signed by Telecom Italia during 2008,
among them the Protocol of Agreement with Ligunal dhe Letter of Intent with Umbria. Both have
the objective of increasing the development of dbaend through public support to the growth of
demand network services. In order to manage Di@talde issues, Telecom ltalia, through a Digital
Divide workgroup, in 2008 has continued the develept and implementation of an IT platform which
supports both operations and decision-making, knasvthe “Digital Divide Project” (DDP). The DDP
contains the complete map of ADSL, ADSL 2+, 20MAPGoverage across ltalian territory. The DDP
is used not only for the daily management of tligiests and complaints that are intrinsic to broadba
but also to steer, as far as possible, networkabipgeis towards those localities most exposed to the
Digital Divide.

The year 2008 ended with “Digital Divide Day”. Tkgent, organised within Telecom Italia, saw the
participation of the Chief Executive Officer ancetRresident. The workshop was the opportunity to
exchange ideas on the phenomenon, and the occasde even more evident the primary role
assumed by the company in overcoming the digitaidra

Socio-cultural Digital Divide

The Digital Divide, in the generic sense of diverge in the accessibility of the new opportunities
offered by the new ICT technologies is not onlypadfic problem of ADSL coverage, but it must also
be seen under a different point of view, that ighweferences among economic and social categories
In this light, the main areas for intervention I tTelecom lItalia Group in order to reduce the soci
cultural digital divide are:

» dissemination of the culture and services of ICT,;

» support for the elderly and the disabled;

» interventions in the developing countries whereG@neup operates.

Customers: Relations with Consumer’s AssociationgfCiliation

One outcome of the collaboration with the Consumekssociations is the equal conciliation
procedures which, since 1991, have brought thdugsio of around 60,000 disputes with customers.
These procedures operate under the “parity” madeich provide for direct responsibility on the two
parties: the customer, who mandates full negotigpiower to resolve the dispute to the represemtativ
of the association he/she chooses; and the compdrigh participates through its own representative,
also furnished with an equivalent mandate. Theudisions on the request for conciliation takes place
under the auspices of the conciliation secretardsch are hosted in Telecom lItalia offices all ove
Italy. The procedure is completely free of chargethe customer. Starting with the presentatiothef
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demand, and for 45 days thereafter, Telecom Itaeses any operations regarding the customer and
undertakes to produce within that term a propasaésolve the dispute. The dispute is concluded wit
the drawing up of the minutes of conciliation, whithe customer may choose to sign or not. In the
event both parties sign, the conciliation decisi@osne into force immediately. A customer who
decides not to sign the minutes is free to pursyenarmal legal procedures they consider appragriat
The conciliation procedure is available to Telecoustomers only if and when the normal complaints
procedures have concluded in an unsatisfactory araand in any case does not preclude the consumer
from the option of taking the normal legal/admirasive steps.

In the course of 2008, the Protocol of Understagdivas also signed by Codacons and by the
“Consumer Counter” Association of San Marino.

In this way, the number of signatories to the Rrokdas risen to 19, bearing witness to the efficye

of the conciliation instrument for the Group’s auskrs/consumers.

During 2008, the European Commission and some itapbttalian service companies displayed great
interest in Telecom ltalia’s conciliation procedsire

The Community: TIM Mobile Speak

The result of collaboration with Loquendo (a Gragmpany) and the Italian Association of the Blind
and Visually Impaired, TIM Mobile Speak is a momvdloped version of TIM Talks. This involves a
software application that allows the blind, visyathpaired and the elderly to use all the functiofis
mobile phones thanks to an electronic voice thatseut the contents of the display, dependintpen
requirements and instructions of the user.

The users of the service can read and write SMSaradls, compose and upload multimedia messages
(MMS), call and change numbers in their addresskbatange the phone’s settings, manage an
appointments schedule, read and write text docwsneravigate the Internet and use the clock and
alarm clock.

The Italian Association of the Blind and Visuallgnpaired guarantees, in agreement with TIM, a
dedicated, after-sales assistance service foretb@ution of problems connected to the use of twe n
application.

As TIM Talks was in the past, TIM Mobile Speak gadable free of charge, by obtaining a new,
compatible handset at Telecom Italia’s major saldtets.

The Community: Crazy for the bldg

Telecom ltalia supports the Lighea Foundation, Whiakes care of people with psychological disorders
and provides assistance to their families.

In particular, through the initiative “Crazy forelblog”, Telecom Italia has made available its own
technological resources for the creation of a bligin the therapeutic community.

The diary-on-line can be accessed by all adultep&ti who are afflicted with serious psychological
disorders and whose illness has caused side effecksas inertia, isolation and social exclusion.

The chance to swap ideas with the world around thegether with suitable rehabilitation and drug
therapy, can be a real help in gradually gettirgrttback into society. The positive effects from the
creation of the blog are not restricted only tagrds. The network also helps to break down thedyar
and the fear that people often feel when faced w#ychological ailments and those who suffer from
them.

! According to the London Benchmarking Group modleis initiative is included in the level 3 of thgrpmid diagram
(Initiatives in the Community).

2 According to the London Benchmarking Group modieis initiative is included in the level 3 of thgramid diagram
(Initiatives in the Community).
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The Community: Technological innovation and serviéhrough collaboration with universities
Telecom lItalia Lab also promotes technological waimn and services through collaborative
relationships with the academic world. In coopemtwith Milan Polytechnic, as part of a master’s
degree in Design, a project has been launchedghatned at making the services distributed to the
public — not just telephony - more accessible asable.

Within the scope of this degree course, the “IntigeaServices for Sustainable Ways of Life”
laboratory was put into operation. This designsises for groups of people who form part of the sam
social or environmental grouping, for example, &y for foreigners who wish to join a community
that faces the same problems they do. Telecomaltaéis made available to this laboratory its
technological competence in networks and ICT sesjisupplying whatever is necessary for the
planning and design of services based on mobiepheiny and on the Web 2.0 evolution, while the
Province of Milan has supplied actual social sasitCase Studies” as subjects for innovation thnoug
ICT.

The Community: Electronic Healthcare Solutiofis
Several ICT solutions that have been developed égcdbm Italia to help health service providers
improve procedures for the assistance and treataigratients are reported below.

MYDoctor@Homeit is a service that allows patients suffering freahronic illnesses to monitor their
own physiological parameters (body weight, blooglsgure, heart rate, the absorption of oxygen by the
blood cells, blood sugar levels, pulmonary functiefectrocardiography etc.) in their own homes
simply by using their mobile phones. The technalafyplatform that makes this service possible was
developed by Telecom ltalia.

Appropriate portable devices directly record theapeeters required by the doctor and then, thanks to
their built-in Bluetooth technology, they automatlg send the data to the network through the neobil
phone.

By accessing the network, the doctor in chargeeatiment can check the progress of the therapy from
his office and make corrections at any moment, idiately sending the details to the patient. In a
similar way, while making a house call on a patienirsing staff can send clinical data to the dooto

the ward and immediately receive his opinion oremtginstructions, speeding up diagnosis and
intervention.

Telecom Italia and the San Giovanni Battista UrsitgrHospital of Turin (Molinette Hospital) have
signed an annual agreement to experiment withstingice with the aim of assessing its benefits ooth
terms of improvements in patients’ quality of l&ad in optimizing the expenditure of the healtlveer
provider.

MyVirtual Rehabilitationit is a virtual reality system for the treatmentnadtor deficiency syndrome of
the upper and lower limbs. The therapist desigosuase of exercises for the patient to follow, whik

aid of several sensors applied to the affected.lifile sensors are linked to a system which repesiuc
on a screen a pleasurable and game-like virtualt@mment that guides the patient through the correc
execution of the movements. The system assigngspfuinthe execution of the exercise and this gives
the patient an incentive while, at the same timmeyiding useful information to the therapist abth
progress achieved.

The therapy can even be conducted remotely, atesenther than the hospital, or in the patient’siow
home. An associated video-conferencing system allwialogue between patient and therapist.

3 According to the London Benchmarking Group modieis initiative is included in the level 3 of thgramid diagram
(Initiatives in the Community).

* According to the London Benchmarking Group modiéses initiatives are included in the "Businessi&d of the
pyramid diagram.
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Multimedia Counterst is a solution aimed at health agencies, which:

— enables patients to pay health charges by cesthif card or bank card, request certificates amukb
services, even when the service till is not open;

— provides information to citizens and health woskabout the list of services and the location of
offices and departments within the buildings ané flospital campus. By means of an audio link
(video is also an option), it is possible to spdakctly with an operator to obtain further inforiaa.
The information available to health workers consemosters, as well as company and union
communications.

The Community: Tim Mobile care

Developed in collaboration with the National Orgation for the Protection of the Deaf (ENS), TIM
Mobile care is a multimedia service offering vidassistance that enables the deaf to receive, free o
charge in the Italian Sign Language, all the irdtams required to use the mobile telephone sesvice
(for example, configuring email, SMS/MMS, remainicigdit, details of the tariff, etc.). By connegfin

to the WAP 119 services and accessing the dedicats] the deaf can navigate their way through a
menu. Once the required information is selectedgde@o gives the necessary explanation.

It is now possible, again through the WAP 119 smmyj to take advantage of other information sesvice
(tourism and entertainment).

Introduction: Results 2008 - Objectives 2009

Indicatof Unit Target | Final balancel Target Statug Target
of Measurement| 2008 2008 2008 2009

Increase of audits on suppligrs % 10 12 A
regarding Ethics and Sustainabifity
Percentage of the main suppliers % 0 30
evaluated with Sustainability criter|a
— Brazil
ADSL coveragé % 96 95.8 » 96.5
IPTV Coveragé % 54 53.8 > 54.8
UMTS Coverag® % 81 80.7 > 82.4
HSDPA Coverage % 81 80.7 | 82.4

Target statusaA achievedp partially achieved¥ not achieved.

®> According to the London Benchmarking Group modieis initiative is included in the level 3 of thgramid diagram
(Initiatives in the Community).

® Unless otherwise stated, targets refer to theities of Telecom Italia S.p.A.

" Currently carried out by audit with monitoring cartied on a self-evaluation basis.

® The percentage refers to fixed telephone lines.

° The percentage refers to fixed telephone lines.

19 The percentage refers to the residential popuiatio

" The percentage refers to the residential popuiatio
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Labour

Principle 3: Business should uphold the freedom of associatiotlae effective recognition of the right
to collective bargaining.

All personnel — whatever the level/qualificationare entitled to form and join trade unions for the
protection of individual and collective interesitfie Group’s companies acknowledge the role of union
representatives, who are not subject to any disganon, and ensure, for union activities, the
appropriate retribution of absence and the meansrtonunicate with personnel in the workplace.

The organisation of working hours complies with $aw force and with agreements negotiated with the
workers’ Organisations on the subject, including wWeekly day off and overtime.

As far as minimum standards and payment modesomieemed, wages paid by the Group’s companies
to personnel meet collective bargaining provisions.

Any deduction from wages due to disciplinary pugmds made in compliance with collective
bargaining provisions.

The wages sheet delivered to personnel shall gleethil all items composing remuneration.

The Group’s companies do not undertake contraarmgngements that are unlawful or avoid fulfilling
obligations under applicable laws.

References related to the 3rd princip[2008 Telecom ltalia Sustainability Report Chararagraph):
* Human Resources: Industrial Relations.

Human Resources: Industrial relations

The year 2008 was crowded with union appointmemdistiae results from negotiations.

On May 14, 2008, the Company signed an agreemefihimy the new Productivity Bonus as valid
until December 2011, with SLC-CGIL, FISTEL-CISL, l@OM-UIL and the National Co-ordinating
Committee of the RSU and, on May 15, 2008, with Ul&lecomunicazioni.

The amount of the Award, distributed every six nmsntis made up of 70% pegged to the company’s
economic performance (EBITDA), with the remainin@%3 pegged to the level of Customer
Satisfaction. It provides a system of annual distion until 100% of the target is reached for fifié
level of the employee scale of 2,870 euros.

In addition, negotiations are underway with thederd&dnion Organisations to define a third parameter
of quality/productivity, differentiated for largesle organisational areas, which will be introduced
from January 1, 2009.

With specific understandings, the union agreementhe Productivity Bonus of Telecom ltalia S.p.A.
has been extended to Elettra Tlc S.p.A., IT Tele@nl., Path.Net S.p.A., Telecom ltalia Audit and
Compliance Services Scatrl.

This negotiation fell within the scope of wider qoamy negotiations that saw the signing of the rexthew
of the company’s regulations on reconciliation wiile National Collective Work Contract.

Specifically, the areas covered by the agreemerse:wworking hours and availability, various
permissions, training, iliness, travel expenses landheon vouchers, an electronic union noticeboard
and tele-working.

With specific understandings, the agreement onsdw®ndary level of negotiations of Telecom Italia
S.p.A. has been extended to IT Telecom S.r.l.,.RathS.p.A., Telecom ltalia Audit and Compliance
Services Scarl.

The second level agreements were later signedSU@-CGIL, FISTEL-CISL, UILCOM-UIL and the
competent RSUs, both the regulatory part and the dealing with performance-related pay for the
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companies: Telecom Italia Sparkle S.p.A., Elettta $.p.A., Loquendo S.p.A., TeleContact Centre
S.p.A.

At the end of a broader phase of discussions in hbadquarters of the joint Company-Union
Commissions, on May 14, 2008, an agreement washedaavith SLC-CGIL, FISTEL-CISL,
UILCOMUIL and the National Coordinating Committektbe RSUs on the subject of wellbeing in the
call centres. The main interventions to improve kirgg conditions in customer care were focused on
the following areas: organization of the work; valy training and updating personnel; working
environments; reconciling the work-life balance.

On May 15, 2008, the understanding was also siggddGL Telecomunicazioni.

Following the start, on June 26, 2008, of the migbgrocedures under law no. 223/1991 for a tofal o
5,000 workers across the entire national territting, relative agreements were reached, on September
19, 2008 at the Ministry of Labour, with SLC-CGILEISTEL-CISL, UILCOM-UIL, UGL
Telecomunicazioni, CISAL Comunicazione, SNATER Tafd the RSUs.

These agreements allow the mobility placement,reeiiiecember 31, 2010, of a maximum number of
5,000 workers, according to the priority criteriohmaturation of the pension requirements durirg th
period of mobility and for those workers who comfitheir willingness to accept this option. The
Company will, in addition, guarantee workers an amao less than the net difference between 90% of
their monthly wages and the mobility payment, inadance with article 7 of the Law 223/91.

Within the scope of the overall agreement, the Camgpundertakes for the two years, 2009-2010 to
proceed with the placement of 600 workers and, fidanuary 1st, 2009, to make permanent the
contracts of 300 leased workers presently in foroally, 1,600 workers at Telecontract Center &.p.
will be upgraded from 50% part-time working to 758aying the period 2009-2010.

On October 28, 2008, a further agreement was sign#gdSLC-CGIL, FISTEL-CISL, UILCOMUIL
and the competent RSUs on mobility procedures ulaghef23/1991 for Telecom lItalia Sparkle S.p.A.
The agreement allows a maximum of 65 mobility phaeets during the period 2008-2010.

Moreover, on December 11, 2008, Olivetti S.p.A. @idetti I-Jet S.p.A. have started with FIM CISL,
FIOM-CGIL, UILM-UIL and the competent RSUs, the sigie mobility procedures under law
223/1991, involving 80 and 25 employees, respelgtive

Following the presentation to the financial comntymif the Strategic Plan 2009-2011, on December
10, 2008, the Plan has been presented to the &mplerf the Union Organisations and follow-up
meetings have been scheduled to evaluate the asjmm’s development and the implications for
employment.

In Tim Brazil, the collective union agreements 608 are coherent with the current economic, palitic
and juridical scenario of the country. Three agrest® have been negotiated by Tim Brazil with the
two federations that represent the entire workfof¢d€TEL and FENATTEL, concerning:

» economic and social conditions;

* the company'’s profit-sharing programme;

» the hourly rate of pay. On the basis of this agegmovertime hours may be met by a reduction in
the normal working hours or in days off in the thnmonths following the completion of the
overtime; after that period, employees will be paidoutstanding overtime.

In 2008, the reduction of the working week fromtd442 hours in 2009, and 40 hours a week in 2010,

was agreed in negotiations.

Finally, wages will be increased by 6% from Jul§0Q.
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Labour
Principle 4: Business should uphold the elimination of all ferwhforced and compulsory labour.

The Group’s companies forbid all work or serviceé waluntary and extracted under the menace of any
penalty or demanded as a means of repayment dftardereover, no personnel is requested to lodge a
“deposit” upon commencing employment with the compa

The request of documents aimed at ascertainingrtiptoyee’s identity complies with law provisions.

The policies adopted by the Group concern:

 the social responsibility of the Telecom lItalia Gporegulating the compliance with labour standards
within the Group, in particular child labour, foct&abour, health and safety, freedom of association
discrimination, disciplinary procedures, work hoargl remuneration;

* relations with Suppliers within purchasing processé the Telecom ltalia Group, regulating the
Group’s ethical negotiation (transparency, role asefion, fairness, traceability), and the
requirements concerning the labour and environmestémdards which Telecom Italia’s suppliers
are asked to meet.

References related to the 4th princip|2008 Telecom lItalia Sustainability Report Chafraragraph):
* Human Resources: Actions in support of employekaly;

* Human Resources: Actions in support of employeBeazil;

* Human Resources: Internal communication;

» Customers: Customer Satisfaction/The involvemenhefcall centre operators.

Human Resources: Actions in support of employedtaly

Welfare

The following projects and initiatives have beemplemented in support of employees:

* nurseries: another 2 nurseries have been openedgRod Catanzaro) in addition to the seven
already in operation in Rivoli (TO), Milan, Ancordpme (2), Naples and Palermo;

* loans for new parents: 253 loans have been graoteew parents of children up to three years old;

» children’s day: on May 23, 2008, on the occasionWadrking Parents’ Day, the children of
employees in all Telecom Italia premises were adldvio visit their parents’ workplace. Parties
were held in 41 branches, with cartoons, snackstlaadlistribution of little gifts. More than 5,700
children took part;

» Christmas Day: parties were held with cartoons litid gifts for employees’ children up to 12
years of age;

» parents’ days off: booklets of time vouchers foO tours’ off annually, to be repaid through
overtime, for employees up to level 5 with childignto 8 years of age;

» time off to attend pre-natal classes: time offhéorepaid, up to a maximum of 12 hours a month, for
working mothers-to-be and fathers-to-be;

* intervention to ease the readmittance to the Cosnpaemployees following maternity leave: the
development of management policies such as, fanple the option to work part-time for a year,
which can be renewed, for mothers of children up years of age;

* agency services: within the 27 company premisesir{I Milan, Venice, Padua, Bologna, Florence,
Rome, Naples, Bari and Palermo), counters are ablail for dealing with practicalities
(administration, postal services, etc.);

* health areas: in the company offices in Turin, Mjl®adua, Rome and Palermo, there are areas
where it is possible to follow courses in physiwallbeing;
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* laundry/shoe repairs: this service is operatiomd premises (Milan and Rome);

* newspaper kiosks: are available in 2 premises (Rome

» special deals: on line offers of products and sesviarising out of Telecom ltalia’s partnership
agreements, mostly within Italy (cars and motorbjkentertainment and shows, electronic goods,
sports goods, offers from financial institutionsealth and wellbeing, trips and holidays,
miscellaneous);

* company loans: 463 loans have been granted, ofrm@ficwere for buying/building homes, 69 for
home renovation expenses and 332 for various oasons;

* company loyalty: during 2008, 4,300 employees wevearded for 25, 30 and 35 years’ service.

The following opportunities were provided for thaldren of employees:

» traditional summer camp: a 15-day stay for childegyed between 6 and 12 years old; 4,578
children took part;

* themed summer camp: a 14-day stay for children é=tw10 and 17 years old, dedicated to the
study of English or Spanish, sporting activitiesofball, tennis, sailing, horse-riding, volley hall
basket ball, canoeing, etc.) or dancing and thattbel,353 young people took part;

» study visit to England: a 14-day stay at college8 locations: 181 young people between 14 and 17
years old signed up;

» foreign study bursaries: 80 four-week visits abrdadicated to the study of the English language
for young people between 15-17 years old (45 itatr@ and 35 in Finland); 20 study trips for an
academic year, for young people between 15-17 y#drEurope, United States and Canada);

* reimbursement of university fees: the reimbursenwdnfiees for the first year at University for
children of employees of Group companies who addew score of 90/100 in their school-leaving
diploma.

ALATEL and the Gold Pins

The Association of Senior Workers of Telecom ItaBaoup (23,218 members, of which 3,918 are
current employees) has continued to carry outnssitutional activities, confirming its collaborati
with Olivetti’s Gold Pins Association (3,904 membger

ASSILT

At December 31, 2008, the Association had 206,3%bnbers, of whom 63,941 were employees,
40,603 were pensioners and 101,846 were families.

ASSILT conducts campaigns in support of preventivedicine and health education from mobile
diagnostic units, in collaboration with public besliand scientific institutes.

In addition, the Association distributes reimbursets for integrated health services supplied by the
National Health Service (471,500 were carried o008, for a total of more than 50.2 million eyros

In 2008, the multidisciplinary Oncological Prevemtiprogrammes for detecting breast and skin cancers
(Lazio and Piedmont) were concluded, and the progra for the prevention of respiratory allergies
(Campania and Lombardy) has continued. An inforomattampaign on correct nutrition has been
conducted throughout Italy, which will end in thiesf months of 2009.

ASSIDA

At December 31, 2008, the Association had 5,650 beesnamong managers in service and on
pensions, along with their families, for a totall&,400 clients. ASSIDA distributes reimbursemdats
integrated health services supplied by the Natiohkdalth Service (in 2008, over 60,000
reimbursements were made, for an overall totaboti&d20 million euros).

CRALT
CRALT organises initiatives for its members, emgley and pensioners, such as:
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» tourism (group and individual trips) with an avezagaving of 15% compared to market prices;

» sports (participation at national and regional nmggt of the main sports);

» cultural and recreational (guided tours, paintingrses, theatre and cinema evenings).

The contribution in support of members can reachoup0%. The fees to participate in the initiatives
can be paid by instalments, as deductions fronrysala

At December 2008, there were 51,776 members (4=afpioyees and 6,579 pensioners).

Human Resources: Actions in support of employedrazil

Welfare

Among the initiatives carried out by Tim Brazil dhe following:

 “TIM opens the doors™ is aimed at allowing childréo get to know their parents’ working
environment during Brazil’s Children’s Day; reclieagl activities were staged for the occasion for
all employees’ children aged between 3 and 12 years

» Happy Day: on their birthdays, employees have itfi@ to a day off and to receive a birthday card
signed by all their work colleagues;

* gymnastics and ergonomics: in the company’s presmiseRio de Janeiro, Belo Horizonte, Séo
Paulo, Curitiba, Recife, Santo André, Brasilia &&lém, sessions in gymnastics for correct posture
have been held. In the regional offices in Rio deelko, Belo Horizonte, Sdo Paulo and Curitiba it
is possible to follow courses in physical well-lgeeind relaxation, such as Shiatsu and Yoga, either
in a gym or a dedicated area;

» special deals: national and/or regional agreenfentthe purchase/use of goods and services under
advantageous conditions, for car and motorbikerarste, culture and entertainment, restaurants,
health and well-being, and the practice of sport.

Private Health Assistance

At December 31, 2008, 18,500 people (10,300 empkyand 8,200 families) subscribed to the
programme of Private Health Assistance for Groupanies’ workers.

The Private Health Assistance provides both anealderd network of medical and dental services, and
a system of reimbursement (within pre-defined lenfor services outside the network. The overadk co
of health services during 2008 was 12 million eutas2008, in addition, a programme of voluntary
vaccination was carried out, aimed at preventifigemza.

Supplementary Social Security

The implementation of the Private Social SecurignFor all employees was begun in Tim Brazil in
2006; by the end of December, 2008, the rate aflerant reached 88% of employees, attesting to the
high level of satisfaction with the service.

Human Resources: Internal communication

The goal of paying ever greater attention to listgrio and valuing its employees has been pursodd a
reinforced by internal communication, encouragitajf4o participate in company events, with special
emphasis on new ways of interacting via the webmblers of the Group’s staff have been the subject
of photographs, videos and stories that have ezdieimd empowered the company’s media.

Listening activities and projects

In May, the sixth edition of the staff attitude wely was held, which involved Group personnel itylta
and abroad. On a scale of one to ten, the levedatiffaction expressed was 6.35 in Italy, 5.8 in
Germany and 7.36 in Brazil.

At the end of 2006, in partnership with the Markgtidepartments, the listening project “The
Lighthouse” was launched to encourage employegautdorward ideas and opinions on matters of
interest to the company, and to tests new prodamtsservices for the Group. So far, around 2,500

21



members are taking part in “The Lighthouse” clulbyolving the testing of services such as “Alice
Messenger”, “Wireless Connection Manager”, “iKidsid “Dynamic TV”.

Information and company media

noi.magazine: three issues of the magazine werksped.

noi.fl ash: three editions have been produced: dedicated to the reorganization of Technology
and Operations, one on Sustainability and one oaditrand.

agenda noi.2009: produced in the main languagéseoGroup, with articles and pictures submitted
by colleagues.

noi.tv: 88 editions of the bi-weekly news programmnigideonews” have been produced, 66
monographic services, as well as 208 videos amtteel articles from the press.

Intranet: the development and launch of the comigabiog platform, with experiments with
“noi.space” and a “wiki.”.

Intranet Hansenet: the launch and updating of Dateltalia Kompakt.

Radio Frizz: the Fixed Customer Care radio has lobeelne since April 3, 2008, with two editions
a week.

Integration activities and projects

The “Comunico-IO” project is intended to make conmication easier for deaf employees,

promoting integration in the company. The projexs two phases:

— in the first phase, already completed, non-hgaemployees received tools that allow them to
communicate amongst themselves both in the It&ign Language and in Italian in written form,
that is:

- a mobile phone with a special, large, high-dé&fni screen capable of reproducing Sign
Language;

- a web cam;

- PC applications that allow real time “chatting”;

— in the second phase, now underway, a feasilsiitgly is being conducted to prepare technology
that allows non-hearers to communicate throughatitematic conversion of written texts into
speech and vice versa. The technology in questam deen made available by Loquendo, a
Telecom ltalia Group company that is a leader ilce/oecognition.

The “noi.perloro” community, launched in 2007 andpired by the theme of voluntary social work,

currently boasts the participation of hundreds s$oaiations and Onlus. In December, 2008,

“solidarity banquets” were staged in Turin, Miladestre, Padua, Florence, Rome, Naples and

Palermo. More than 40 of Telecom Italia’s fellowganizations participated, augmented by the

involvement of Amnesty International, Save the @igh and the Parents’ Oncological and

Paediatrics Association (AGOP).

The Intranet community has recorded an increasparticipation by employees of 5% in each

section in which it operates. Within the scopehef Intranet, a number of forums have been put into

operation for sharing and gathering employees’ sstjgns and ideas on themes such as the Quality
of the Service (“Improvement by little steps”) amaovation in services and products (Next Open

Innovation). Anyone who joins the Next Open Innamatforms part of a community of testers of

the most advanced TLC services.

The Archimedes project, a competition of ideas \idtlr presentational road shows plus the prize-

giving, was launched and involved 900 employees.

In addition, a Quality of Services team buildinget/(50 colleagues) was organized and there were

four road shows for Open Access projects: Assurdté@ colleagues), Kick Off and Business

Review (250 colleagues).

Three sessions of the Management Technology & @ipesa Meeting were held with 1,200

employees, and the Innovation and Usability ev2@0 (participants).

22



For the Top Clients department, an event was stagddrea (100 participants), and another in
Madrid with the Best Performers Enterprise (10Gipgants).

Activities and projects involving employees

noi.shop: ten new promotions were launched of petedfrom Telecom lItalia and its commercial
partners, aimed exclusively at employees, with nlea@ 30,000 visitors a month.

In May, 2008, in Turin, on the occasion of the Bdedr, the prize-giving was held for the 2008
edition of “Have a story published in noi.magazingith four employees receiving prizes from the
700 stories submitted.

For fixed Customer Care, a theatrical performanes staged entitled “Isso, Essa e o’Customer
Care” with 190 participants.

For the end of year festivities, cultural trainiigits were organized on themes such as innovation,
quality and creativity, with the participation afoand 1,000 employees in Turin, Vicenza, Parma,
Rome, Caserta and Catania.

Around 1,200 employees were involved in the obsergaof Seniority Day in Rome and Milan in
December.

Internal Communication’s volunteers’ network wassteol at Campus SDI in L’Aquila for three
days of team building, with 140 participants.

Around 100 employees were involved in an evenhatGallery of Modern Art in Rome, aimed at
making an active contribution to the Internal Conmnoation’s initiatives.

Among the main instruments of internal communigatised in Tim Brazil are:

TIM Express is a daily on line newsletter whosepse is the disclosure of useful information in a
standardized, organized way, through a single email

The “Atmosphere” magazine is delivered every twonthe to all Tim Brazil's collaborators and
contains, among other things, articles on besttigedn the regions, national projects, new
innovative services and the performance of thertmssi. In addition, there are appropriate sections
dedicated to employees with a story to tell, eitd@out activities carried out within the company or
about activities outside;

TIM Mobile is the company’s noticeboard. This isedsevery week to present the news and
internal/external campaigns of Tim Brazil.

Among other initiatives implemented by Tim Braziéa

the annual internal communication campaign, with $logan “INOVA, UMA NOVA ERA”, was
launched in April, 2008. The campaign is centred fonr main issues Aptitude, Quality,
Sustainability and Innovation;

sessions demonstrating Tim services were stagefanuliarize employees with the new 3G
technology;

the “Bazar Solidario”, which is repeated annuattgmpany gadgets that were not used in events
and actions during the previous year are offeredaltaborators in exchange for food and drink
products to be donated to charitable institutidm008, the “Bazar Solidario” collected 2.3 toris o
groceries;

every year, on the occasion of World Environmeny Qaune 5), the company launches an internal
information campaign with the aim of making Tim doyees aware of their role in relation to
natural resources and the environment. In 2008nim®rtance of simple actions was reiterated,
such as practising differentiated waste collectomilecting used batteries, giving preference ® th
use of recycled materials, and water and energygain addition, a leaflet was distributed to all
collaborators containing suggestions for the ptaiac of the environment and sustainable
development;
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e certain regions have set up a library room in theanches, open to all collaborators for the lofn o
books and DVDs. Books are frequently donated byleyegs. For the inauguration of each library,
a campaign was launched to encourage colleaguesetthe service.

Customers: Customer Satisfaction/The involvementloé call centre operators

To support and help the people who work on Custo@eme processes, two projects based on the

concept of the “social network” were conducted, acikhivere a real help, both in the rapid disseminatio

and sharing of information among personnel andimging the customer’s voice within the company:

« CAMPUS is an educational social network for people respond to the toll free numbers for
residential and business customers for mobile sesviThe project is characterised by the extent of
customisation that the system allows each parttjpaperators manage their own profile
containing both company and personal informatidresk profiles are linked to and accessible from
every other content produced on the same platfannfofums, blogs, etc.). The outcome is a
snapshot, updated in real time, of the person’spetemce, immediately available both to managers
and other colleagues, without passing through gernrediary. Alongside the information entered
by the operators, a network of “experts” guaranteasly answers to the various subjects that can
arise in handling customers’ requests;

* TUO (meaning “your”, an acronym for the Italian feind, Use and Organise) is a digital platform
supporting call centre operators engaged in théraoous process of searching for and identifying
the information required to better help customeéns.developing the platform, customer care
telephone operators were consulted, and their exqper unleashed a wealth of valuable suggestions
about how to deal with any problems connected tadiag customer calls, in the most direct,
simple and efficient way. TUO is a dynamic toolttbfers users the option of inserting their own
suggestions and those of the customer, and ofimgeat social network of collaboration among
colleagues, who are the components of a virtualnesonity sharing knowledge and solutions.
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Labour
Principle 5. Business should uphold the effective abolitioohdtl labour.

The Group’s companies do not employ nor provide leng of support to the employment of people
under the age of 18.

On the subject of regulations protecting child lahall Group companies conform to national and
international regulations.

In order to fight exploitation and disadvantagectid@conomic conditions some specific social
initiatives have been launched at national level.

References related to the 5th princip|2008 Telecom lItalia Sustainability Report Chafraragraph):

» Customers: Protection of Minors;

» Competitors: Organisations and Associations/Assiotian support of the Committee on Minors in
TV,

*  The Community: Main Activities in 2008 (a few exales).

Customers: Protection of Minors

To protect minors from adult content and, more gahe from content that may harm their

psychological and physical development (for exampl@ent or racist content or content that offends

religious sentiment), the Group’s companies hakertdhe following actions:

» guidelines have been issued for the classificatioth control of content distributed by the Group.
These guidelines cover not only content that igreff directly but also content offered by third
parties providing their own services on space aeduwvithin Telecom Italia’s portals;

» filtering systems and procedures governing adutemal offered by the Group on the Internet have
been defined. These measures are designed to preusrs accessing the adult content available
on the Group’s portals;

* in order to allow Customers, and in particular mm&ao explore the web in a secure manner,
Telecom Italia provides the Alice Total Securityngee which, thanks to antivirus software, a
centralised firewall and Parental Controls, prataoternet navigation from any attacks or digital
threats. In addition, specific software for minmsvailable, called Alice Magic Desktop, which, as
well as allowing children to use the computer isiraple and entertaining way, also allows parents
to control and choose the sites that minors caassc@nd to manage the address book so that it is
only possible to exchange emails with known persons

» regarding premium services, Telecom Italia redriatcess to services with obscene content —
which are not part of the services offered by threup — to users with Personal Identification
Numbers (PIN),

» the Group’s television services do not transmitteon that would require filtering systems.
Methods of transmission are in accordance withctiveent regulatory framework and conform to
the guidelines above.

In 2008, operations to combat child pornographyewetensified.

On Telecom ltalia’s institutional portal, a thema@a has been created, dedicated to the Protegition
Minors and aimed at informing and making final gsaware of the values and objectives pursued in
order to protect minors. In this area, a form isikble to report, even anonymously, any illegal
activities involving child pornography encountexgkile navigating the Internet.
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Furthermore, a specific internal document has beéewn up with the aim of speeding up the
identification of cases of presumed child pornogsajand immediately activating the procedure of
informing the competent authorities.

The point of contact between the users of the sesvilistributed and the company, for reporting abus
or the improper use of services, is provided by Aleise Desk operational centres. In addition to
solving the problems raised by the reports madadeys about abuse involving services offered by the
Group, the Abuse Desks, which are divided into $ypleservices (residential and business), alsanmfo
the competent authorities of relevant incidentghsas the existence of child pornography on the
Group’s networks, through a Postal Police repredmet

For the interactive services, like Chats, Forums Blogs, offered by the Group’s service suppliers,
system of prevention has been put in place basdtleopresence of moderators, who are charged with
the task of identifying and reporting the existentdlicit material and blocking its dissemination

Competitors: Organisations and Associations/Assadicia in support of the Committee on Minors in

TV

In 2003, Telecom lItalia Media and MTV signed uphe Code of Self-Regulation for the Protection of
Minors in TV. To actively support the work of the@mittee in charge of meeting the commitments
assumed under the Code, an Association was cdestjitto which Telecom Italia Media, Rai,
Mediaset, Radio and Television Association and Agi@orallo subscribed. Within the Committee,
Telecom lItalia Media acts as Vice president repr@sg broadcasters.

The Community: Main activities in 2008 few examples)

Music in school¥

Born out of the collaboration between the Group’sbite companies in Latin America and the
Brazilian government, the project began in 200hie aim of promoting, through musical education,
the social inclusion of young children and adolessavho live in at-risk situations in 13 Brazilian
cities. During the music courses, notions of civesponsibility and peaceful coexistence are
disseminated. In many cases, moreover, the mukimahledge acquired has smoothed the way for
participants into the world of work.

As for December 312008, 20,540 students from 62 public schools herefited from the project.

Telecom Training for Lifé&

It is a learn-through-play project directed at smlaas a contribution to the cultural, civic anatiab
growth of young people through physical educatind sport. The project covers all Italy and is aimed
at students in primary schools (elementary) arst {middle) and second (upper) levels of secondary
schools. It puts at the disposal of pupils, pareantd teachers a bundle of educational tools and
multidisciplinary didactic materials tailor-mader fthe three age groups. Around 8,000 kits were
produced and distributed to schools during the Isstic year, 2007/2008.

A competition was announced for elementary and haidsthools with individual and group
participation based on the principles of the OlyrspiNine students won trips to Beijing to watch the
Olympic Games.

12 According to the London Benchmarking Group modleis initiative is included in the level 2 of thgramid diagram
(Investments in the Community).

13 According to the London Benchmarking Group modleis initiative is included in the level 2 of thgramid diagram
(Investments in the Community).
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Labour

Principle 6 Business should uphold the elimination of disanation in respect of employment and
occupation.

The Group’s companies shall not engage nor sugpsctimination in hiring, remuneration, access to
training, promotion, termination or retirement lsm race, caste, national origin, religion, diighi
gender, sexual orientation, union membership, ipaliaffiliation or age.

In compliance with laws in force the Group’s comigarshall not allow any behaviour that is sexually
coercive, threatening, abusive or exploitative.

References related to the 6th princip|2008 Telecom lItalia Sustainability Report Chafraragraph):
* Human Resources: Headcount and Changes;

* Human Resources: Gender Balance;

* Human Resources: Development;

* Human Resources: Recruitment;

* Human Resources: Training;

* Human Resources Remuneration Policy;

* Introduction: Results;

* Introduction: 2009 Objectives.

Human Resources: Headcount and changes

Telecom ltalia Group
The headcount of personnel at December 31, 2008dwaled as follows:

(units) 12.31.2008 12.31.2007 Changes
Italy 63,521 65,591 (2,070)
Abroad 13,229 14,509 (1,280)
Total personnel on payroll 76,750 80,100 (3,350)
Leased personnel 1,075 1,969 (894)
Total personnel 77,825 82,069 (4,244)
Non-current assets held for sale - 1,360 (1,360)

Total 77,825 83,429 (5,604)

Excluding personnel concerned with “Non-curreneésseld for sale” (Liberty Surf Group) and leased
personnel, the Group’s workforce has been reduge8, 260 units, compared to December 31, 2007.

The changes can be itemized as follows:

» the departure of Entel Bolivia (-1,475 units) fradhe area of consolidation and the sale of the

activities related to the company’s “On Air” stramdVITV ltalia (-14 units);
* net turnover down by 1,861 units, as specifiedridividual Business Units:

(units) (*) Recruited Departed Net chang
Domestic 626 (2,558) (1,932)
Brazil 3,650 (3,395) 255
European BroadBand, Olivetti, Media and Others 641 (825) (184)
Turn over 4,917 (6,778) (1,861)

(*) Excluding 26 units due to transfers within tBeoup.
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Telecom ltalia S.p.A.

(units) 12.31.2008 12.31.2007 Changes
Personnel on payroll 56,650 58,686 (2,036)
Leased personnel 635 1,273 (638)
Total 57,285 59,959 (2,674)

At December 31, 2008, Telecom Italia S.p.A.’s on+pl personnel numbered 56,650 units.

Compared to December 31, 2007, an overall reducii@)036 units was registered, due to:

* the balance of 139 units moving to other Group Camgs;

* net turnover down by 1,897 units, as specified:

(units) Recruited Departed Net change
Telecom ltalia S.p.A.-Turn over 220 (2,117) (1,897)
Tim Brazil Group

(units) 12.31.2008 12.31.2007 Changes
Tim Brazil Group - Total 10,285 10,030 255

The headcount of personnel as of December 31, @@88&qual to 10,285 units. Net turnover is detailed

below:

(units) Recruited

Departed

Net change

Tim Brazil Group - Turn over 3,650

(3,395)

255

Excluding leased personnel, the number of persompelating in Italy is equal to 82.8% of the Group

total, and can be broken down as follows:
Telecom ltalia Group — Italy:
1. employee breakdown by professional category:
. Workers 0.5%
. Senior Managers 1.8%
. Middle Managers/Professionals 7.4%
. Office Staff/Specialists 90.3%
2. employee breakdown by age group:
. up to 32 years 9.7%
. from 33 to 45 years 51.0%
. over 45 years 39.3%
3. employee breakdown by level of education:
. University Degree 17.5%
. High school Graduates 68.3%
. Other 14.2%

The distribution of personnel by geographic areal @ecruitment undertaken by the Group (excluding

leased personnel), are detailed below:

1. Telecom ltalia Group: employee breakdown by gedgagrea

» ltaly 82.8% (of which Southern Italy 21.0%)
* Abroad 17.2%
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2. Telecom Italia Group: recruitment breakdown by gapgic area
» ltaly 15.9% (of which Southern Italy 3.7%)
* Abroad 84.1%

The number of personnel operating in Tim Brazil @rdas equal to 13.4% of the Group total, and can
be broken down as follows:
1. employee breakdown by professional category
* Senior Managers 0.2%
» Middle Managers/Professionals 3.0%
» Office Staff/Specialists 96.8%
2. employee breakdown by age group
e upto32years 72.7%
o from 33 to 45 years 23.7%
* over 45 years 3.6%
3. employee breakdown by level of education
* University Degree 32.4%
* High school Graduates 66.9%
* Other 0.7%

Human Resources: Gender Balance

Distribution of men and women Telecom ltalia S.p(2007-2008):
 Year 2007: Women 26.9%, Men 73.1%;
e Year 2008: Women 27.2%, Men 72.8%.

Distribution of men and women (in Italy) Telecoralia Group (2007-2008):
* Year 2007: Women 29.4%, Men 70.6%;
* Year 2008: Women 29.7%, Men 70.3%.

In 2008, the percentage of women holding senioragament positions in the Group (in Italy) was
approximately 15%, and, in middle management, tbpgation was 26%.

Distribution of men and women Tim Brazil Group (Z6R008):
* Year 2007: Women 58.5%, Men 41.5%;
* Year 2008: Women 60.5%, Men 39.5%.

In 2008, the percentage of women holding senior agament positions in Tim Brazil was
approximately 6%, and, in middle management, tiopgntion of the total was 24%. In Tim Brazil, the
number of women employed by the company rose fre263in 2003 (54% of the total) to 5,874 in
2007 (58% of the total), and to 6,220 in 2008 (Gff%he total).

Human Resources: Development

In the course of 2008, the implementation has oaeti of the development plans targeted at a grbup o
key resources among senior and middle managers;camd) people with high potential. This has taken
the form of the evaluation, development and retentf these resources, promoting their growth over
the medium term. Several initiatives have therefien undertaken in training and development — for
individuals and groups — including, within the aahmerit programme, specific actions to value and
protect this group.

The definition of Individual Development Plans adddicated initiatives will be enlarged to the
“knowledge people” who were identified during theokvledge review that was completed in 2008.
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In parallel, in the first months of 2008, the masagnt review was completed, making available
evaluations of around 1,800 senior and middle marsaigp order to make better choices in the area of
“succession management”, and of planning actiorggdnizational and managerial development.

The evaluation of the performance of the resounatsch is followed by structured feedback, is also
regularly carried out in Tim Brazil. To improve thlevel of preparation of all managers of resourees,
course in feedback and coaching was held. Durimgyiar, 98.5% of eligible collaborators were
evaluated, while 85.5% of managers of resourcek fmot in the feedback and coaching training
course.

Tim Brazil has also identified high potential resms (the so-called key resources) in order to g&na
the course of development, training and organimatiomobility through dedicated plans. The
methodology used to evaluate the potential of dseurces is the Assessment Centre, which consists i
implementing activities designed to identify aldl and strengths, and areas for further developmen
The knowledge reviews and management reviews ai@ucted regularly in Tim Brazil.

Human Resources: Recruitment

The commitment of the Group during 2008 has beeectid towards the implementation of various
activities in collaboration with the academic wonth the aim of supplying a concrete contribution
that is targeted at the training and developmenthef abilities of the young. This contribution is
achieved through various initiatives, among whigdr aponsoring study bursaries and the development
of employer awareness projects and actions forta favestment of around 2 million euros. In
particular, during 2008, 25 initiatives were undk&gn to sponsor study bursaries. Among the most
important was: the Innovation Master’s, completéhyanced by Telecom Italia and developed in
collaboration with Turin Polytechnic. Throughouethear, 11 young people from various parts of Italy
took part in the second edition of the Master'syihg the opportunity to carry out their project \wor
directly in the company. In parallel, planning weegun for the third edition; the invitation to tapart
attracted numerous young graduates from all oy, ltvho underwent the selection process during
December. From this intake, 22 young resources baea identified who will take part in the 2009
programme.

Also of importance was the investment made in spomg 40 study bursaries, granted to participahts o
two Telecom-TILS Masters in “Networking for Enteiggr and Careers” and “Information and
Communication Security”. From the two Master’'s, &sources were hired as trainees in the last
guarter of 2008, for the development of projecthimfield of Technology & Operations.

The commitment to the creation of expertise has laéen fulfilled through the hiring as traineeseiv
graduates in various disciplines from the maindtaliniversities.

In 2008, 169 young people were welcomed into theu@y for a financial investment of around 500,000
euros.

The Group has also maintained its presence inrhersity world through participation in workshops,
job meetings and the delivery of lectures and talksts managers. In 2008, we took part in 12 aqaree
days held across Italy: 3 in Rome, 4 in Milan, Irurin, 1 in Pisa, 1 in Bologna, 1 in Naples anith 1
Catania.

Tim Brazil has favoured the recruitment during 2@@®ersonnel who were already providing services

within the company. Among the recruitment progranadepted are:

* “Nosso Aprendiz”, which promotes the training ofuyg people aged between 16 and 24 for work
in the call centres, or in customer reception impany outlets. A course of administrative training
has been launched for juveniles to prepare theemter the world of work. The programme, begun
in 2008, has enrolled 144 patrticipants;

* the “Estagio Sem Fronteiras” programme, which piesiyoung university and technical students
with the opportunity to carry out work experienceTiim Brazil, offering a chance to develop but
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also direct access to the jobs market, given thagla percentage (33%) of interns are recruited by
Tim Brazil. Training activities are targeted at mating business awareness and professional
growth. In addition, all the trainees have beert seriake part in the “Concurso sem Fronteiras”
programme, whose objective is to put forward agobjhat could contribute to the improvement of
Tim Brazil.

Human Resources: Training

In the Telecom lItalia Group, training activitiesdentaken in 2008 amount, for personnel in ltaly, to
around 2 million hours (in classrooms, on-line amdthe-job training), as the following table shows,
for direct costs of 25 million euros, excluding twsts of the work and travel expenses. In alb%ilof
the Group’s personnel have patrticipated in at least training session. As regards training in thealt
and safety matters, see the relevant paragraph.2B08, two initiatives are planned in the
environmental field, and two in the managementioéisity.

Hours and participants by professional category:

CLASSROOM, ON LINE, CLASSROOM, ON LINE TRAINING ON THE JOB
TRAINING ON THE JOB -
TOTAL
HOURS HOURS HOURS
n %) %)
= = =
< ] < w < w
% = g U] E g 0] E g o
- o = < 0 o = < 0 o = <
< < O o | < O o | < O o
= O = w < O = w < O = w
®] 4 24 > = @ 04 > = @ 04 >
= i} < O e} [ < o @) i < o
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TOTAL 2,056,783| 32.71 44,955 715 988,583 157 3,9055.5 1,068,250 17. 25993 414
Senior Managers 30,01 27|0 826 74.3 29,988 27.0 6 |8274.3 24 0.0 3| 0.3
Middle Managers 92,961 20.B 2,717 63.3 92,573 20.82,764| 62.0 388 0.1 33 0./
Office 1,933,810 33.8 41,352 722 865,972 15.1 31,815 4.7 1,067,838 18.6 25,95y 453
Staff/Workers

Activities fall into two areas: the first concergirross-Group projects, the second in training diwte
ensuring and upgrading business and technologigairgse.

Cross-Group projects

Following on from 2007, training sessions have bédfilled on effective conduct, and on ICT
scenarios for senior managers, middle managerdearts 6 and 7, which were designed to reinforce
the spread of a uniform managerial culture.

The “Bridge the Gap” Project, begun in 2007, hagoived top managers in high-level training
initiatives, such as participation in seminarsraéinational Business Schools and Learning Tours. T
2008 Training Plan on the Sarbanes Oxley Act - H&gl been completed, aimed at updating awareness
about the implementation of the SOA, and aboutgaltiibns arising from law 262/2006.

Concerning the introduction of the new Organizatidodel 231, a training programme has been
developed, divided into specific interventions aiha Referents 231 and their collaborators, and at
those resources that occupy roles within the comglzat have strong impact in terms of risk.

In addition, two editions of the “Trainers trainingpurse have been held in order to furnish inseota

for the effective classroom management for Teledtaia personnel who are asked to deliver talks
during internal and external training sessions.

Training to ensure business and technological &ffexess

Above all, this type of training involves updates t@chnological innovation, and empowering the
expertise required for the Customer Care and Salelles, with particular attention to the topics
Quality of Services and Customer Satisfaction.
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For the Marketing Area (sales, marketing, strataxgg customer care), the first edition was heldhef t
MAKTEL (Marketing Actionable Knowledge Through Expential Learning) Master’s, a project
aimed at junior specialists that is designed toena&lecom ltalia a centre of excellence in markgtin
expertise.

In addition, specifically for the Marketing depadnts, five themed training courses have been loeld f
the development and consolidation of specializeahagement expertise.

Finally, a training programme has been launcheth two initial, experimental editions targeted Iz t
Public Affairs and Regulatory Affairs Departmentehich will be extended in 2009 to other Staff
Departments, aimed at improving the collaboratigtronship between these Departments and the
Line Departments, under the rationale of businessprship.

In Tim Brazil, the average number of training howas 72 hours per employee, augmented by e-

learning.

The annual training plans for collaborators areidit at the moment of the evaluation of the service

once the training requirements have been identified

Managerial training initiatives in Tim Brazil havavolved around 800 employees and have been

predominately centred on the role of the managerdyest practice achieved in Tim, on the expertise

gaps discovered and on instruments for competirigagmmarket place. The development of managerial
expertise is also reinforced by participation mrimg programmes carried out in two leading Braail
institutions.

The other initiatives carried out by Tim Brazil cann:

* behavioural training, which is designed to developnduct and expertise, improving the
effectiveness of collaborators;

» specialised training based on seminars and corderatesigned to develop the technical expertise
of collaborators. In 2008, workshops were conducte®BG technology and on portability with all
collaborators;

* MBAs and post-graduate courses;

» linguistic training aimed at collaborators who hadieect contacts abroad, or who fill roles for
which a good knowledge of a foreign language iegssary;

* specialised training, for the Sales Channels andtdduer Care, concerning, in particular,
promotions, products and customer assistance.

Human Resources: Remuneration policy

The policies and systems of remuneration have bigected during 2008 towards fairness, internal
coherence and market competitiveness.

The management of the fixed component is basedhenctiterion of greater selectivity, aimed at
prioritising resources with personal charactersst€excellence and holding key organizationalgole
The variable component in remuneration has beabkstted as a distinctive element, with ever closer
correlation between the remunerative package angelformance and revenue of the company.

The Management By Objectives (MBO) 2008 system, shke, official instrument of short-term
incentivation aimed at the managerial group angrtdessionals of particular value, has reinfordeal t
importance given to the company’s general objestawed to those set for company departments.

The harmonisation of the company’s remunerationstegsys of subsidiary companies abroad has
continued. In particular, in Hansenet (Germanyg MBO has been applied to all management,
according to the same guidelines introduced in Z00&alian management.

Tim Brazil guarantees that the remuneration ofeisployees is in line with the internal levels of
seniority in the company and market standards.

The salary policy includes fixed remuneration amadiable remuneration which, at the organizational
level, may be pegged solely to the company resoitalso to personal results.
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Other than the MBO programme and the incentive namogne for the sales force, Tim Brazil has

adopted the “Participacdo nos Lucros e ResultafIsR) under which a part of the company’s profits

are redistributed among employees, as requiredruntederal law. All the Group’s employees, except
those with the right to MBO, take part in the pangme, which has proved to be a valid instrument for
improving the quality of the service and produdtivi

During 2008, the collective contracts of all theemgiional companies were renewed.

Introduction: Results 2008 - Objectives 2009

Indicator* Unit Target | Final balancel Target Statug Target
of Measurement| 2008 2008 2008 2009
Employee satisfactiohnmeasured by Average level of| >6.21 6.35 A
the questionnaire, “Group Photo” satisfaction
Employee satisfaction measured by Average level of 7.36 7.5
the questionnaire “Group Photo” - satisfaction
Brazil
Training — Italian companié Training hours 30.5 32.7 A
per headf’
Training — ltalian companiés % 85 71.5 v
coverag®
Training in Health and Safety Training hours 87,141 90,000
Training — ltalian companiés Training hours 32.7 33
per head!
Training — coverage of Italian % 71.5 71.5
companie¥
Reduction in staff turn-over - Brazil % (monthly) 2.8 2.2
Reduction of the absenteeism rate - % 3.4 3.2
Brazil
Training (number of total hours: in | Hours of training 732,815 715,000
class + on line + at work) - Brazil
Training — Coverage - BraZil % 95.2 95.2
Training — Sustainabilify - Brazil % 1 47

Target statusaA achieved partially achieved¥ not achieved.

1 Unless otherwise stated, targets refer to theities of Telecom ltalia S.p.A.

15 The target was defined for 2007 and the resulenadficial during 2008. The data is calculatedacstale of 1 to 10.

18 Jtalian companies: Telecom ltalia S.p.A., BU Med#U Olivetti, Elettra S.p.A., TI Sparkle, Telecant Centre S.p.A.,
Path.Net S.p.A., Loquendo S.p.A., Matrix S.p.A.

Y The data includes training in the classroom, e &nd on the job.

18 |talian companies: Telecom Italia S.p.A., BU Med&U Olivetti, Elettra S.p.A., Tl Sparkle, Telecant Centre S.p.A.,
Path.Net S.p.A., Loquendo S.p.A., Matrix S.p.A.

9 percentage of people who have taken part in st tree training exercise.

2 The data includes all the companies of the Graugaly.

% The data includes training in the classroom, e &nd on the job.

22 Number of people who have taken part in at lesttoaining exercise out of the total population.

% Number of people who have taken part in at leastteaining exercise out of the total population.

2 Number of managers who have taken part in at e@esttraining exercise on the subject of Sustalitgloiut of the total
population.
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Environment
Principle 7: Business should support a precautionary approacknvironmental challenges

References related to the 7th princip|2008 Telecom lItalia Sustainability Report Chafraragraph):
* The Environment: Strategy;

* The Environment: Environment Project;

* The Environment: Atmospheric emissions.

The Environment: Strategy

The environmental strategy of the Group’s compaisiésunded on the following principles:
* optimizing the use of energy sources and natusaluees;

* minimizing negative environmental impact and maximgy positive impact;

* pursuing the improvement of the environmental penénce;

» adopting procurement policies that take accoumnefronmental issues;

» disseminating a culture promoting the correct appihdo environmental issues.

The Environment: Environment Project

Begun in 2004, the Environment Project is aimedusranteeing the improvement of the company’s
performance on the main environmental issues.

The project works through an Operations Committagked with making proposals, and a Steering
Committee, which approves the projects proposedurary the necessary financial backing. In the
course of 2008, both Committees underwent certiaamges in their composition due to the company
reorganization.

New working groups have been established, centnegreen procurement; environmental accounting;
the prevention of soil pollution and the reclamatiof contaminated sites; and the management of
telephone poles.

The work of other groups has continued, concernirdecom Italia Media Broadcasting’s System of
Environmental Management; the organization of thanagement of waste from electrical and
electronic machinery; intervention on climate coh&gquipment containing ozone-harmful gases; the
prevention and reduction of noise pollution; theprmand disposal of asbestos; the optimisation of
energy consumption; the reduction of paper consiom@nd the gradual replacement of virgin fibre
paper with recycled paper; the promotion of différgted collection of waste; the reduction of the
emissions produced by the fleet and heating equipnike optimization of the management of the
intensity of electromagnetic fields emitted by RaBiase Stations; the SAR qualification for cellpbon
handsets; the promotion of cultural initiativesg@amvironmental training and information.

The “Environment Project” site on the company Ingtahas been used to better display the contents of
the initiatives, and a section has been develoged is dedicated to employees’ queries on
environmental issues.

The Environment: Atmospheric emissions

The emissions of greenhouse gases by Telecom #&adiaue to the use of fossil fuels, the purchése o
electricity and hydrofluorocarbons (HCFCs) in anditioning equipment.
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As with the classification of energy consumed, &lebal Reporting Initiative (GRI G3) guidelines are
followed which refer to the definitions of the GH®otocof® distinguishing between direct emissions
(Scopel: use of fossil fuels for heating, transfarid co-generation) and indirect emissions (Scope2:

purchase of electricity for industrial and domesise ).

Atmospheric emissions

Telecom ltalia Changes %
S.p.A. 2008 | 2008 vs 2007| 2008 vs 2006
Emissions of C@from purchased electrical energykg 842,189,133 -2.00% 0.12%
produced from mixed sources
Emissions of C@from co-generation kg 5,100,000 - -
Emissions of C@produced for heating kg 54,977,728 -4.96% -6.99%
Emissions of C@produced for vehicles kg 61,451,387 2.29% -0.39%
Total emissions of CO, kg 963,718,248 -1.39% 0.18%
Atmospheric emissioffs
Tl Group breakdown by BU (%)
TI Group | Domestic/Broad Media | Olivetti
2008 Band/Brazil
Emissions of C@from purchased electricalkg 902,476,843 98.35% 1.29% 0.36%
energy produced from mixed sources
Emissions of C@from co-generation kg 5,100,000 100% - -
Emissions of C@produced for heating kg 63,050,162 91.48% 0.26% 8.26%
Emissions of C@produced for vehicles kg 98,059,571 97.99% 0.64% 1.37%
Total emissions of CO; kg | 1,068,686,576 97.91% 1.17% | 0.92%

CO, emissions are calculated using the conversionffamest worked out by the GHG Protocol for
Italy of 405 g CQ/kWh.

Scope3 defines the indirect atmospheric emissioaisare not included within the bounds of Scope?2. |
is estimated that these emissions by Telecom I&fi@A. amount to:

68 million kilogrammes of Cofor travelling between home and work;

16 million kilogrammes of C®in business travel by air;

4 million kilogrammes of C@relating to electricity generation, controlled fayppliers, at the Radio
Base Stations;

40 million kilogrammes of C@relating to the dispersal of hydrochlorofluorocarfHCFC) gases.

% The GHG Protocol, instituted in 1998 within the KdoResources Institute and the World Business €ibuor
Sustainable Development, supports business onuthject of greenhouse gas emissions through metbibdalculation
and investigation aimed at promoting innovation #relacceptance of responsibility for climate cleang

% Emissions of C@ connected to the use of fossil fuels for poweringtor vehicles and heating systems have been
calculated following the directions of the UNEP (téd Nations Environment Programme Guidelines faicGlating
Greenhouse Gas Emissions for Businesses and Noms€arial Organizations — www.uneptie.org).

" To calculate the emissions from the acquisitiorlettrical energy, the GHG Protocol method hasihesed. This takes
into consideration the energy mix of individual otnies. The national GHG coefficient, expressedgiammes of
COy/kWh, are as follows: Italy 405; Germany 349; thetiherlands 387. For Brazil, the coefficient worked by the local
Energy Ministry has been used, which is equal tgi2®nmes of CgkWh, and which is held to be more accurate.

% |n accordance with the principle of relevance ydhiose subsidiary companies have been includédeirconsolidated
accounts that fulfil both of the following two peguisites: revenue greater than 300,000 euros am@ than 40
employees, excluding discontinued operations/noreatiassets held for sale.
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HCFC gases, in addition to qualifying as greenhogases with high global warming poterfiial
damage the ozone layer. From January 1st, 2010fusaw HCFCs in maintenance will be forbidden,
while the use of regenerated HCFCs is allowed uzfil4. From 2015, the use of recycled and
regenerated HCFCs will be forbidden.

Interventions to adapt and replace these substamte®thers less damaging to the environment have
been undertaken for some time within Telecom lialia

Climate change

The necessity of reducing G@& based on scientific evidence supporting theseaiffect link between

the emission of greenhouse gases and climate change

The TLC sector can play an important role in pgttiarward technologies and encouraging beneficial

behaviour to reduce greenhouse gas emissions aritetecom Italia Group is well aware of this.

The approach pursued by the Group in fighting den@ange is based on action on two levels:

* reducing direct and indirect emissions of greenb@ases;

* encouraging and supporting the dematerialisingoofdg and services.

The following activities aimed at the reductionatfnospheric emissions by Telecom ltalia S.p.A. were

undertaken in 2008:

» the replacement of Euro3 standard vehicles witho&wehicles. The modernisation of the fleet
involved more than 5,200 cars and brought a redmatf around 30%, that is, of the amount of
emissions that would have been produced by therearsved (equal to a little over 3,000 tons of
CO, emissions avoided);

* modernisation of the oil-fired thermal power statowith mainly gas-fired plant. Conversions
carried out during 2008 brought a reduction in,@dissions of 200 tons;

* projects to optimise energy consumption have brbaghoverall saving, compared to 2007, of
1.39% in CQ emissions, the equivalent of 12,000 tons. Thisiltas due to the acquisition of
electricity from mixed sources, in-house energydpiation from co-generation plant, an increase in
the acquisition of renewable energy and great&ieficy in the use of fossil fuels.

As regards dematerialisation, the Group suppliesiysts and services that permit the elimination or

reduction of greenhouse gases generated by thepterof people or objects. Some examples foffow

» video and audio conferencing services avoid thel haethe transport of personnel;

* TLC services allow tele-working with a consequesttuction in commuting by employees;

» the use of on line invoicing and payments, in addito saving paper, and therefore the energy
required to produce and transport it, eliminatesrteed for transport for making payments;

» tele-medicine services allow the reduction of teguirement for doctor and patient to physically
meet, reducing the use of transport and the comesegumission of greenhouse gases;

* info-mobility systems by using information receiviedm mobile handsets, allow the more efficient
management of traffic, reducing journey times dretéfore the emission of carbon dioxide.

The Group has also attained important results ennieasurement and presentation of greenhouse gas

emissions, which has been acknowledged by the @ddisrlosure Project (CDP).

% The Global Warming Potential (GWP) is the measurgne$ how much a specific gas contributes to theeghouse
effect. This index is based on a relative scalectwvltiompares the gas under consideration with aaleqgass of carbon
dioxide whose GWP is by definition equal to 1. TP of the HCFC used is equal to 1,780.

%t has been estimated that 100 million audio-camfees in place of physical travel could save ntisa@ 2 million tons of
CO, emissions; that 10 million tele-workers spendimydwo days a week at home would bring a savinglofost 11
million tons of CQ; and that if 10 million users received their ims@s for telephone services on line instead of the
traditional paper version would bring a saving afuand 11,000 tons of GOThe examples are indicative and are intended
to give a concrete idea of the potential of TLOv/&m®s. They are based on projects, verified by pedeent third parties,
carried out on small scale by members of ETNO witiie scope of the initiative “Saving the climateti@ speed of
light” developed together with WWF (www.etno.betsuisability).
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The CDP is an international initiative, now in gsth year, which provides instructions on how to
measure and represent greenhouse gas emissionsraging companies to focus on risk management
and the emerging opportunities in the field of @teichange. The Group has taken part in this tiviéia
since 2005, and this year it achieved the besiteeamong those Italian companies that belong ¢o th
“Global 500” index: with a score of 81 points out1®0, the Group’s performance was described as
“remarkable” by the organisers.

With specific commitment on the issue of climatarmte, Telecom Italia took part in various initigsv
promoted by the bodies that concern the ICT secémnong which: CSR (Corporate Social
Responsibility) Europe, EE IOCG (Energy Efficientyter-Operator Collaboration Group), ITU
(International Telecommunications Union), ETNO (&ean Telecommunications Network Operators’
Association), ETSI (European Telecommunication)@&eads Institute), GeSi (Global e-Sustainability
Initiative), Sodalitas.
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Environment
Principle 8 Business should undertake initiatives to promogatgr environmental responsibility

References related to the 8th princip|2008 Telecom lItalia Sustainability Report Chafraragraph):
» The Environment: Environmental performance;

* The Environment: Energy;

* The Environment: Water;

* The Environment: Paper;

* The Environment: Waste;

* The Environment: Electromagnetic and noise emission

* The Environment: Environmental Management Systems;
» Customers: Certifications;

* Introduction: Results;

* Introduction: 2009 Obijectives.

The Environment: Environmental performance

The information on environmental performance hasnbdrawn up from management data and, in
accordance with the principle of relevance, onlysthsubsidiary companies have been included in the
consolidated accounts that fulfil both of the fallag two prerequisites: revenue greater than 3@,00
euros and more than 40 employees, excluding disaged operations/non-current assets held for sale.
The environmental performance data reported irfidlh@wving pages cover:

s energy;

e atmospheric emissions;
e water,;

* paper;

e waste.

The Environment: Energy

The energy consumption of Telecom Italia S.p.A. ahdhe Group as a whole are shown below,
calculated according to the accounting procedustabished by the Global Reporting Initiative — GRI
G3 Guidelines.

Direct consumption for heating and transport andirgct consumption for the acquisition and
consumption of electricity are shown below.

Heating systems

Telecom ltalia S.p.A. Changes %
2008 2008 vs 2007| 2008 vs 2006
Energy consumed in diesel fuel MJ 142,647,530 -4.36% -11.80%
Energy consumed in methane fuel MJ 684,483,906 -5.11% -5.74%
Total energy for heating MJ 827,131,436 -4.98% -6.84%

Heating systems

Tl Group breakdown by BU (%)
Tl Group 2008 | Domestic/BroadBand/ Brézil Media | Olivetti

Total energy for heating MJp 950,005,158 91.45%| 0.27%| 8.28%
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(*) In this table, and in the subsequent tables indhépter, the Domestic/BroadBand/Brazil heading iresudbmestic activities of fixed
and mobile TLC, as well as the related support diets; BroadBand services in Germany and the Nethdd and the activities of Tim

Brazil Group.

Following the Bolivian government’s Decree of May2D08, which provided for the nationalization of tthares of Entel Bolivia held by
Telecom ltalia Group, Entel Bolivia has been exctutem the scope of the 2008 reporting.

Vehicles
Telecom ltalia S.p.A. Changes %
2008 2008 vs 2007| 2008 vs 2006
Unleaded petrol consumption I 10,164,548 -27.63% -40.16%
Diesel consumption I 14,509,532 34.58% 62.12%
Total energy consumption (*) MJ 844,539,630 0.96% -2.45%

(*) Represents the conversion into MegaJouleshefdonsumption of unleaded petrol and diesel egpte#n litres. The
data also includes LPG consumption (330 litersabetpu9,890 MJ)

The increase in the consumption of diesel and &dkiation in the consumption of petrol are to be
ascribed to the gradual change in the compositidhe company fleet, which has favoured cars with

diesel engines.

Vehicles

T1 Group breakdown by BU (%)

TI Group 2008

Domestic/BroadBand/Brazil Media @ftiv

Total energy consumption, MJ 1,337,027,854 98.04%| 0.62%| 1.34%
Number of vehicles and distance travelled
Telecom ltalia S.p.A| Changes %
2008 2008 vs 2007| 2008 vs 2006
Total number of company vehicles no 21,448 -0.51% -3.09%
Number of low-emission vehicles | no. 21,097 -0.52% -3.11%
Total distancetravelled km 313,946,775 0.63% -0.12%

(*) Venhicles fuelled by unleaded petrol, eco-diebtudiesel, GPL (meeting the Euro4 standard ghéi), electricity or fuelled by other
combustibles with comparable or lower emissions.

Number of vehicles and distance travelled (*)

Tl Group breakdown by BU (%)

Tl Group 2008

Domestic/BroadBand/Brazil Media @fiv

Total number of vehicles nag.

23,2

b2

98.42%| 0.60%

0.98%

Total distance travelled km

351,955,1

20

97.28%| 0.97%

1.75%

(*) The data shown refer to travel time and to nluenber of all vehicles (including ships) of theoGp (industrial, commercial, used by
senior and middle management) both owned and h@aty. where usage is significant and continuoubjates (and travel times) owned
or in use by the sales force of Tim Partecipac@ee been included.
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Electricity consumption for transmission and cimdfustrial plant.

Purchased or produced energy

Telecom ltalia S.p.A

Changes %

2008 2008 vs 2007| 2008 vs 200
Electrical energy from mixed sources kKWh 2,093,422,340 -1.34% 0.79%
Electrical energy from renewable sources  kWh 37,2149 16.31% 24.07%
Total electrical energy kWh 2,130,642,014 -1.08% 1.13%

6

(*) Electrical energy acquired from mixed sourgesqual to 2,079 GWh. Self-produced electricargynés equal to around 14 GWh and
is supplied by a co-generation plant which alsalpogs almost 4 GWh of thermal energy, with an aaset consumption of methane gas

equal to m 3.39 millions.

Purchased or produced energy

Tl Group breakdown by BU (%)

T1 Group 2008 Domestic/BroadBand/Brazil Media @tiv
Total electrical energy kWh 2,561,248,540 97.99%| 1.13%| 0.88%
The Environment: Water
Water consumption by Telecom ltalia S.p.A and theup as a whole is shown below.
Water consumption
Telecom ltalia S.p.A. Changes %
2008 2008 vs 2007 2008 vs 2006
m” | 4,542,77 9.53% 7.64%
Water consumption
T1 Group breakdown by BU (%)
T1 Group 2008 Domestic/BroadBand/Brazil Media @tiv
m° 5,884,493 82.83% 0.42% 16.75%
The Environment: Paper
Paper consumption by Telecom ltalia S.p.A and theu@® as a whole is shown below.
Paper for office use
Telecom ltalia S.p.A. Changes %
2008 2008 vs 2007| 2008 vs 200
Non-recycled paper purchased kg 311,805 -20.48% -59.83%
Recycled paper purchased kg 356,139 7.44% 4,516.19%
Total paper purchased kg 667,444 -7.68% -14.72%

Telecom Italia S.p.A. has obtained the reductiopdper acquisition through consumption containment
initiatives. Buying recycled paper in place of woltlite paper for office use was begun at Telecom
Italia S.p.A. at the end of 2006: this explains tbmarkable percentage increase compared to that ye
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The collection of differentiated waste in officemderway in nearly all company premises, allowesd th
recycling of 10,835 tons of used paper.

The last months of 2008 saw the acquisition, fdicefuse, of paper with low environmental impact
from forests certified and managed according tortgerous environmental standards of the Forest
Stewardship Council (FSC). In 2009, Telecom It&8ia.A. undertook to buy FSC certified paper for
90% of the total for office use.

Starting in February, 2009, in order to limit theveonmental impact of the invoicing process, FSC
certified paper has been used for printing and isgnitie Telecom lItalia bills to consumer and busine
customers.

Paper for office use

Tl Group breakdown by BU (%)
Tl Group 2008 | Domestic/BroadBand/Brazil Media Ofive
Non-recycled paper kg 404,952 94.32% 4.81% 0.87%
purchased
Recycled paper purchased Kg 466,105 99.33% 0.67% -
Total paper purchased kg 871,057 97.00% 2.60% 0.40%

The Environment: Waste
The data shown in the table refer to the quanfityaste consignéd and legally accounted f&r

Waste consigned (*)

Telecom ltalia S.p.A| Changes %

2008 2008 vs 2007| 2008 vs 2006
Hazardous waste kg 5,120,123 75.73% 80.35%
Non hazardous waste kg 10,784,584 -16.92% 39.78%
Total quantity of waste kg 15,904,707 0.07% 50.70%
Waste for recycling/reclamation kg 14,106,145 -9.33% 40.64%
Ratio between recycled/reclaimedkg 88.69% -9.39% -6.67%
waste and total waste

(*) The data does not include telephone poles.

The increase in dangerous waste at Telecom ItahaASis due to the disposal of lead batteries and

excavated earth and rocks from reclamation. Theease in excavated earth and rocks caused a
diminution of the ratio between the quantity ofus#d sent for recycling/reclamation and the total

waste consigned.

31 By “waste consigned” is meant waste deliveredauiers for recycling or reclamation or disposabr checks carried
out in 2007 in the field of technological waste amound 6,000,000 kg of waste delivered to carriersecycling and
reclamation, 97% was recycled and reclaimed effelgtiwhile the remaining 3% was disposed of.

32 There may be slight variations in the situatioraa®ecember 31 until the following March 30, infao as the source for
the data are the records of loading and unloadfngaste that are made once the actual weight has bkecked at
destination. The information was supplied to thedpicer of the waste within 3 months of the consignimand this
explains the possible variations in the data.
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Waste consigned

Tl Group breakdown by BU (%)
Tl Group 2008 | Domestic/BroadBand/Brazil Media Oftive
Kg 19,603,617 92.73% 0.82% 6.45%

The differentiated disposal of waste in offices wascessfully carried out during 2008 and extertided
branches with fewer than 100 employees. Anotherpt2giises have been included and, up to now, the
service is active in 230 premises on lItalian teryit In four locations, an experiment was launchred
which collection bins have been placed in the rooatiser than the corridors.

In addition, to contribute to the reduction of veaproduced, Telecom lItalia S.p.A. reclaimed 490,000

of its devices during 2008: 247,000 modems, 194¥Gop boxes for IPTV, 139,000 fixed telephones

and 85,000 mobile handsets.

Regarding the application of European regulatianghe transport by road of hazardous goods (ADR —

“Agreement concerning the international carriag®ahgerous goods by Road”), training programmes

have been held for those in charge of the ServaeBrevention, Protection and Environment, and

personnel working in those areas. Specific contwdse conducted during the collection of waste by

the carriers.

Regarding electrical and electronic apparatus wWéR&EE), regulated by the Decree Law 151/05,

Telecom ltalia S.p.A. acts in some cases as prodacd in all cases as distributor of specified

equipment and is responsible for organizing the agament of its end-life cycle, as far as aspects

which involve Telecom ltalia S.p.A.

To effectively supervise the area of RAEE, in expgon of the enactment (still incomplete) of the

decrees, implemented under the cited Decree Lénasate required to make the procedure operational,

Telecom ltalia S.p.A. has set up a working partyicwhhas carried out, amongst other things, the

following activities:

 membership of the consortium that is specializednanaging the end-life cycle of equipment
(Consorzio Re-Media) has been formalized;

» the collection and selection procedures for RAE#eHzeen defined for each direct sales channel,

« appropriate clauses on the issues of RAEE and RoH&se been inserted in the terms and
conditions of purchase contracts.

Following the Agreement Programme for managing isavooden telephone poles, signed in 2003,

upon the favourable opinion of the autonomous SRatgion-Province Conference, with the Ministry

for the Environment and Protection of the Territoapd production and reclamation companies, the

decommissioning also continued in 2008 with thesstuiion or elimination of 152,060 poles.

The Environment: Electromagnetic and noise emissgon

The concerns of the Telecom Italia Group on thgesilof electromagnetic emissions are essentially:

» the careful and proper management of its equipndeming its life cycle, with regard to the
applicable regulations and internal standardsfafiehcy and safety;

* the deployment of, and constant research into)atest technological instruments for checks and
controls.

Within the Telecom Italia Media Group, systematiomtoring has continued of the levels of

electromagnetic emissions in the installations @7 ,LMTV and Telecom lItalia Media Broadcasting in

order to guarantee that legal limits are respe@ed,high safety standards are maintained. Inquéati,

Telecom lItalia Media Group checks that:

% European Directive 2002/95/EC on the restrictidnpeescribed hazardous substances in electrical eledtronic
machinery (Restriction of Hazardous Substancescive).
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» the levels of electromagnetic field produced by ¢n@ssions from its plant are always lower than
20 V/m in locations accessible by people outside ¢cbmpany, while in residential areas, near
nurseries, schools and anywhere occupied for ageyreater than 4 hours a day, the level of
electromagnetic field is always below 6 V/m;

» the level of exposure by workers does not exceedvéiue laid down by Directive 2004/40/EC,
recently brought into Italia law by Decree Law 2Z5¥J7.

Based on the controls carried out on Italian gbe, electromagnetic emissions generated by La7 and
MTV are within the legal limits, with levels sigiéantly lower in the case of digital television
transmissions, which allows a reduction of the tetemagnetic emissions of around 75%, compared to
traditional analogue methods.

The Group also optimises emissions from mobilepteb@e Radio Base Stations (SRB). In 2008, the
target of installing secondary carriers in orderdduce the power of the overall field of SRB enoiss,
during periods of maximum voice traffic, was ateinand exceeded. The use of two radio frequency
carriers, also linked to the development of “Highe&d” coverage, allows the total power emission
from the station to be reduced by 15% for the sameunt of traffic. The reduction of the theoretical
power of the electromagnetic field emitted has beenified through laboratory testing carried out in
TILab.

Similar attention is paid to emissions from molhig:ndsets operating on the GSM bands 900Mhz, DCS
1800Mhz and UMTS. In 2008, 100% of the models ochtwlogically innovative cell phones widely
distributed in ltaly, and 25% of the models of Blian handsets, have been subjected to the *$AR
gualification.

The agreement with Vodafone to share the mobilevorét access sites has continued (in 2008, this
concerned 1,000 sites) in terms of the passivasiructure: telephone poles and pylons, electanédl
climate control equipment, and civil infrastructufidnis accord meets the express position of theeCod
for Electronic Communications, promoting the moffeceent use of the network infrastructure in urban
and rural areas. The agreement lays down that eperator, while retaining ownership of its own
equipment, shall offer to host the others at tlikoraobile stations on all national territory, witie aim

of optimising the coverage of the mobile network.

The issue of electromagnetism and the study istpassible effects on biological systems has bieen t
subject in recent years of a wide ranging debatelwng the scientific community and public opinion
More in-depth information is available at the Imer site www.telecomitalia.it
(Sustainability/HotTopics/Electromagnetism Impact).

In the area of the reduction of noise pollutioneaks have been carried out on noise emissions by
company equipment and, in the course of 2008, &8,swhere critical levels were discovered, have
been rectified.

The Environment: Environmental Management Systems

Environmental Management Systems (EMS) contriboittné management in a sustainable way of the
production and support processes, and are a ssmtolicontinuous improvement in environmental
performance.

Over the years, the Group has promoted the creafisgstems and instruments to ensure the effective
management, prevention and continuous reductioenefronmental impact in the area of working
processes. The Group’s Environmental Managemenie®@gsdeveloped thus far have attained 1SO

3 SAR: Specific Absorption Rate.
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14001 certification; in addition, there is an Inegd Safety and Environment System in two customer
care centres (Rome and Naples), which have atta8@d 4001 and OHSAS 18001 certification.
Following organisational changes, an Environmektahagement System has been put in place in the
new Property Purchase and Facility Management Dmeats, with subsequent 1SO 14001
certification. In addition, a new project has basplemented, aimed at integrating the activities
converged in the Technology & Operations Departmanthe Integrated Management System for
Safety, Quality and Environment, already 1ISO 146@xtified.

Customers: Certifications

Those aspects of the company that have a signifiogract on the products and services offered and,
more generally, on the community, are subject tdifemtion, in order to ensure the adoption of
procedures and conduct that are in line with thmeetations of the relevant stakeholders.

In particular, the care of customers and the quafithe products and services offered is recoghise
the certificate UNI EN 1ISO 9001:2000, concern toe £nvironment is the basis of the certificate UNI
EN ISO 14001:2004, health and safety at work isifeed under the provisions of the regulation BS
OHSAS 18001:2007 and data security is certifiedenmegulation 1ISO 27001:2005.

In the following table, the certificates obtainedthe various Departments/Companies of the Graup, f
particularly significant company procedures andvéats, are listed.

More information is available on the website wwhetemitalia.it (Sustainability/Our
model/Certification).

Company Certifi cate | Department
Telecom Italia | 1SO 9001 | Departments: Domestic Fixed Servicesmd Top Client & ICT Servic€
S.p.A. Open Access, Domestic Mobile ServicesSales Consumér Technology &

Operations, Purchasing.
Companies checked: Tl Sparkle, Elettra Tlc, Path.Negjuendo, Telsy.
ISO 14001 | Departments: Technology & Operationscirasing - Real estate and Facility
Management acquisition, Domestic Fixed Servicesust@mer Operations
(Front End and Back Office of Customer Care: ofice Rome and Naples)
Companies checked: Tl Sparkle, Elettra Tlc.
ISO 27001 | ICT departments of Technology & Operation
OHSAS | Domestic Fixed Services - Customer Operations (Feord and Back Office
18001 of Customer Care: offices in Rome and Naples).
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Olivetti S.p.A. | 1SO 9001 | Departments: Business & Market Developmétbduct & Technology
Development, Industrial Operations, Market Commatian.
ISO 14001 | Olivetti Plant of Arnad (AO).

Brazil ISO 9001 | Company: Tim Brasil s.a., Tim Nostées.a.

©At the end of 2008, the Domestic Fixed Servicesdbpent, Top Client & ICT Services, and Domestichil® Services
were reorganised into the Consumer Market DepaitnBarsiness Market, and Top Client Market & NetwdfkServices;
during 2009, the certificates presently held byséherganisations will be brought into line with thew organisational
parameters.

The following certifications are planned for 2009:

— Certificate UNI EN ISO 14001:2004 for the Opercéss Department;

— Certificate BS OHSAS 18001:2007 for the Italiges of Sparkle (one of the Group’s fully owned
subsidiaries).
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Introduction: Results 2008 - Objectives 2009

Indicator” Unit Target | Final balancel Target Statug Target
of Measurement| 2008 2008 2008 2009
Eco-efficiency indicator bit/Joule 1,130 1,177 A 1,410
Energy saving from low kWh 3,000,000 480,000 v
consumption lighting system (10
sites)
Energy saving by optimizing the kvar/h 1,950,000 11,019,600 A

electricity yield of 50 substations
through power factor correctith

Number of cells in UMTS Radip Number of cells 600 2,837 A 2,500
Stations in which a second carrier
has been installétl

SAR Qualificatiort® Italy % 100 100 A 100
SAR Qualificatiori’- Brazil % 25 25 A 25
SAR Qualificatioi’- Bolivia % 40 - “a

Other corporate offices with  Number of 100 123 A

differentiated waste offices

Reduction of paper consumption % 3 7 A

Purchased recycled paffer % 60 53.7 v

FSC certified paper purchase for % 0 90
office usé®

Used paper sent for recycling Tons 10,835 13,540
Conversion of 15 diesel-fired boilefsTons of CQ not 200 200 A

with new generators/heat purfips emitted

Reduction of C@emissions from the Tons 200 200

>

substitution of diesel boilers wit
plant causing less imp&tt

Substitution of Euro3 vehicles with Tons of CQ not 2,700 2,986 A 1,630
Euro4 vehicle® emitted

Reduction of quantity of ozone kg 4,000 6,400
depleting gases wused in air

conditioning equipment and

refrigerating systems

% Unless otherwise stated, targets refer to theities of Telecom Italia S.p.A.

% The power factor variation of the medium- and l@msion transformer sub-stations consists in teertion of a device
that, to the equivalent of active power used, adldhe reduction of the losses in the transport oktvand thereby
optimizes consumption.

3" In high traffic conditions, using two radiofrequgncarriers rather than one, the total power enhitig the station is
reduced. Since the target fixed for 600 cells waseeded in the first quarter of 2008, the target been extended to
2,500 new cells with second UMTS carrier.

% The percentage is calculated for the most popaiat technologically innovative cellphone hands8®R: Specific
Absorption Rate.

% The percentage is calculated for the most pomndrtechnologically innovative cellphone handsets.

“° The percentage is calculated for the most pomnidrtechnologically innovative cellphone handsets.

“1 The Entel Bolivia company, from April 1st, 200&shbeen outside the Group’s scope of consolidation.

2 Measured with respect to the total amount of pppechased for office use.

3 Measured against the total paper purchased fimeafse. FSC = Forest Stewardship Council.

*“New plant is mainly fuelled by gas.

> New plant is mainly fuelled by gas.

% A reduction of around 30% in G@missions is obtained by using Euro4 vehicleseratian Euro3 vehicles.
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Indicator Unit Target | Final balancel Target Statug Target
of Measurement| 2008 2008 2008 2009
Reduction in the total paper % 0 2.1
purchased (for office use only) |-
Brazil
Ratio between recycled waste and % 41 43
the total waste generated by offices -
Brazil
Cellphones, batteries and accessoties  Tons 10 11

collected and sent for recycling
Brazil

Target statusaA achievedp partially achieved¥ not achieved.
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Environment

Principle 9 Business should encourage the development andsidififtof environmentally friendly
technologies

References related to the 9th princip|2008 Telecom lItalia Sustainability Report Chafraragraph):
* The Environment: Training/Information;

* The Environment: Energy;

» The Environment: Eco-efficiency Indicator;

* The Environment: Product Responsibility;

* The Community: Research and Development.

» Customers: Research and development of innovagmeces/Info-mobility

The Environment: Training/Information

Actions undertaken in support of a widespread emirental culture constitute an essential stimulus
for the informed collaboration and commitment o€legerson in the sustainable development of the
Group’s activities. Issues of general interest hagen covered, placing particular emphasis on the
specialized training of personnel.

Articles designed to spread information on spec#fsties have been published on the company Intranet
within the “Environment Project” site. The contehi@ve been formulated to give a general treatment
and focus attention on the problems and opporesiegarding Group of activities.

These are the issues covered:

» Business and the Environment: a connection thaildhze understood,

* Environment Project,

» Environmental Management System,

» Life Cycle Assessment,

* Mobility Management,

* Energy conservation and renewable energy,

* Reduction of emissions,

* Electromagnetic pollution,

* Green Procurement,

* Waste management,

» Soil pollution.

Reduction of the consumption of paper and the oepteent of virgin paper with recycled paper. An
article was published in the internal magazine .maigazine” covering the development of the
Integrated Management System of Safety and ther&@mwient in customer care, and the publication of
the bulletin “noi.flash,” dedicated to the issueboiiness responsibility, has continued, with Esion
differentiated waste and sustainable mobility.

The first edition of the seminar, “Management ofviEmnmental Emergency”, was held. It was
designed specifically to increase awareness, witiercompany, of the prevention of soil pollutiorda
promote an understanding of the correct manageaigrussible diesel leaks.

The online information campaign has continued, dimeall staff, informing them of initiatives ingh
environmental field, such as, for example, the lmagon of the World Environment Day, the start of
trials of differentiated waste paper collection dinel survey on home-work commuting.
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The Environment: Energy

Telecom lItalia S.p.A. has launched a series ofegtsjaimed at optimising energy consumption and

encouraging the use of renewable energy sourceengithhese were:

» decommissioning obsolete technologies and platforatgnalising the network infrastructure and
updating plant technology;

* CO-generation systems;

* using alternative climate control systems in thehexges and raising temperatures;

» using information technology resources in shar@tijal environments;

* remote control and measurement of energy of theanges’ rooms;

» the separation of climate control in offices, exules and Base Transceiver Stations;

» the regulation of the power factor of plant to reelthe reactive energy drawn by the network;

» sharing Base Transceiver Stations thanks to cogsitgreements with other Operators;

» reduction/rationalisation of premises;

* experiments with traditional and innovative photitaic equipment;

* experiments with mixed energy sources (wind andg}ioltaic);

» the acquisition of energy that is certified as gdiom renewable sources.

Beginning in 2009, a plan to reduce the acquisibbelectricity within Telecom lItalia S.p.A. willé

undertaken based on the following actions:

» supervision of energy consumption through the lfadtan of timers and remote monitoring systems
for the continuous control, in real time, of telepk centres;

* modernising of the fuel and climate control systems

* increasing energy production through tri-generagitamt;

* reduction in areas requiring climate control, tlglogectioning;

* raising the temperature of the telephone centrdRalio Base Stations.

Telecom Italia is among the promoters of the EE ®OQCEnergy Efficiency Inter-Operator
Collaboration Group), a work group made up of ofsactive in the sector at the global level
(operators and suppliers of equipment), aimed aédipg up the spread of low-energy consumption
devices to encourage the development of effec@ahrtological options through agreed actions of
standardization.

The commitment to contain energy consumption aked the form of collaboration in the definition of
the Codes of Conduct on the energy consumptiorr@ddband equipment and Data Centres, promoted
by the European Union through the Joint Researcmtr€e(JRC) and ETNO (European
Telecommunications Network Operators’ Associatiofifle objective of the initiative is to define
guidelines and consumption targets for equipmeat #ne designed to minimize energy consumption
without interfering with technological developmemtd the quality of the services.

The Environment: Eco-efficiency Indicator

Telecom lItalia S.p.A. measures its own energy iefficy by using an indicator that establishes a
relationship between the service offered to thetaruer, simplified as the measurement of bits
transmitted, and the company’s impact on the enwvient in terms of energy consumed.

The factors taken into consideration are the ansmwftdata and voice traffic of the fixed/mobile
networks and industrial energy consumption (fongraission and climate control in the centres),
domestic (electricity for office use, air conditing and heating in the centres) and consumption for
transport.
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The following table shows the trend of the ecoesdficy indicator in recent years.

Year kbit/kWh bit/Joule Increase % year 200x vE)x2Q
2004 777,248 216 +58%
2005 1,311,676 364 +70%
2006 2,175,006 596 +63%
2007 3,144,283 873 +45%
2008 4,237,038 1,177 +35%

In 2008, the indicator’s value was around 35% higtian 2007, exceeding the target set (1,130
bit/Joule). The annual increase is progressivatyiishing: energy efficiency measures and theirise
traffic already achieved have reduced the margiriuidher improvement.

The commitment is being carried through with théinigon of the target for 2009: 1,410 bit/Joule
(+20% compared to 2008).

The Environment: Product responsibility
To improve the company’s Product Stewardship pEpfiroducts/services marketed by Telecom Italia
S.p.A. are also examined under the following cater
* health and safety of consumers;
» labelling of products and services;
* marketing communications;
» respect for privacy;
» conformity with applicable regulations;
* environmental impact of the product.
Marketed products are subject to a technical tese at ensuring their conformity with European
Directives and the National Laws of Implementati@mong the main regulations are:
— the EU regulations on the protection and safégustomers in using the equipment;
— the ROHS regulation which prohibits the use ataie substances in electrical and electronic
equipment;
— the RAEE regulation on the management of produodtlife cycle.

Quality tests are conducted on products to cheely tomply with the environmental and safety
requirements agreed with suppliers.

During 2008, the methodology of Life Cycle Assesstn@&CA) was applied to 22 products intended
for marketing (cell phones, fixed telephones, faachines and printers) under the auspices of therGre
Procurement project.

The LCA approach allows, amongst other things, ¢kaluation of the environmental and energy
burden of products/services during their entire &ycle.

In addition, Telecom Italia has conducted, in dmtla@ation with the University of Palermo (the
Department of Chemical Engineering of Processes Matérials), an analysis of materials used to
construct the shells of cordless telephones amacedsd wiring, as part of the development of a new
mobile handset with reduced environmental impact.

The analyses, carried out using the LCA methodglogympared a copolymer of fossil origin
(acrylonitrile butadiene styrene, ABS) with a bigdmdable polymer from renewable sources
(polylactic acid, PLA). The evaluation regards threacro-categories: Human Health, Eco-system and
Exploitation of Resources. PLA has less overallaot@and could replace the ABS normally used in the
production of handsets.
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The Community: Research and Development

Research and development directed towards techioalomnovation range from reviewing basic
technologies in order to increase efficiency in dperation of networks and systems, to the complex
operation of radically overhauling the platformervsces and architectures; the unstinting commitmen
in the field of the Operational Departments of Business Unit to ensure the new services meet the
needs of customers is vital, as is the continugysovement in the levels of quality.

TILab’s remit is the supervision of technologicainovation for the Group, scouting for new
technologies and carrying out engineering operation services and network platforms. The work
carried out by TILab is the outcome of a strategartnership with the main manufacturers of
telecommunications equipment and systems, and edgtlires of excellence in research at the most
highly qualified national and international acadenmstitutions (including Turin Polytechnic, Milan
Polytechnic, the University of Berkeley and MIT).

On the international level, TiLab has pledged astartial commitment to the task of standardisation,
through which future solutions will be made possibdhfluencing the manufacturers’ road map. In
2008, on the initiative of Telecom lItalia, the EgpeEfficiency Inter Operator Collaboration Groupsva
launched. This is an ad hoc working party, cursemtde up 18 of the principle global TLC Operators,
with the aim of maximising energy efficiency in thielecommunications sector, interceding on
standards and proposing actions to suppliers.

Customers: Research and development of innovatesvises/Info-mobility

Telecom lItalia and Magneti Marelli have launchezbasortium for new info-mobility services in order

to develop and market an open technological platfthat guarantees a constant connection with

information and entertainment services, which welp drivers make more responsible choices, thus
reducing traffic congestion (eco-driving). The gystwill permit integration between the automotive
and ICT environments, thanks to an in-car digitestem that allows the vehicle to communicate with
the software applications of various service prexgd This application can be used by public autiesri

to supply information on the condition of the roadsd by companies with fleets of company cars to

track the location of vehicles and put them in toudth each other.

Among the solutions and certified services are:

* information on the road network and traffic conalits, payment services, navigation services. An
example is the management of traffic on motorwaypartnership with Autostrade S.p.A.;

» electronic management of paid parking spaces:dbtatibn of the user of the service is monitored
through their mobile terminals so that the system &Il the user the best parking spaces and the
routes to get to them, identifying any parking pgsrand applying the correct tariff;

* dynamic management of the access of motor vehtoleggulated urban areas through personal
mobile phone systems or devices placed in the le=hic
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Anti-Corruption
Principle 10 Business should work against all forms of corromptiincluding extortion and bribery

References related to the 10th principg2008 Telecom lItalia Sustainability Report Chaaragraph;
Telecom Italia web site: Governance Section):

* References and Governance;

» Shareholders: Internal Control System;

» Shareholders: Person Responsible for Internal Glpntr

» Shareholders: Risk Management;

» Shareholders: Safeguarding Privacy and Data Protect

» Telecom Italia web site: Governance Section.

References and Governance

The Group’s Corporate Governance, aligned withhighest national and international standards, is
founded on the central role of the Board of Direstand the independent administrators, on the
transparency of management decisions, on the p#eetss of the Internal Control System and on the
strict regulations on potential conflicts of intst.@VNithin the scope of the Internal Control Sysisrthe
Organisational Model of Legislative Decree Jun2@)1, no. 231, designed to prevent the commission
of specific offences, including corruption, extortiand corporate crimes.

Shareholders: Internal Control System

The internal control system is a process made uple$, procedures and organizational structurds an
designed to pursue substantial and procedural atogss, transparency and accountability, valuds tha
are considered fundamental for Telecom Italia’sifmess dealings, as laid down in the Group Code of
Ethics and the Company’'s Self-Regulatory Code. &hma of the process is to ensure that the
management of the business is efficient and cambwn and verified, that accounting and operational
data are reliable, that applicable laws and reguiatare complied with, and that the assets of the
business are safeguarded, not least with a viggveleenting fraud against the Company and financial
markets.

As the body responsible for the internal contratsgn, the Board of Directors lays down the guidedin
for the system and verifies its adequacy, efficang proper functioning, while making sure that the
main operational, compliance, economic and findnts&s are appropriately identified and managed.
In performing this responsibility, the Board, ind#tn to the Internal Control and Corporate
Governance Committee, uses a person endowed withppropriate degree of independence and
adequate means to be responsible for the intewratal function (the Chairman of Telecom ltalia
Audit & Compliance Services).

The functions assigned to this person are to assigtrifying the adequacy and efficacy of the intd
control system and, where anomalies are found, rpgse appropriate remedies. The person
responsible for internal control reports to thesinal Control and Corporate Governance Committee
and to the member of the Board of Directors resipdmgor the internal control system (at presermt th
Chairman of the Board of Directors).

In 2005 the position of Group Compliance Officerswaeated with a view to better coordinating the
development and maintenance of the internal cosyrstiem. The Group Compliance Officer performs a
role of liaison and coordination among the planstf@ improvement of the Group’s internal control
system and is responsible for monitoring and featihig the relationship between management and the
internal control system, so as to guarantee, vhi¢ghassistance of Telecom ltalia Audit & Compliance
Services, methodological correctness in the manageof risk.
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The Company’s internal control system is compldtgdhe so-called 231 Organizational Model, which
is divided into “general internal control principle “behavioural principles” (consisting of a sétroles

for relations with representatives of governmehtalies for corporate issues and transactions imglv
shares and other securities of the Company) artdrtial control checklists” specifying the main &sg

of every process, the offences that may be comanitteelation to individual processes and the antr
activities to prevent the related risks from amgsiin 2008 the 231 Organizational Model was updated
(in the light of changes in the law) and improvéul reflect the results of the model’'s applicatior a
the suggestions made by an external constiffant)

Monitoring of the functioning and compliance withet model is performed by a Supervisory Panel
made up of a member of the Board of Statutory Awdi{Chairman), an independent director on the
Internal Control and Corporate Governance Commiia® the head of the internal control system in
the person of the Chairman of Telecom ltalia A@di€ompliance Services. The Panel, reappointed on
April 15, 2008 following the renewal of the Boarti@irectors (by the shareholders’ meeting held on
April 14, 2008) reports to the Board of Directotbe Internal Control and Corporate Governance
Committee and the Board of Statutory Auditors andhecks performed and their results.

In addition, with the aim of providing operationalipport to the Supervisory Panels of Group
companies a special unit (the Compliance Suppasti@rhas been created within Telecom Italia Audit
& Compliance Services to handle reports of violagioof the organizational model and conduct
compliance audits on the basis of the data recaivednnection with the information flows that have
been put in place within the Group.

With regard to the undertakings approved in Decerblgehe Competition Authority, at the closing of
the A/375 procedure (claiming abuse of dominanttipws created through illegitimate strategies of
retention and win back) the Board of Directors hesolved to amend the Group’s Code of Ethics and
Conduct to strengthen the concepts of fair and evempetition, with particular regard to a
commitment for accurate information regarding cotitpeoperations.

Shareholders: Person Responsible for Internal Cooitr

The Board of Directors has chosen the consortiumpamy Telecom ltalia Audit & Compliance

Services (of which Telecom Italia Media is alsoaatper and which performs internal audit functions

for the partners and their subsidiaries) to beaesible for assisting with verifying that the imat

control system is always adequate and fully openati

Telecom Italia Audit & Compliance Services has atequate level of independence (it is not

responsible for any operational areas and doedemend hierarchically on anybody responsible for an

operational area) and suitable means for the pedonce of its functions, which include providing

support to the Company’s administrative and corttadies in verifying the adequacy and efficacy of

the internal control system and, where anomaliesamd, to propose appropriate remedies.

The person responsible for internal control:

* reports to the designated director, the Internaltf@ and Corporate Governance Committee (and
thus the Board of Directors), and the Board of &tay Auditors;

» carries out checks at the request of the managpomnsible for preparing the Company'’s financial
reports;

* ensures compliance with the principles and valeésust in the Code of Ethics of the Telecom Italia
Group, investigates reports by employees and théndies of legal and regulatory violations and

47 Concerning the introduction of the new Organizatidmdel 231, a training programme has been develogigitled into
specific interventions aimed at Referents 231 #&edl tcollaborators, and at those resources thatpycooles within the
company that have strong impact in terms of risk.

The 2008 Training Plan on the Sarbanes Oxley A4 has been completed, aimed at updating awarediesg the
implementation of the SOA, and about obligationsiag from law 262/2006.
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irregularities (including those of an accountinguna) and promotes suitable remedies, including
proposals for punishments.

Shareholders: Risk Management

Since 2003, Telecom ltalia Group has used the CRG@ntrol & Risk Self Assessment) as the

governance instrument of company risk managemeaough which the identification, assessment and

management of operational risks is achieved.

The CRSA is based on the self-assessment of riskndiyagement with the aid of qualitative and

guantitative evaluations and parameters, followgdhie identification of the existing control system

and any proposals for their improvement.

The cycle of detection and management of risk tncORSA requires the drafting of an Action Plan to

deal with the Consolidated Risk Portfolio at thenttal Departments/Operations/Business Unit levels,

broken down into the usual operational phases:

» the definition of the Group’s objectives by Seritenagement;

» the elaboration of the Group’s objectives by thepany structures within their own organisational
context;

* the identification of those risks that may impeke attainment of the objectives;

* communication of the risks to senior company mamege and their consolidation through the
creation of “cross-company portfolios”;

» evaluation of the consolidated risks in terms gbaet, probability of occurrence and the assignment
of a qualitative-quantitative coefficient;

» identification of those risks considered acceptaiolé those which require protective measures;

» the development of an Action Plan incorporatingph&ective measures;

» the adaptation of the internal control system, ielfow up actions, where necessary.

The management of the various phases is underpibyed web-based information system that

integrates the CRSA and APM (Action Plan Monitojisgstems and makes possible the management

and automatic monitoring of the Action Plan defiredting the CRSA, in a similar way to that already

carried out for the Action Plan that emerged frowm audit.

New strategic directions and objectives for the U pravere drawn up during 2008 for the three years

2009-2011.

Shareholders: Safeguarding Privacy and Data Protect

Telecom ltalia Group is firmly committed to actimgaccordance with the regulations on the protectio
of personal data (Decree Law 196/03, the so-céReidacy Code”).

To this end, Telecom ltalia’s organisation modebé&sed on central departments that supervise, at
Group level, the correct application of regulatiamghe sector.

The adoption of legal measures and the stipulatidribe Privacy Guarantor is assured by constantly
updating the regulations and policies of the Graopthe light of actual experience and any
organisational changes undertaken. Specificall0@8, the Group’s guidelines were up-dated togorin
operational procedures and information systemsoirfarmity with privacy requirements in handling
customer, or ex-customer, information. Furthermaregview was held of the Group’s policies on the
self-evaluation of the security measures adoptedhi® treatment of personal information entrusted t
third parties (suppliers, consultants etc.) and mewdelines have been issued for the treatment of
personal data in computer processing concerningparticular, the handling of system-access
passwords, the recording of operations carried(autlit log) and the compliance requirements for
environment-specific information technology systems

Regarding data protection, a wide-ranging projeas \Waunched in 2008 to further raise the level of
information protection both for voice and data ficafwith regard also to the specific rules of the
Privacy Guarantor for suppliers of electronic comimations services (Provision of 17/01/2008). The
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principal change is the introduction of robust aumtication systems for digital and physical acdess
information systems containing data on traffic Julicng biometric recognition for those responsitae
systems dedicated to services for the judicial @uties. The action plan, which will be finished time
early months of 2009, provides for the adaptatibmimrmation systems, arrangements for operational
processes, communication activities, training ahe Help Desk. It has been continued the
dissemination of a privacy culture within the compahrough training sessions, which, in 2008,
covered, in particular, the prerequisites of coampde with regulations on the treatment of customer
information in the marketing and customer care depants.

The effective application of the regulations is mamed through a control system based on regulér se
evaluation procedures by those responsible, ancgumtiom checks carried out by the relevant central
departments, based on procedures and methodolegrged out with the contribution of the Group’s
Auditing and Compliance firm. In 2008, control adies were focused in particular on the sales
network, in the light also of certain, general pstans adopted by the Privacy Guarantor; as paittisf
process, checks were also carried out on the tesdtraf customer information by dealers and
commercial partners. Other checks were carriecboutustomer care operations and debt recovery, as
well as the implementation status of privacy comapte in certain subsidiary companies. Furthermore,
a dedicated team from the Group’s Auditing and Cleanpe Company has carried out dozens of
checks at company and third party premises (fomgm@, suppliers of software services) on the
adoption of the security measures for the protaatiopersonal data.

Finally, in accordance with rule 26 of attachment(Bechnical Regulations on minimum security
measures) of the Privacy Code, Telecom lItalia desl& has drawn up the Data Security Planning
Document (DPS) for 2008. This Document lays outtdodinical and organisational criteria adopted for
the protection of personal data, be it of a genesanhsitive or judicial nature, that is processgd b
information technology, as well as the trainingesiile for those responsible for the treatment td.da

Governance

Market Abuse and Insider Dealiffg

Confidential information is dealt with by the Chmaan of the Board of Directors on the basis of
procedures for the internal processing and disotoso third parties of documents and information
concerning the Company, with special referenceitegsensitive information.

Special Procedure

Telecom Italia has adopted a special procedureblediang the ways in which price-sensitive
information is to be communicated to the markeiddntifies the units of the Company's organization
involved and lays down guidelines for the actioméotaken in the presence of rumours and in regpons
to requests for information from the entities resgble for supervising and operating the markets
(Consob and Borsa Italiana). The procedure als® dayvnguidelines for meetings with the financial
community and the presdo ensure that information concerning the Compamg the Group is not
disclosed selectively.

Information, in the news about events, facts, #guor initiatives having a specific significance in
relation to an entity's activity, is a strategiorgmnent of a company's assets and essential for its
success. It underlies the most important corpquateesses and the appropriate and timely sharing of
information is a necessary condition for the effecpursuit of business objectives.

Without prejudice to the provisions of applicabdevlconcerning the protection and dissemination of
particular categories of information, such as thespnal and sensitive data referred to inGoee for
the Protection of Personal Datélegislative Decree 196/2003), the use of infororatmust observe

48Fonte: http://www.telecomitalia.com/cgi-bin/tipdeél IPortale/ep/browse.do?tabld=4&pageTypeld=-1Z4¥ING=EN&channelld=-
12782&channelPage=/ep/Tlgovernance/TImarket_alngse.|
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the general principles regarding the efficient exption and safeguarding of a company's resources,
which can be expressed in the case in questiomeasnieed to know". The use of information for
purposes other than the activity of the business i considered an abuse and, on a general bisis,
those who work to promote the interest of the Taiedtalia Group are subject twonfidentiality
requirements concerning the information they acquire in or the performance of their duties.

However, the law imposes an not known to the pubtincerning a company and mbligation to
disclose informationsubsidiaries which is of a precise nature and whfat were made public, would
be likely to have a significant effect on the prick that company's financial instruments (inside
information). The law also requiraaformational equality to be restoredf inside information is
disclosed prematurely to third parties who are suiiject to confidentiality requirements under laws,
regulations, bylaws or agreements.

This explains the great delicacy of the stage mhiagethe "perfection” of inside information in whic
not only is it necessary to impose a confidentiaktgime on inside information "in the making",

to avoid triggering the immediate disclosure olliga but above all there is the fact that prematur
disclosure could be misleading for the market and/barmful for the business.

This procedure covers the handling - includingghbblic disclosure - not only of inside informatibat
also of information which could become such; itksde reconcile the fluidity of internal information
processesvith safeguarding information, especially as regale give and take between the disclosure
of inside information and the need to keep it aterfitial while it is being perfected. this respect the
procedure ties in with the internal rules of gehepplication concerning the classification and
management of information from the standpoint officentiality.

The transparency of transactions involving Teledtaiia shares or financial instruments linked there
carried out directly or through a nominee by refgvpersons or persons closely associated with
relevant persons is currently governed by ConsoguRé&on 11971/1999 on Issuers (Articles 152-
sexies et seq.), which supersedes the Code of €bndunsider Dealing that the Company adopted in
December 2002.

Disclosure

The law imposes disclosure obligation on the directors and membefsthe board of auditorsof a
listed company and "persons performing administeatsupervisory and management functions in a
listed issuer and managers who have regular adoessside information and the power to make
managerial decisions affecting the future develautraed prospects of the issuer"” for so-called ersid
dealing transactions involving shares of the comparfinancial instruments linked thereto amounting
to more than € 5,000 per year.

Telecom Italia has chosen to identify "[managerbpvihave the power to make managerial decisions
affecting the future development and prospectshef issuer” in the key managers referred to in
IAS/IFRS 24 and in executive officers for the pwses of U.S. law.

As part of the more general revision of the mecémasiof corporate governance, even in the absence of
regulatory requirements it was decided to introdaceobligation into the Company8elf-Regulatory
Coderequiring abstention from carrying out transactiamvolving Telecom ltalia shares or financial
instruments linked thereto in specific periodsioé fyear (so-called blackout periods). In extraadin
circumstances the Board of Directors may extenglispend these periods.
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Auditors’ report
{Translation from the original Italian text)

To the Board of Directors of
Telecom [talia S.p.A.

1. We have carried out the compliance procedures and analyses of the Sustainability
Report of the Telecom Italia Group as of December 31, 2008, described in paragraph
2 of this report.

The procedures were carried out to evaluate the Board of Directors’ statements,
included in paragraph “References and Governance” of the Sustainability Report of
the Telecom Italia Group as of December 31, 2008, which describes the criteria and
methods adepted for the preparation of the Sustainability Report. The preparation of
the Sustainability Report is the responsibility of Telecom Italia S.p.A.'s management.

2. In arder to evaluate the Board of Directors’ statements mentioned in paragraph 1, we
have performed specific procedures, which are summarized below:

« verified that the financial data and information are consistent with those included
in the Group's consolidated financial statement for the year ended December 31,
2008, approved by the Board of Directors, with respect to which we issued our
audit report dated March 16, 2009;

= analyzed the operation of the processes underlying the generation, recording and
management of quantitative data. In particular, we have performed the following
procedures:

- interviews and discussions with management and personnel, to cbtain an
overview of the activity of the Telecom Italia Group, to gather information on
the information technology, accounting and reporting systems used in
preparing the Sustainability Report, and to document the processes and
procedures used to gather, combine, process and transmit data and
information of the Group's operating units and areas to the department
responsible for preparing the Sustainability Report:

- sample-based analysis of supporting documentation used in preparing the
Sustainability Report to confirm the reliability of the interview-derived
information, the effectiveness of processes and their adeguacy in relation to
business objectives, and the operation of the internal control system in
managing the data and information;

+ analyzed the completeness and consistency of the qualitative information included
in the Sustainability Report. This activity was carried out in line with the above-
mentioned criteria;
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+ verified the stakeholder involvement process, in terms of the methods used,
completeness of the stakeheolders and analysis of data and significant findings in
this respect, as compared to the information reported in the Sustainability Report;

+ obtained the representation letter signed by the legal representative of Telecom
Italia S.p.A., attesting the reliability and completeness of the Sustainability Report,
and of the information and data contained therein, as well as its compliance with
the criteria and methods mentioned in paragraph 1.

The Sustainability Report presents the prior year’s data and information for
comparative purposes, with respect to which reference should be made to our report
dated April 18, 2008.

3. Basedon the procedures performed, we believe that the Sustainability Report of the
Telecom Italia Group as of December 31, 2008 complies with the criteria and methods
which form the basis of its preparation which are described in the paragraph
"References and Governance"” of the Sustainability Report. Moreover, the financial
data included in the Sustainability Report agree with the data and information
included in the Group's consolidated financial statement and the other data and
information are consistent with the documentation and meet the content
requirements established by the criteria and methods governing the preparation of
the Sustainability Report.

Rl ol

Reconta Ernst & Young S.p.A.
Signed by - Nadia Locati, Partner



