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CHAIRMAN'’S LETTER

According to a rather popular saying:
“There are two ways to deal with change:
suffer it or embrace it”.

While encouraging people and companies to challenge themselves by pursuing innovation is
always a good thing, this motto may convey the idea that change is a kind of tidal wave that
will overwhelm everything in its path.

Change is not something that needs to be remedied, it isn’t a misfortune. Change is the
natural state of things, it has been happening constantly, relentlessly, since the beginning of
time. The best thing we can do is intercept and understand that change, so we can cultivate
it and ensure it continues to bear fruit, taking a new path towards sustainable economic
growth, one that will keep us at the centre of the new innovation economy, which is a source
of continuous improvement.

The Global Compact and the UN Sustainable Development Goals, to which we have long
been committed, can only make complete sense if viewed from this perspective. These are
not undertakings that responsible companies decide to give temporarily, but a new way
of doing business where, in the new market economy, everything is interconnected and
interdependent.

The principles of human, social and
environmental sustainability require that
profit is achieved with respect for the
interests of the various stakeholders.

v
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It has always been true that to make a profit we need to do something useful. Our Corporate
Shared Value system sets out to produce a certified measurement of our commitment. This
year it amounts to around 14 billion euros, including both the business and social value of our
domestic activities. ¥- LIS

TIM’s existence and operations are again shown to be essential and supportive, responding
to the emergencies which hit the country in 2016. In emergency situations, ensuring
communication is fundamental: our relationship with the Civil Protection Department has
always been extremely close. We were on the front line of installing new lines, boosting
mobile signals, providing free Wi-Fi in the main emergency shelter sites and LTE coverage
in disaster areas, as well as boosting services in the various local coordination centres. TIM
also made available its “With You We Do” crowdfunding platform for the “Un aiuto subito”
initiative, which helped to increase fund raising for the people affected by the earthquake.

Internally, we launched a significant organisational simplification process, with renewed
attention paid to our customers, so we can continue looking to the future, without fear,
tackling the fourth industrial revolution with enthusiasm and optimism. An optimism that
stems from confidence in ourselves, our values, our abilities and our energies. Because they
are values, abilities and energies that exist in the communities we inhabit, of which we are
part, and for which we feel responsible. Every day with a little more awareness.

Every day with a little more desire to keep
growing and building the best of all possible
worlds together.

Giuseppe Recchi
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SUSTAINABLE DEVELOPMENT GOALS AND
THE MATERIAL ISSUES OF TIM

On 25 September 2015, in New York, the government leaders of the 193 UN Member States
approved the “Transforming our world: the 2030 Agenda for Sustainable Development”
resolution, a policy document that identifies 17 global objectives (Sustainable Development
Goals), broken down into 169 detailed targets to be achieved by 2030.

The Sustainable Development Goals (SDGs)
represent common objectives in key areas to ensure
the sustainable development of the planet, such
as ending hunger and poverty, the protection and
conservation of water resources, the production of
clean energy, raising awareness about responsible
and conscious consumption, promoting access to
healthcare and education, and reducing economic
and gender inequality.

“Commonobjectives” meansthatallthe countries and allindividuals are called onto contribute,
joining forces with a view to collaboration and partnership. Companies are therefore asked to
play an active role; with their resources and skills they can have a fundamental impact on the
achievement of the global objectives.

The 2030 Agenda for sustainable development recognizes that “the dissemination of
information and communication technologies and global interconnections have great
potential to speed up the progress, to overcome the ‘digital divide’ and to develop a knowledge
society.” This is what emerged from the “#SystemTransformation” study published in 2016 by
Global e-Sustainability Initiative (GeSl) in partnership with Accenture.

The analysis revealed that at global level all the countries have significant gaps in the
achievement of the SDGs and the progress obtained with the current business models will
not allow the world to achieve them in the 15 years envisaged. Urgent changes are required,
with exponential development rates and people-centred development.

This is why the ICT sector and digital solutions are critical: the rate of the dissemination and
penetration of digital solutions is up to 23 times faster than traditional approaches.

The research has in fact shown that digital solutions can have a measurable positive impact,
both directly and indirectly, in all three dimensions of the development covered by the SDGs,
among which there is strong correlation: improve people’s quality of life, promote equitable
growth and protect the environment.

v
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DEVELOPMENT DIMENSIONS AND SDGs
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The study has highlighted that the ICT sector is capable of contributing to the achievement of
all 17 SDGs and more than half of the 169 detailed targets, and that only in partnership with
institutions and other sectors of the economy can the potential detected be fully achieved.
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SOME DIGITAL SOLUTIONS USEFUL FOR THE ACHIEVEMENT OF SDGs

Participation and security
- e-Government

- Smart police

- real-time disaster warning

______________________________

" Work and Business
S < .
________________________________ - e-Banking
Food and Real Estate - e-Lommerce
- Smart Agriculture s - e-Work .
_ Srmart Buildi 8.5 billion - Smart Manufacturing
mart Buitdings people will live
with dignity
in2030 AN o

"""""""""""""" Mobility
Health and education - Connected private
- e-Health transportation
- e-Learning - Smart logistic

- Traffic control &
Optimization

Infrastructure and Environment
- Connectivity

- Smart Conservation

- Smart Energy

- Smart Water Management

TIM, aware of the ICT sector’s role in the achievement of the goals set for 2030, has
responded to the ‘call to action’ launched by the United Nations. In 2016, the Corporate
Shared Value department began an analysis of the contribution the Company can make
in the achievement of the sustainable development goals.

Following this analysis, the material issues for the Company and the stakeholders of
reference were redefined, based on the most important SDGs for TIM.
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As a result, the Group’s materiality matrix, in addition to highlighting TIM’s priority areas of
commitment, also reflects the SDGs to which the Company believes it can make the biggest
contribution.

Specifically, the important Goals for TIM are:

n.4: Education and quality

n.5: Gender equality

n.8: Decent work and economic growth

n.9: Industry, innovation and infrastructure
n.11: Sustainable cities and communities

n.12: Responsible consumption and production
n.16: Peace, Justice and strong Institutions

in addition to no. 3 “Good health” for positive impacts of e-health solutions and no. 13
“Combat climate change and its impacts”, for the inevitability and importance of the topic
at global level.

On the basis of this evidence, TIM has launched a series of initiatives concentrated on the
creation of shared value, focusing on three strategic areas of intervention identified as
priorities as part of its Corporate Shared Value model: Social Innovation, Environmental
Protection and the Digital Culture. Through these projects TIM creates shared value among
the Company and its stakeholders and makes a solid contribution to the achievement of the
reference SDGs.

In the infographic below, the 22 projects that create shared value can be attributed to SDGs

that are important for the Group. A description of the individual projects is given in the
corresponding chapters.
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TIM, together with external partners and research activities, such as
JOL WHITE, offers innovative e-health solutions (e.g. Nuvola IT Home
Doctor, Cassiel 2.0) designed to improve the Italian health service and the
effectiveness of healthcare.

TIM promotes various digital literacy and inclusion initiatives in schools
supporting innovation in education, an important lever for the social and
technological development of the country. The two-year project “Using ICT
in schools, with TIM” in collaboration with the Ministry of Education (MIUR)
involves teachers from schools of all types and levels in 18 Italian regions.

TIM believes that economic and social sustainability is based on actions
that promote gender inclusiveness and as such it has set up 20 company
daycare centres and 1 nursery school for a social value of over 1.3 million
euros; #TIMgirlsHackathon to help bridge the gender gap under the scope of
scientific culture, for a social value of 260,000 euros.

TIM contributes to producing approximately 1% of the added value of Italian
GDP with an employment impact of around 106,000 direct and indirect jobs,
with a social value of 8,311 million euros. TIM supports economic growth
through TIM #WCAP Accelerator with more than 9,000 projects involved
in digital innovation and 294 start-ups supported, and through TIM Venture
with 2.4 million euros invested in the best start-ups which have produced
2.5 million euros in turnover and collected 7 million euros in risk capital.

Through the Digitisation of the Country, in 2016 TIM generated
approximately 4.1 billion euros in Business Value and almost 2.8 billion
euros of social value, with over 26,000 jobs provided thanks to the
construction and deployment of the UltraBB network. With the JOLs it
creates a profitable collaborative model of Open Innovation between
universities and industry generating almost 700,000 euros of Social Value.
TIM integrates the fixed and mobile BB and UBB connectivity offer with
innovative solutions for more sustainable, secure and efficient cities
and communities, ensuring business continuity in emergencies. With
smartworking TIM has involved 9,000 employees with a saving of 250,000
euros for social costs avoided, 7.5 million km not travelled (amounting to
1,000 Tons of emissions saved).

Through energy efficiency TIM reduces its environmental impacts and
proposes technological solutions to optimize consumption by private
entities, businesses and the PA. In 2016, 80 million euros of shared value
were measured for the environment.

GeSl studies demonstrate that ICT solutions can reduce global emissions
by 20% by 2030. With the Digital Life Programme, a set of solutions for
security, the environment and optimal energy management, TIM promotes
a low environmental impact Smart City model, enabling energy savings of
over 50%.

Through the Joint Audit Cooperation (JAC) initiative, of which TIM has
been a promoter partner since 2009, 69 audits were performed in 2016 in
the manufacturing sites of suppliers and sub-contractors in Asia, Central
and South America, North Africa and Eastern Europe to verify the level of
sustainability and respect for human rights.
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TIM CORPORATE SHARED VALUE MODEL

Companies are increasingly aware of the importance of Corporate Social Responsibility as
a strategic lever for their long-term success. In recent years, there has been a perceived
need to bring closer and integrate social responsibility with business activities, using it as an
opportunity to create value for society and the business itself.

At the same time, tools are needed to enable stakeholders, including shareholders, to perceive
the contribution that sustainability can make to the company’s operating results and to the
community in terms of social value and protection of natural resources.

In this context, best practice has in recent years highlighted a process of evolution towards
the concept of Corporate Shared Value. The culmination of this process is the integration
of the sustainability approach conventionally adopted by companies as part of their overall
corporate strategy, turning it into a vehicle for creating economic and social value.

TIM has been following this very path over the past few years, in order to guide the company’s
strategic decisions and measure its financial and non-financial performance and therefore
respond to the legitimate demands of its stakeholders.

BUSINESS SHARED SOCIAL
VALUE VALUE VALUE
projects that projects that projects that
create create shared Create
business value value social value

During the past year, in order to complete the move to Shared Value undertaken in 2014,
TIM’s CSV department considered the need to verify the maturity of its measurement system,
in order to allow the Group’s stakeholders to see beyond the numerical data and assess the
reliability of the information supplied.

THE GROUP CORPORATE SHARED VALUE MODEL

TIM defined a CSV model (TIM Corporate Shared Value Model) Based on an analysis of the

country’s main needs (Social Needs) and of the objectives set by the Digital Agenda, identified

areas of intervention that can respond to these needs, through technologies, skills and specific

projects. The areas identified are:

= Digitisation, connectivity and social innovation: in 2016 generated 13.912 milion euro in
Business Value;

= Environmental protection: in 2016 generated 83 milion euro in Business Value;

= Digital culture: In 2016 generated 16 milion euro in Business Value.

In addition to the activities dedicated to employees (TIM’s people) generating 1 milion euro

in Corporate Shared Value in 2016 the Economic Shared Value generated in 2016 was 14.012

million euro.
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During 2016, in addition to increasing the range of indicators to measure and record the risks
and performance of the company, in order to allow more informed decisions to be taken, both
internally and externally, TIM decided to validate its CSV reporting and measurement system,
submitting the TIM Shared Value Model to validation by PricewaterhouseCooper Advisory
S.p.A. (PwC), the Group’s auditor. In order to allow PwC to carry out its assessments of the
CSV measurement model, a document was drawn up that describes the process, method and
quantitative logic underlying the measurement of CSV.

With this reference, PwC was able to perform its assessment of the 3 areas that make up the

CSV template defined above, which are examined according to six key dimensions:

= certainty of measurement (the extent to which the CSV calculation model includes
quantitative elements that depend on estimates, benchmarks, statistical data that may
influence the result of the measurement);

= reporting framework (the extent to which the indicators used in the CSV model are
attributable to known reporting frameworks other than the specific methodology
developed internally for the assessment of results);

= integrity of the information (the extent to which the data and information used for the
calculation of the CSV are obtained using stable processes and systems equipped with
control tools);

= consistency (the extent to which the CSV calculation model of multi-annual projects and
projects of the same nature is applied consistently over the years and between them and
the extent to which any changes are subject to disclosure in the restatement of results.
The extent to which the CSV calculation model is applied to a consistent Group scope over
time);

= consistency of performance indicators (the extent to which the CSV model emphasises
elements that are consistent with those used by management for managing and directing
the business);

= external validation (the extent to which the CSV model draws on data and information
which are subject to external verification of other management areas).

This innovative method allows assessments resulting from audits conducted on the various
dimensions to be graded and the results to be presented in a qualitative manner for each
of them, providing useful information to recipients for them to understand the maturity of
the reporting model and its evolution, or improvement, over time. It also provides all the
information needed to ensure that the auditor can come to a conclusion regarding the CSV
measurement model developed by TIM.

The conclusions of the audit by PwC are given in the Report issued and attached to this report.

The forms used for the measured projects are shown below.
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DIGITISATION, CONNECTIVITY AND
SOCIAL INNOVATION

Project: DIGITISATION OF THE COUNTRY

Social Need: Innovative, secure ICT
Business Value: over 4,000 million euros

Social Value:
more than 2,700 million euros by way of contribution to the Italian GDP for 2016 come from
investments in the construction and deployment of the fixed and mobile ultrabroadband
network
over 26,477 jobs could be created thanks to the construction and deployment of the
ultrabroadband fixed and mobile network

Scenario

In line with the objectives established by the Digital Agenda in 2020, and the Governments
super-fast broadband Strategy, TIM’s investment plan is strongly oriented towards ensuring
access to fixed and mobile super-fast broadband to the greatest possible number of Italians,
reducing the gap that still separates them from more developed European countries, providing
ever faster connection speeds and making the most of technological evolution.
Duringtheyearthe TIM Wholesale Department became fully operational with an organizational
change that gave rise to the creation of the New Equivalence Model. The aim is to further
strengthen the equality of treatment guarantees among the commercial retail departments
of TIM and other operators, in a logic of efficiency, autonomy, quality and transparency in the
activities linked to the access infrastructure.

The strategy is based on an excellent network infrastructure, the creation of which will be
further accelerated over the Plan period. More specifically, around 5 billion in investments are
envisaged in Italy, dedicated to speeding up the development of ultrabroadband networks.
TIM’s investment plan does not only concern municipalities that have a secure economic
return but also the more disadvantaged regions.

By the end of 2019, TIM plans to have increased Italy’s coverage with new generation
networks to over 99% of the population with the LTE mobile network (4G), and 95% of the
population with optic fibre; in particular, by the end of the Plan, 50 major towns and cities
will have connection speeds of up to 1Gbit. TIM thus confirms its position as the undisputed
leader in infrastructure development and in the digitisation of the country, completing the
ultrabroadband coverage of Italy independently and quickly, thanks to a combination of new
fixed and wireless technologies which, with respect to the past, will permit greater efficiency
and the reduction of costs exploiting the reuse of its own infrastructure to the full.

The increased coverage will support ever greater penetration in terms of Ultrabroadband
Customers also thanks to the numerous strategic partnerships with the leading Media Players
on the domestic market (SKY, MEDIASET, NETFLIX) for the Pay-TV service.

As regards the fixed network, in addition to the expansion and acceleration of FTTx solutions,
TIM has planned for the widespread introduction of new access technologies which speed up
the connection for each client using FTTCab accesses, supporting offers of up to 300 Mbit/s
(through eVDSL technology)

In the mobile area, developments in the Three Carrier Aggregation solution are also
expected, with speeds of up to 300 Mbps, and for native voice on the LTE network, thanks to
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the implementation of “VoLTE” (Voice Over LTE). Work is being carried out on new solution
to enrich the current 4G “user Experience” which will improve the quality of the service to
manage the increased traffic and satisfy customer expectations “everywhere and anytime.”
There is also a plan to use small cells to cover areas of particular commercial interest, such as
hospitals, stadiums, tourist centres, stations, high-speed trains and tunnels.

The new 2017-2019 plan also boosts the structural transformation of the Network. The
innovative investments and those dedicated to decommissioning and network modernisation
will act on the network architectures and the operating models, making the network more
modern, more capable and more efficient in the operative management (significant savings
on energy, maintenance and delivery/assurance).

The expected increase in customer numbers will be supported by bundle offers (fixed/
mobile, voice/data/video) that will provide Internet access from a variety of devices (PC, TV,
Smartphone, Tablet) while promoting the replacement of old terminals with next generation
ones.

The new 2017-19 plan will therefore strengthen the process of improving the overall coverage
and quality of the TIM network.
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Project: EMPLOYMENT IMPACT

Social Need: economic well-being

Social Value:
= 8.311 million euros
= around 106,000 direct and indirect jobs

Scenario

The work market has entered what technicians in the sector do not hesitate to call the “fourth
industrial revolution,” that is a set of transformations which, thanks to robotics, artificial
intelligence, nanotechnologies, 3D printing, genetics and biotechnologies, are changing not
only the business model, but also the number of workers and how the work force is used.
Fewer people and more machines, machines capable of independently managing almost the
entire production chain, seems to be the path taken by the industrial world. The change in
working methods obviously brings with it the need for new skills.

There are at least three industrial sectors in which advanced manufacturing is turning out
to be a powerful lever in the relocation of jobs: the new industry of smart communication
platforms, IT technologies, robotics, biotechnologies, healthcare products, new materials,
nanotechnologies; “strategic” large manufacturing which is never outsourced: for example, the
defence technology or aerospace industries; innovative services, in each sector where there is
a demand for new products: from security to the environment, entertainment, marketing and
finance. These are the very sectors TIM works in, and today, above all in the Italian context, it
represents the reference operator in the journey towards innovation and digitisation since it
launched that technological transformation process and internal organization processes. This
transformation not only influences the Company but all the satellite activities that refer to it.

Counting both its own employees and its suppliers’ collaborators, the Group employs more
than 100,000 people in Italy.

Xl
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Project: TIM VENTURES

Social Need: economic well-being - Digital Innovation

Business Value:

= 14 start-ups in the portfolio

= Amongst the top 40 most active investors in Corporate Venture Capital worldwide in 2015

= 7th place in the 25 European companies, the only Italian one, that best “dialogue” with
start-ups

Social Value:

= 2.4 million euros invested

= +€2.5 mlin the value of production of TIM Ventures subsidiaries

= +€7 mln the total risk capital collected by TIM Ventures subsidiaries
= 87 employees of TIM Ventures subsidiaries

Scenario

TIM Ventures, the corporate venture capital of TIM, is one of the instruments through which
TIM carries out open innovation, a distinctive factor of digital innovation.

The business and its rules of play change at an incredible pace. The products and services
require continuous research. Talent and competences are fluid.

Therefore, innovation is increasingly a critical factor of success for a business. And in a
dynamic, digital context like that in which TIM operates, innovation must be applied using
not only internal resources, laboratories and its own in-house R&D departments, but also by
seeking assistance from the outside world, taking an “open innovation” approach, to use the
expression coined in 2003 by the US economist Henry Chesbrough, who directs the Garwood
Center for Corporate Innovation of the Berkeley University of California and who has written
several books on the matter.

The TIM innovation also involves entrepreneurial open innovation. Investment in digital start-
ups in synergy with the TIM business strategy aims to spark and promote a mutually profitable
virtuous circle, in which, on the one hand, TIM seeks to make the most of the best innovations
of product and service, optimising the time-to-market of the innovation and, on the other,
the start-up finds TIM as a subject able to support its development and act as partner and
industrial point of reference.

TIM Ventures is the corporate venture capital of TIM, which selects and supports, by investing
directly in the risk capital of the best digital start-ups operating in line with the Group’s
business strategy. TIM Ventures is currently specialised in investing in the early stages of the
start-ups’ activity and development, making minority or “seed” investments and “early stage
investments”.

TIM Ventures is part of an extensive network, represented by TIM#Wcap - the TIM business
driver - and some of the most important players in the Italian and European VC industry.

“TIM Ventures plays an important role in supporting the best start-ups, in terms of business
and social responsibility, helping innovative and making a considerable contribution towards
the country’s economic competitiveness and social development”. - TIM With TIM Ventures,
was the first in Italy to launch its 2014 corporate venture capital programme, helping boost
the ecosystem of Italian and European innovation.
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Project: TIM WCAP ACCELERATOR

Social Value:

= 6.6 million euros assegnati alle startup

= More than 4,000 sm dedicated to innovation with the accelerators of Milan, Bologna,
Rome and Catania.
More than 9,000 projects collected.

= 294 start-ups supported.
12 start-ups boosted by TIM #Wcap were invested in by TIM Ventures.

Scenario

The market and economic models change very quickly. This is the premise of Open Innovation,
an expression first coined in 2003 by the US economist Henry Chesbrough, who directs the
Center of the Open Innovation of the Haas School of Business and who has written several
books on the matter.

The paradigm prepared by the American scholar envisages that businesses innovate using
not only internal resources, laboratories, their R&D departments, but also seeking external
assistance. His vision has been widely accepted across the globe and in our country too,
major companies, as well as small and medium enterprises, instead of concentrating all their
innovative efforts internally, also look to what is considered and takes place outside their
office.

TIM was one of the first Italian companies to adopt this new approach through a series of
initiatives, including Working Capital, today TIM #Wcap Accelerator.

TIM #Wcap is indeed the business accelerator of the TIM Group that each year selects, boosts
and finances digital start-ups.

The project started out in 2009 with the aim of encouraging the country’s digital development
by financing innovative ideas. Over time, it has become structured and one of the most
important programmes in the field of Italian digital innovation. In 2013, four accelerators were
opened to welcome start-ups selected from time to time by means of a call for ideas.

The mission has progressively evolved towards identifying start-ups in line with the Group’s
industrial strategy to integrate the solutions they develop into the company value chain, with
consequent benefits both for TIM and the young businesses that, in becoming TIM suppliers,
are given the opportunity to grow and consolidate.

Today, there are more than 50 collaboration activities between startups and the company.

XV
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Project: SINGLE EUROPEAN NUMBER 112

Social Need: economic well-being - Innovative and secure IT infrastructure
Business Value: 7.8 million euros

Social Value: €24.34 billion social cost of potential road accidents avoided per year?

Scenario

The single emergency number 112 introduced by European Directive 2002/22/EC of 07 March
2002 is the number to contact the emergency services in the European Union. By keying in 112,
free of charge from a fixed or mobile network, the citizen is put in contact with an operative
centre that can direct the request to the relevant emergency service. The service is operative
in all 28 Member States, even if in some countries, the service does not yet cover the whole
of national territory.

In our country, in fact, testing of the single number started in Varese in 2010, before thereafter
being extended, in 2015, to the whole of Lombardy, with a user basin of almost 10 million
residents.

In 2016, to mark the Jubilee year, the NUE 112 was activated in Rome and province, with a user
basin of more than 4 million residents.

The national cover plan envisages the service being activated within the first six months of
2017 in the regions of Piedmont and Val d’Aosta, Liguria, Friuli Venezia Giulia, Trentino Alto
Adige and East Sicily.

To improve the management of the emergency services (112, 113, 115 and 118), in particular
providing the Single Response Centre with both the identify of the caller and the Network
Operator from which the call was made, so as to guarantee the geolocalisation of the caller.

TIM collaborates first and foremost with the Ministry of the Interior, the Police, the Carabinieri,

the Fire Brigade, the Regions and the Local Health Authorities, to:

= Creazione di specifici Call Center NUE112 su cui vengono dirette le chiamate 112-113-115-
118 del distretto di competenza;

= Nelle sale operative NUE112, si effettuano le operazioni di Call Taking, Geolocalizzazione
del Chiamante, Filtraggio Chiamate Improprie, Compilazione Scheda Contatto e inoltro in
fonia e dati della chiamata alla Centrale Operativa di Il Livello piu’ competente (PSAP2,
Public Safety Answering Point di livello 2), per natura dell’emergenza e collocazione
geografica dell’evento.

| principali Benefici Attesi possono essere ricondotti a:

= Create specific NUE 112 call centres to which calls to 112-113-115-118 of the competent
district, are directed;
In the NUE112 operating rooms, calls are taken and geolocalised, improper calls are
filtered, contact sheets filled in and operations carried out in telephony and data of the

Lsource: Ministry of Infrastructure and Transport, value for 2013)
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call to the most competent level Il operating centre (PSAP2, Public Safety Answering Point
level 2), according to the nature of the emergency and geographic location of the event.

The main expected benefits are:

= filtering of improper calls (jokes, hang-ups, mistakes, etc.) and therefore a smaller burden
of work on the specialised PSAP2 operators who are therefore able to focus on specific
emergency management;

= better coordination between the forces of public order, because the SW of NUE112 is
configured with a Coordinated Territorial Control Plan (PCCT) defined by the Prefect on each
territory, which allows the public security emergency to be sent to the most competent
response point (Carabinieri Provincial Command/Carabinieri Company Command/State
Police Station/State Police Commission) in the place and at the time (PCCT are often time-
sensitive);
an important contribution to the objective of the PNSS 2020 (National Road Safety Plan)
to achieve the general objective of halving the number of deaths on the roads in 2020.

XVl
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Project: 2016 PATENT

Social Need: research and innovation for companies
Business Value: more than 5,000,000 euros

Social Value:

= approximately 140,000 euros

= 2nd telecommunications company in Europe and 6th in the world for the number of
patents developed in the mobile area.

Scenario

The history of human progress is a succession of discoveries and inventions, the genius
of some put to the use of all. From an individual company’s point of view, patents are a
commercial tool with which to protect investments made in research and innovation and
obtain additional financial resources by managing the rights of use, after the patent has been
granted. In practice, a patent results in the effective enrichment of a company, in addition to
strengthening its market position.

However patents are also an important asset for the country as a whole. This is essentially
for two reasons:

= patenting promotes a wider dissemination of knowledge through publication;

= patenting helps companies monetise their innovations and grow.

Technical standardisation in the ICT sector is a clear synthesis of the two outcomes just
described.

The patents project is an ongoing activity for TIM and is splitinto numerous processes involving
various company departments, often availing of external partnerships with the best Italian
universities (206 patents deriving from partnerships with universities and research institutes
have been filed/granted), thereby stimulating the production of patents at a national level.

By the end of 2016, the Group’s portfolio of patents had grown to include 26 new patents filed
and dozens of other proposals undergoing assessment, strengthening a trend that has been
growing over the past 3 years. The patenting areas relate to the whole ICT sector, with areas
of excellence in the mobile sector.

Since 2014, a new process has been launched to enhance the patents portfolio in Standards,
in the knowledge that patenting and standardisation activities can interact in synergy,
generating value for the community, by increasing the wealth of knowledge, and for the
companies that hold the patents. Thanks to this process, 14 patents have so far become
essential components of standard technologies.

When innovating TIM uses various instruments synergically to transform innovative ideas into
reality. This is the case for example of Tim Working Capital TIM #WCAP of the Joint Open Lab
(JovL).

One of the successes deriving from the convergence of JOL, Patents, Start ups and Spinoffs
is “Spin-up” the new synergistic model for cooperation between industry and the world of
academia, thanks to an agreement between TIM and the start-up MovePlus, a spin-off of
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Turin Polytechnic. The agreement provides for granting MovePlus a licence to use the patent
developed and filed in 2014 by the Turin based TIM Jol Swarm, in partnership with the people
at Moveplus,in exchange for a stake in the company.
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Project: WithYouWeDo

Social Need: economic well-being

Business Value:
= Approximately 260 press reports
= Approximately 500,000 page views

Social Value: 2,150,000 euros (total funds raised: 850,000 euros + 1,300,000 euros)

Scenario

WithYouWeDo (http://withyouwedo.telecomitalia.com/) is TIM’s crowdfunding platform
which provides an innovative, easy and efficient digital tool for raising funds promoted by
individuals, businesses, and institutions in the profit and non-profit world who want to develop
a digital project in the social innovation, digital culture and environmental protection areas.
It offers some tangible advantages with respect to other crowdfunding platforms already
present on the market, including no costs to use the platform and the extreme convenience of
the transaction commissions applied by the payment systems. To participate, you simply need
to register on the portal and upload your project. The WithYouWeDo team, which consists
of Company experts and crowdfunding platform specialists, checks and selects the ones
considered most suitable for each of the proposed areas (Social Innovation, Environment,
Digital Culture). The selected projects are then published online for a variable length of time
during which the funding offered by interested donors can be raised.The Company provides
strong communication support and visibility for the initiatives also through the engagement
of the various relevant communities and special dedicated initiatives.

In order to make donations, all you need to do is register on the platform supplying your email
address and a password, or using your Facebook, Google or Linkedin account. Donations can
be made of between 2 euros and 5,000 euros maximum.

In 2016, WithYouWeDo also helped to create unaiutosubito.org, the crowdfunding platform
for raising funds for victims of the earthquake that struck Central Italy several times, starting
on 24 August. Conceived in collaboration with Corriere della Sera, TgLa7 and Starteed, the
unaiutosubito.org platform has also made it possible to support earthquake victims with a
credit card in an easy, quick and secure way. The initiative has been highly successful, setting
the world record for raising funds for earthquake victims through crowdfunding, and during
the year it made it possible to deliver a new school to the population of Arquata del Tronto
and to start work on the construction of a school and town cafeteria and a food village in
Amatrice. Additional projects will be carried out in 2017.
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Project: JOINT OPEN LAB (JOL)

Social Need: Digitisation, connectivity and social innovation

Social Value: 575,000 euros

Involved:

= 5 Italian universities of excellence; 8 applied research and innovation laboratories; 100
young people made up of thesis writers, research fellows and PhD students

= Over 1.5 million euros of funding for TIM from European and national projects

= Around 200,000 euros of funding by TIM for the university ecosystem

Scenario

Therole ofinnovationis ever more crucial for the growth, performance and sustainable renewal
of companies, in terms of the transfer of advanced technologies to the market, systematic
product and service improvement, radical changes to business and the rules of the game.
The distinctive factors of competitiveness, particularly in periods of financial and industrial
crisis, are increasingly tied to how able a company is to innovate and invest in innovation. In
this new context, the Joint Open Labs play a key role. With the “company on campus” model,
they encourage a natural osmosis between the academic and industrial worlds, in which the
co-design and co-development of innovative solutions are not just the result of a process but
its fundamental reason for existing.

In 2013, the year the JOLs were created, TIM launched the innovative model of cooperation,
promoting the development of different JOLs distributed throughout national territory and
localised within Italian universities.

In this context, universities play an outreach role, promoting the direct application,
enhancement and use of knowledge to contribute to the social, cultural and economic
development of society.

With the JOLs, TIM has anticipated the Open Innovation paradigm, in which new ideas can
come from multiple sources, not always from within conventional organisational structures.
Direct and ongoing contamination with an expanded ecosystem of actors encourages the
openness of the value creation process, which becomes an essential vehicle for developing
entrepreneurship, and in turn generates opportunities for the Company.

The multidisciplinary nature of the partnerships has also promoted an exchange of knowledge
and approaches that create new business opportunities. Thanks to the results obtained, and
the participation and involvement in the ecosystem created, the JOL project was renewed for
2017 too. Each JOL conducts research and develops projects on specific themes.

Turin JOL: distributed intelligence and Internet of Things, namely how objects, people, data
and places interact with each other through new technologies, Visual Intelligence, how
robots exploit network functionality to interact with humans, Augmented Reality and the
development of mobile applications.

Milan JOL: Smart Space, namely the new way of interacting with the spaces around us
Trento JOL: Big Data, namely how use, in innovative services, the massive amount of digital
data generated each day.

Pisa JOL: Health and Welbeing going on to study innovative ideas which, through the latest
technologies, improve health and wellbeing and raise the quality of life.

Catania JOL: new smart devices and their interaction with the loT and their direct application
in the region.
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Project: MOBILE BROADBAND

Social Need: Innovative and secure IT infrastructure

Social Value*

= Almost 6 billion euros of direct impact on the GDP (0.4% of the Brazilian GDP)
= around 10,000 (direct) jobs generated

*This data is an initial estimate only and may change upon further examination.

Business Value: more than 1.5 billion euros in mobile broadband revenue

Scenario

TIM Brasil offers its customers solutions that allow processes to be made more efficient,
technological innovation to be improved and competitiveness to be boosted, while increasing
the number of jobs available.
TIM Brasil therefore has a positive influence on the development of Brazilian society. All these
factors have a positive impact on well-being and the growth of Gross Domestic Product (GDP).
An authoritative study entitled “The Mobile Economy - Latin America 2014”, conducted by the
GSM Association, revealed that throughout South America the incidence of the mobile phone
industry on the trend in overall GDP is significant and growing; more specifically:
= in 2013, the mobile sector accounted for 4.1% of overall GDP;
= by 2020, the percentage will increase to 4.5%;
the 2013 figure includes a direct impact (1.35%) and an indirect impact (2.75%); in other
words the indirect impact is twice the direct one;
the impact on the resulting society is considerable. In particular, the mobile sector employs
around 2.2 million people, including around 1 million direct jobs and around 1.2 million
indirect ones (ratio 1:1.27).

TIM Brasil in particular contributes to producing around 0.4% of Brazilian GDP, if only the
direct impact is considered, but if this is added to the indirect impact, its total contribution
is 1.1%. The Company’s activities generate direct employment for almost 10,000 people in
Brazil, while the indirect impact in terms of jobs generated is estimated to more than 12,500
(higher than average for South America).
In 2016, the efforts made by TIM Brasil focused on:
= expansion: increasing the capacity of existing aerials, installing new aerials and expanding
the fibre optic network;
increment both in customers and 4G traffic;
excellent cost control with savings goals flanked by focussed investments in technology;
= increment both in customers and the traffic they generate, particularly in 4G technology.

Inthe past 5 years alone, TIM has invested more than 23 billion reais in Brazil, focusing primarily
on building new generation infrastructure and actively contributing to the modernisation of
the country.

In recent years, TIM has strengthened its infrastructure further, in order to support the growth
in data, focusing in particular on 4G technology, which offers better quality of service. These
important investments have allowed TIM to strengthen its leadership in 4G, in terms of the
percentage of people reached and the number of towns and cities covered. As of the end of
2016, TIM covers 95% of the Brazilian urban population, with a presence in over 3,460 towns
and cities. In particular, 89% of the urban population is covered by 3G technology and 74% by
4G.
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Project: ENERGY EFFICIENCY

Social Need: Protection of the environment and landscape; Research and innovation for
companies

Business Value: more than 60 million euros

Social Value: more than 18 million euros

Scenario

The concept of efficiency pertains to the relationship between the inputs of a production
process and the outputs sought by that process. Energy efficiency in the ICT context has
economic and environmental relevance in terms of managing the energy required. The energy
requirement and consequent consumption of the Domestic BU stands at around 2.2 TWh per
year and TIM is the second biggest electricity consumer nationally.

The topic of energy efficiency takes centre stage as regards the environmental sustainability
of our company and the related project is capable of generating economic value for the Group
(Business Value) and social value for the community (Social Value) expressed in terms of
environmental protection and the capacity to innovate.

Protecting the environment, improving energy efficiency and offering services that reduce
emissions of greenhouse gases and other pollutants are the main intervention policies adopted
by the TIM to promote sustainable development in its areas of influence. Specific actions
are therefore taken, aimed at reducing its environmental impacts and offering technological
solutions aimed at individuals, businesses and public administration for the creation of a
more inclusive and viable digital society. These are the fundamental principles that inspired
all the Group companies: optimising the use of energy sources and natural resources;
seeking to improve energy/environmental performance, minimising negative impacts and
maximising positive ones; adopting purchasing policies with suppliers that are sensitive to
environmental themes; dissemination of the correct approach to environmental issues. TIM is
equipped with an Environmental Management System (EMS) certified according to standard
ISO 14001. In some situations the EMS is integrated with the Quality Management System
based on ISO 9001 standard as well as with the Security Management System based on
OHSAS 18001 standard. For some sites certification of the Energy Management System based
on standard ISO 50001 was obtained, which establishes the requirements of organisation
and management models aimed at the continuous improvement of energy efficiency, and
promotes the best energy management practices, supporting projects and initiatives to
reduce greenhouse gas emissions. The Group measures its own energy efficiency by using an
indicator that establishes a relationship between the service offered to the customer in terms
of bits transmitted and the company’s impact on the environment represented by joules of
energy consumed. The factors taken into consideration are the amounts of data and voice
traffic of the fixed and mobile networks and energy consumption for industrial purposes,
domestic purposes and vehicles.

Energy Efficiency Certificates (EEC) were also awarded in 2016, for a total of 10 approved
projects, corresponding to an estimated financial value, over 5 years, of around 4 million
euros. The certificates, also known as white certificates, certify the achievement of energy
savings in the final use of energy through measures to increase virtuous energy efficiency as
the performance is better than the national average. Total revenues from EECs sold in 2016
came to approximately 19 million euros.

XXH



TIM

XXIV

SUSTAINABILITY REPORT 2016
ENVIRONMENTAL PROTECTION Q

Project: DIGITAL HEALTHCARE

Social need: Protection of the environment and landscape; Research and innovation for
companies

Business Value: 264,000 euros

Social Value:

Documents processed with TIM digital solutions: 2.2 million euros
= 320,000 diagnostic images

= 1,000,000 medical reports

= 1,000,000 documents

10 tonnes of CO, emissions avoided for a value of 2,233,000 euros

Scenario

The computerisation process within the Italian Medical-Healthcare context has undergone
huge acceleration in recent years. Hospitals, Private Clinics and Radiology Centres adopt
digital diagnostic systems, but this quite often happens in a way that is not in keeping with
current legislation.

The great advantages offered by computerized architecture with respect to the simple paper
management of workflows have a counter side, namely everything to do with ensuring the
integrity and authentication of digital documents. While in a situation where paper is king,
the signing of a document and its conservation in a simple paper archive were a guarantee
of integrity and authentication, in a fully digitised environment the need arises to identify
appropriate methods and structures.

This scenario covers the legal archiving service for health-related documents, designed with
outsourcing logic, which enables remote management of the historical archive in accordance
with the provisions set for diagnostic tests (images, reports, personal data, etc.) relieving the
organization of complex and costly operations.

The state-of-the-art in IT Radiology in Italy reveals a variety of situations in which
technologically innovative environments alternate with those in which technological
innovation is but a mere mirage. The distribution of these scenarios is not easy to classify and
it envisages great excellence above all in big cities.

The reference market for the dematerialisation of diagnostic tests and reports on the Italian
market can be valued at around 50 million diagnostic tests and just as many reports, generated
by over 1,500 public and private inpatient facilities (845 public inpatient and care facilities; 706
private facilities; 124 public outpatient clinics).

With Nuvola IT Image Archiving - Plus TIM has set itself the objective of providing public and
private healthcare facilities with a service capable of meeting the requirements deriving from
provisions on the conservation of healthcare documentation. And represents the answer to
the need for dematerialisation and conservation in accordance with diagnostic tests (digital
DICOM Tests) and documents in the healthcare context (reports, certificates...) to make them
available over time, ensuring their authenticity and integrity.
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The service is provided in accordance with the SaaS (Software as a Service) model in the
Cloud, based on techniques and methods that ensure compliance with market standards in
the healthcare context (DICOM, HI7, IHE).

Access to the documents by healthcare operators occurs through authentication and profiling,
through a simple and intuitive graphic interface.

The Digital Conservation service (Compliant Conservation) for healthcare documentation will
form part of the “Saas” services for PAs, which make up Lot 1 of the PCS Cloud Framework
Contract.

Significant and tangible economic/organizational advantages:

Cost reduction and

Legal fee concessions

Complete technological management

Logical and physical security

Establishment of a historical/legal archive as required by current legislation
“Externalization” of compliant conservation procedures

Guaranteed availability and accessibility of the content of documents for document
viewing and administrative transparency purposes

Creation of workflows to support the internal organizational processes of Entities
Scalability of investments

XXV
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Project: BIOSITE BRAZIL

Social Need: Protection of the environment and landscape; Research and innovation for
companies

Business Value: Reduction in costs in the amount of Reais 18,250,000 (calculated across the
100 Biosites installed to date)

Social Value:

= Less environmental impact: a Biosite supports more technologies (data transmission,
electricity and video cameras)

» Impact on the community: improvement in safety thanks to the installation of video
cameras

Scenario

The rapid increase in the Brazilian population has led to a growing search for spaces to install
telecommunication equipment, which has resulted in clusters of aerials springing up on roofs,
the fagcades of buildings and metal structures.

In order to regulate this situation, many cities have established rules which have made the
licensing process even more cumbersome. This has led to a slowdown in the expansion of the
network.

The Brazilian telecommunication association estimates that there are more than 250 different
municipal laws relating to aerial permits.

In order to circumvent these barriers, TIM Brasil has launched the Biosite, a metal pole that
supports all the equipment needed to install a Radio Base Station inside its own structure .

It is in effect a macro-site, developed and patented entirely by TIM Brasil, providing a triple
benefit:

= low TCO (Total Cost of Ownership)

= quick installation

= minimal visual impact

The Biosite is a multifunctional structure that improves the quality of data transmission and
can be used at the same time to provide public lighting and video surveillance.

Furthermore, it uses less energy and has a lower environmental impact because it uses 99%
less steel than a conventional base station and requires less physical space, avoiding the need
for external cabins or auxiliary structures.

The first Biosite was installed in June 2014 in Curitiba (Parand). Over 500 Biosites have so far
been installed across the country. The technology can be found in Rio de Janeiro, Brasilia and
a further 92 cities.
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Project: #TIMGIRLSHACKATHON

Social Need: Access to culture, education and training. Reduction of inequalities
Social Value: 260K euros

= 8events

= 500 girls involved

= 3.3 Mreaches on Twitter

= 37 Mimpressions on Twitter

= 3 Ktweets generated

= 100% positive sentiment on social networks
= 100% results achieved

Scenario

TIMgirlsHackathon is a wide-reaching project that can involve young women drawn to
the world of technology and who wish to see how they measure up in an area that often
tends to be reserved to their male counterparts. #TIMgirlshackathon comes as part of the
TIM digital innovation route and seeks to bring the female universe closer to coding, to help
bridge the gender gap under the scope of scientific culture and, more generally, STEM, not
to mention the fact that the unemployment rate of programmers and computer technicians
more generally, is today close to zero. A marathon lasting around 7 hours to introduce school
girls to coding. The challenge is to create a real App on a pre-established topic in one day
and without any expertise. A challenge that has been made possible thanks to TIM and the
tutors assisting the students on this adventure. A training day outside the classroom in a
stimulating and challenging environment where there is the opportunity to meet exceptional
Mentors, a tribute to female leadership that has been able to tear down prejudices and
cultural constraints.

The topic of #TIMgirlsHackathon is cyber bullying and the informed use of the web. The
challenge is therefore not only to learn to code but also to rise to the challenge and try to find
a solution to a widespread problem amongst the younger generation.

In 2016, eight events were held in the cities of Venice, Turin, Naples, Catania, Padua, Florence,
Cagliari and Bari, involving around 500 girls from secondary schools. In all events, all
participants were successfully able to complete development of an app prototype.

XXVII



TIM

SUSTAINABILITY REPORT 2016

XXVl

DIGITAL CULTURE @

Project: DIGITAL LEARNING WITH TIM

Social Need: Access to culture, education and permanent training - innovation and digital

transformation
Social Value: 80,000

= Approximately 500 teachers involved in Lazio
= 22 training sessions

Scenario

Continuing on with TIM’s commitment to the dissemination of the digital culture, school year
2016/2017 saw the start-up of the Digital Learning with TIM project pursued in collaboration
with the Ministry of Education, Universities and Research (MIUR).

The initiative offers teachers an overview of the new technological instruments that add value
and new opportunities to teaching. The project will last for two years - the 2016/2017 and
2017/2018 school years - and will involve around 7500 lItalian teachers from schools of all
types and levels.

Digital Learning with TIM has started in Lazio, where around 500 teachers in the provinces
of Rome, Viterbo, Frosinone, Latina and Rieti had already signed up to the initiative, and will
then be rolled out to the remaining Italian regions.

The training is delivered in two stages: the first in the classroom, where teachers will be
flanked by qualified tutors for three hours, and the second on-line, via the scuoladigitale.tim.
it portal, where teachers can find further teaching material, more information and exciting
ideas by which to continue the training process.
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Project: SMART WORKING

Social Value:

= 250,000 euros of social costs saved for the reduction of CO, emissions
= approximately 9,000 professionals involved

= 170,000 days of smartworking

= approximately 250,000 hours of home-office travel avoided

= more than 1,000 tonnes of CO, saved for 7,500,000 km not travelled

= 14 articles

= 24,600 views on TIM website

= 12 interviews/articles on national, local, on-line press and TV

Scenario

The transition to the new ways of working is driven by the digital transformation, which is
marked by a reduction in transaction costs and an increase in flexibility, because supply
and demand for digital work meet on “platforms” at prices that compete on the service
(and, therefore, outside the logic of salary negotiation). This trend will also involve more
“traditional” working methods, which will be increasingly focused on flexibility and individual
autonomy in exchange for greater responsibility accepted regarding results (which will
replace the mere fulfilment of tasks). Smart working offers precisely these characteristics
of flexibility, autonomy and accountability and this is probably why it is attracting growing
interest and heading outside the domain of corporate welfare instruments. In other words,
the introduction of smart working can be a factor that facilitates the digital transformation. In
this context, TIM is implementing smart working in ways set to include as many professional
figures as possible, because it intends to create the conditions that facilitate the transition
to the digital organisation so as to ensure that it takes place starting from its history and
characteristics and not neglecting them or, even worse, regardless of them. In actual fact, if
the transition to digital requires digital competences, people are the real hub of this change.

This is why in TIM, the approach taken towards the digital organisation envisages giving voice
and listening to the transformation of people working them, having the intranet evolve into
a real collaborative platform of work, facilitating, thanks to smart working, the identification
of new organisational paradigms and new management and welfare models, to be kept
constantly in line with strategies and operations.

Smart Working in TIM is, therefore, not so much a tactical choice designed to make the
most of savings on the cost of labour (which, albeit slowly, are becoming concrete aspects
of the Italian legal order), nor even merely a welfare choice in a bid to conciliate the life-work
balance; rather, it is also a lever by which to recover individual and process productivity. In
these terms, it is a “perpetual beta” change management route that increases productivity
whilst increasing welfare and accountability for results.

As regards the implementation phases, the choice was made to proceed first (September 2015)
with a survey on working methods (involving more than 30% of TIM people) and thereafter
(October and December 2015), two stress tests were carried out to measure the work-life
balance and productivity when working from home or from a company office that differs from
your own; finally, in March 2016, a pilot project was launched that allowed for working outside
the office, structured with work hours designed to improve the work-life balance.
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This approach enables the generation, collection and analysis of adaptive reactions of the
corporate organisation and therefore define a smart working policy that is not only functional
to welfare and productivity but above all supports the digital transformation of corporate
processes.

This clear aim of digital transformation, moreover, allows TIM to make its choices regarding
technological equipment in such a way as to innovate the machines and services used, in
accordance with criteria in accordance with criteria consistent with the transformation itself,
ruling out anything that does not satisfy this requirement. This approach that is so closely
focused on digital transformation also enables TIM to strike synergies with the supply of
smart working services offered to its customers.

XXX
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Social Need: Education and training. Inclusion
Business Value: 10,4 million euros
Social Value:

= 102,922 over 60 included

= +50% Customer base

= growth of user data from 45% to 79%

= doubling up of usage data from 198MB to 405MB
= digital training events in 8 TIM sales outlets

Scenario

In an ageing country, as is Italy, TIM has chosen to give seniors new options, encouraging and
supporting their integration into today’s highly technological society from which they had
been partly excluded; giving them a special tariff and a series of initiatives aimed at helping
them through this transition that is not necessarily obvious to them. This has helped them
feel closer to their loved ones, using new technological tools of which they have little or no
knowledge. It has allowed TIM to look after a target that is highly receptive and hungry for
knowledge.

TIM for the over-60s ...

= 24-hour assistance with a 119 operator

= 3 months of TIM Entertainment without consuming GB

= to make best use of the GB envisaged by the offer and bring the over 60s to approach
the world of internet and social networks, we have envisaged digital training events
specifically for the over 60s who have not yet become digitally literate. Training has been
delivered at 8 chosen sales outlets in central and south Italy.
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Project: TIM ACADEMY

Social Need: Education and Training
Social Value:

Training

= Courses digitisation 30% (+ 164% on 2015)
= 138,638 hours of digital and social training
= 34,442 participants - 202,458 participations

Social Network Indicator
= 201 conversations - 542 endorsement - 6,212 enabled users

Smart Corner

= 80 events - 2300 participants - 11 cities involved
= 30 on-line knowledge objects

= Community Pioneers

= 6 new capabilities proposed

Scenario

The TIM Academy today represents our Corporate University model (internal training school)
and works along several areas of activities: the definition of new contents for learning in
support of business strategy, the use of new formats and new digital technologies for learning
and the certification of competences and knowledge acquired.

TIM Academy also has a faculty of teachers and experts comprising both trainers of HR
Services and a great many colleagues who transfer their know-how internally through
meetings in person or social and digital solutions.

TIM Academy has a dedicated digital platform that comprises a library of on-line courses open
to everyone - many of which can also be accessed by mobile devices - videos on technological
and business scenarios, links to external contents and a social environment in which to start
discussions and exchange contents and documents with other colleagues.

TIM Academy is knowledge management; this means that it promotes a model that allows
for the use of the tacit and explicit knowledge of each individual in the company. It does so
through the involvement and collaboration of people and encouraging corporate collaboration
experiences, the creation of learning communities and team spaces, as well as the design of
initiatives to promote a collaboration- and sharing-focussed culture.

TIM Academy is also a partnership and research model, open and evolving constantly, which
involves universities and national and international training and research centres, peers and
competitors, suppliers and vendors, as well as start-ups and digital champions. In thus doing,
it fosters the contamination with different contexts and the development of co-innovation
paths.

TIM Academy represents a major step forward in the field of education and research, because
it optimises the creation, exchange and use of company know-how in all its forms, considering
it the real wealth of our company.

Its aim can be summarised in a few, essential words: taking part in knowledge.
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In TIM, the training activities are split into four macro-categories:

= management education

= development of role-based and specialized skills, and new capabilities
= development and empowerment

= institutional and corporate culture

For each category, the learning methods are increasingly characterised by models that are

coherent with our lifestyle and the existing new formats:

= All Digital: Web Based Training, Short Videos, Webinars, Virtual learning

= Social: interaction between participants, co-production of contents autonomously but at
the same time shared by all participants (active role)

= Blended: mixed solutions (digital + attended training)

= Gamification: methods and techniques adjusted from typical gaming scenarios
(competition, timing, score, levels).

More than 150 courses are available on TIM Academy, open to everyone, giving people the
chance to create their very own training path. Instead, on the personal page, employees can
access their learning plan directly, which contains the training activities dedicated to their
corporate role or development path.

We have also worked on a greater use of social tools and platforms, as well as the creation
and strengthening of open professional communities, which can strengthen learning paths
through the sharing of personal skills and experiences by their participants and teachers.
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Project: TIM PROTECT

Social Need: Education and training. Safety.
Business Value: 0,8 million euros

Social Value: 181.821 people made aware on the topic of internet safety

Scenario

The internet offers a great deal of interesting contents for our children and their education,

but it also sometimes entails some risk, particularly for those not yet able to automatically

recognise the danger signs.

Our children watch videos on-line, chat to friends and make purchases. But the more they

use devices, the more exposed they are to fraud attempts, the abuse of personal data, cyber

bullying and identity theft:

= between 9 and 17 years old, mobile telephones are the main device used to access the
internet.

= 8 out of 10 on line with smartphones between 9 and 17 years old

= between 9-10 years old, access to the internet is via the smartphone

= children aged 9 years old already on social networks

= onein five of those aged 9-10 years old and one in four of those aged

= 11-12 pretends to be older when signing-up with Facebook

= of the very young, 10% are victims of bullying on the internet or via APPs

= 9in 100 have been victims of cyber bullying

The TIM Protect service offers a safe, secure and automatic way by which to respond promptly
to the threats of the web without renouncing the potential of browsing the internet. The 4
protection areas of TIM Protect:

Anti-theft and device localisation: protects your smartphone and tablet in the event of theft
or loss, allowing you to localise and easily block your device and, if you so wish, even delete
the data.

Parental Control: protects your children from undesired websites and allows you to control
their on-line life.

Banking protection and safe browsing: guarantees the protection of your on-line banking
transactions and automatically verifies the reliability of a website before accessing it.

Antivirus: guarantees complete, real-time protection for all your devices. Offers the most
cutting-edge protection from viruses, spyware, hacker attacks and identity theft, at the same
time blocking dangerous websites and on-line attacks whilst exploring the web.
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Project: PARTNERSHIPS WITH SCHOOLS AND THE ACADEMIC WORLD

Social Need: research and innovation for companies

Social value: 3,3 million euros

Scenario

In the current “knowledge society”, knowledge has taken on a key role, both in economic
and social and political terms: research and innovation are behind the development of this
emerging type of society. A key role is played by the universities and schools in supporting and
fostering the direct application, optimisation and use of knowledge generated by training,
through constant synergy with businesses and other local stakeholders.

In 2016, TIM defined a new development model of relations with the educational ecosystem
(the academic world, schools, business schools, institutional and social entities), thereby
further enabling the optimisation of talent for the transfer of innovation. The goal is to
strengthen and accelerate the Group’s ability to innovate while at the same time contributing
to the development of young people by offering them the opportunity to gain new skills and
experiences. Partnerships were therefore activated or consolidated aimed at generating value
in the short/medium-term, making know-how available to develop and train the younger
generation.

The “TIM-Network Scuola Impresa” project, sponsored by the Italian Ministry of Education,
was set up in 2009 to transfer key skills, scenarios and evolutionary trends in the sector
to students, promoting the image of the company across the country and enhancing the
Company’s skills by promoting its dissemination externally. From 2009 to 2016, 8 editions
of the TIM Network Scuola Impresa (School Business Network) project have been held and
the 9th edition is currently in progress for school year 2016/2017, involving 24 schools and 23
teachers of TIM, the “Maestri di Mestiere” (Masters of the Profession). Moreover, in 2016, with
a view to further strengthening contact with the world of school and helping enhance the
competences of secondary school students, we chose to adhere to an experimental project
of Alternanza Scuola Lavoro (school-work alternation) with Assolombarda in 4 Milan-based
secondary schools.
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Project: PROGRAMME THE FUTURE

Social Need: access to Culture, Education and Lifelong Learning - Innovation and digital
transformation

Business Value:

= 1.325.911 students envolved in the projext “Programma il Futuro
= more than 5.000 scools involved in the project

= 427 volunteers in TIM involved in the whole

= 5,873 “likes” on FB (Programme the Future page)

= 2,404 followers on Twitter (Programme the Future account)

= 72,774 impressions on Twitter for TIM4Coding (TIM account)

Social Value: 30,000 euros

Scenario

The way in which digital natives approach new technologies involves a change in learning
processes and educational paths.

New media are increasingly becoming an unavoidable dimension for young people from their
early years of life. However, ease of access, product and publication of content are not always
accompanied by cultural growth, a capacity to reflect and critical skills. Educating young
users, responsible and aware of new technologies, but also reinventing the way they study
thanks to the web, experimenting a new way of being at school that combines studying and
playing, it is essential for today’s children and teenagers.

In 2016 TIM signed up to Programme the Future, as the Founding Sponsor partner, for the
third scholastic year (2016/2017); the project is an initiative by MIUR (Ministry of Education,
Universities and Research) and CINI (National Inter-University Consortium for Information
Technology) aimed at disseminating a new digital culture in schools by introducing the basic
concepts of information technology and computational thought to give young people greater
opportunities to enter the innovative professions of the future. The initiative has involved over
one million students to date for a total of 10 million hours of training, with the participation
of around 6,000 schools.

To support the initiative TIM also brought its strengths into play through the TIM4Coding
project. In the last edition, namely scholastic year 2015/2016, over 400 employees voluntarily
led the students, mainly from primary schools, through their first hour of coding, while at
the start of this third scholastic year (2016/2017) TIM organized four events for young people
with the aim of testing the basic concepts of information technology. Around 200 students
from high schools participated at the TIM #Wcap business accelerators in the cities of Milan,
Bologna, Catania and Rome, where through the use of simple and fun tools they were involved
in a useful educational experience also to increase their opportunities to enter the innovative
professions of the future. The young people took part in coding lessons and were issued an
official certificate of participation in Programme the Future.
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Project: PAPPANOINWEB

Social Need: Education and training - Participation in cultural activities

Business Value:

= 5,77 milioni reach social
= 50 press reports

= 117.000 page views

= 11.665 video streaming

Social Value: 220,000 euros

Scenario

Officially founded in 1585 and transformed over the centuriesinto a modern and internationally
acclaimed symphonic and concert institution, the National Academy of Saint Cecilia in Rome
combines an academic body of 100 members, which includes the most illustrious exponents
of musical art and culture, with a symphony orchestra and choir among the most renowned
internationally, while preserving an immensely rich historical heritage, reflected in its
centuries-long history.

The PappanoinWeb project stems from the consolidated partnership between TIM and the
National Academy of Saint Cecilia, created to promote culture by making innovative use
of the Web, encouraging the dissemination of high quality content and the socialisation of
classic artistic experiences, involving audiences and innovative content distribution channels.
Since 2011, the TIM Group has been interacting with Internet audiences to share the cultural
values of the country, including classical music. All the concerts are streamed live and made
available on demand on the telecomitalia.com/pappanoinweb website. The project is aimed
both at young people, allowing them to approach and appreciate cultural themes like classical
music, and the not so young, who, attracted to the Internet by cultural content of interest to
them, gain familiarity with digital technologies, understanding their potential.

The 2016 edition of PappanoinWeb was structured into four appointments, with the direct
participation of the web public who, thanks to the dedicated live chat and above all the
innovative WebArena, a privileged place close to the orchestra, kitted out technologically by
TIM and reserved for a young public aged under 30, were able to attend concerts, for the first
time ever using mobile telephones and tablets during the events, with no limits to internet
connections, the sharing of photographs, selfies, video clips, emotions and real experiences.
Over its six-year programme, PappanoinWeb has been followed by 200,000 users connected
by streaming, generating considerable interaction on social media.

Since 2015, the on-line user experience has been further enhanced by new viewpoints thanks
to the potential of “360° panoramic” filming technologies offering close-ups of the orchestra
and conductor, thereby giving the web spectator the sensation of actually being present in
the room.
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Project: TIM COLLEGE

Social Need: Education and training - Participation in cultural activities and economic well-
being

Business Value: 754,385 euros (revenues from sales)
Social Value: 40,700 euros (in bonuses distributed for the purchase of school books)

Economic shared value: 795,085 euros

Scenario

The TIM College offer sets out TIM’s commitment to bring technology into Italian schools.
The offer is aimed at people under thirty, with a focus on target students aged 14-18, and is
intended to boost digital schools, providing a valid tool to help young people in their training
and studies. The pack consists of a tablet, digital content to study at home and a monthly
connectivity bundle. TIM was the first telephone operator to launch this type of offer, entirely
dedicated to students, on the Italian market in May 2014.

In addition to the tablet (the latest tablet model, a Samsung Galaxy TAB A 10.1, 2016 ed.),
the offer includes 4G connectivity with a data traffic bundle of 5 GB per month and a series
of educational contents in digital format for young people aged between 14 and 18, including
an English, French, Spanish or German De Agostini language course and a Redooc maths
course, both lasting for 30 months. The offer is completed by 21 classics of Italian literature, 3
manuals, a 50 euro voucher to buy digital school books at scuolabook.it.

In 2016 TIM expanded its digital school offer by complementing the student offer with an
exclusive dedicated to teachers, seizing the Teacher Card opportunity, a 500 euro bonus which
MIUR makes available to Italian teachers for their training and professional development. The
TIM College Pack - Teachers Special was launched in March 2016. The package on sale in TIM
shops consists of: a tablet chosen from some Android models available, digital content for
professional training (books, a sector journal and an online e-learning course which issues
training credits) and a connectivity data bundle free for 3 months.

In 2016, 944 packs in total were sold.

The Digital School offers proposed by TIM in recent years have contributed to the spread of
technology in the digital school area in an attempt to push for a new approach to study and
training using more modern methods.

The adoption of digital text books not only promotes digitisation in the schools, but has
also resulted in around 8,655 tonnes of paper being saved, with a resulting reduction in CO2
emissions from paper production, and a saving of approximately 261,000 tonnes of water.
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Project: START! LA VITA A PORTATA DI APP

Social Need: Innovation and digital transformation

Social Value: 369,000 euros

= 10 episodes

= average of 644K AMR per week

= 12.2 Mreaches on Twitter for the hashtag #Start16
= 6.9 Mimpressions on Facebook on the TIM fanpage
= 100% positive sentiment on the social networks

= +19% Brand Familiarity

= +28% Brand Trust

= +36% Intention to Buy

» 76% programme enjoyment

Scenario

A television programme that describes how digital and innovation can concretely help im-
prove people’s lives. It is a light factual entertainment programme, presented by Francesco
Mandelli and Federico Russo. During the 10 episodes, the presenters met with and inter-
viewed various start-ups, offering an original presentation of their services.

The first edition, which was broadcast on Rai Due late evening from March to June 2016

enjoyed great success amongst the public, with more than 600k television viewers per week
and an average share of 6.4%.
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Project: TIM TEC

Social Need: education and training
Business Value: improvement in reputation

Social Value: approximately 21 million reais, as follows:

= savings generated, thanks to the free courses, of around 19 million reais

= almost 1.7 million reais in investments made by Instituto TIM to support the project

= reduced environment impact: reduced CO2 emissions thanks to the fewer journeys made
by students

Scenario

One of the priorities of the Brazilian government is to increase the availability of professional
and technological education courses. In 2011, the government launched PRONATEC - National
Programme for Access to Technical Education and Employment - on which 6 million people
are currently enrolled. One of the initiatives of PRONATEC is the e-TecBrasil Network, which
provides free technical and distance learning courses.

The TIM Institute, which shares the same ideas as PRONATEC, has created TIM Tec, a distance
learning platform that uses the MOOC (Massive Open Online Courses) concept. These courses,
which are provided and made available for free on the platform, are intended for students
attending high schools and technical colleges.

Anyone can enrol on the courses, which teach programming languages and how to create
databases, websites, games and many other things. There are also courses for primary school
teachers and others intended to improve the skills considered to be basic for the training of
any professional, such as how to write well.

The technology and content of the TIM Tec platform are share with the Federal Institutes of
Education, Science and Technology, with the support of the Department of Vocational and
Technological Education of the Ministry of Education (SETEC/MEC).

The source code of the system developed for the platform can be downloaded on GitHub, thus
allowing teaching establishments to use it free of charge and adapt it to their requirements.
The TIM Institute supports the Federal Institutes in the process of installing and using the
platform.

The first pilot course was organised for students from the Cultural Training Centre of the City
of Tiradentes in Sdo Paulo and the Sul-Rio-Grandense Federal Institute (Ifsul).

With TIM Tec, the TIM Institute has confirmed its commitment to vocational and technological
education in the country thanks to an investment of around 10 million reais in the 2013/-2016
period for the implementation of this project.
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Project: NURSERIES AND PRESCHOOLS

Social Need: economic well-being, quality of work

Business Value:
significant reduction in absences of working mothers with children between 0-3 years in
offices with nurseries, with a consequent reduction in the costs of absenteeism
reduction in the full use of parental leave or recourse to part-time work by parents who
have benefited from the service

Social Value: over 1,3 million euros

Results: 489 available places in 20 nurseries

Scenario

The MioNido nurseries for children of colleagues (or living as part of their families), aged
between 3 months and 3 years, are internal facilities within the company, charging the same
fees as local nurseries, with hours to suit the various requirements, aimed at improving work-
life balance and quality of life in the Company.

9 company nurseries are currently operating in offices in Turin, Milan, Florence, Ancona, Rome
(2), Naples, Catanzaro, Palermo, with an additional 11 private nurseries operating by special
agreement in Turin, Padua (2), Trento, Bologna and Rome (5), Caltanissetta. These facilities
offer different time bands for children, in order to meet the needs of the staff, particularly
those doing shift work. The location of the nursery is chosen based on assessments of the
type of people employed by the company (average age of employees, number of children
between 0 and 3 years, presence of female workers) and the workplace location (logistical
difficulties, presence of a call centre, etc.).

The 9 company nurseries and 11 private nurseries offer any places not filled by colleagues to
external companies (Poste Italiane, Banca Intesa, Assicurazioni Generali, etc.) which, in turn,
provide TIM with places in their nurseries.

For the academic year 2016-2017, there are 20 nurseries and the company is the first in Italy
to be trying out a preschool service at its offices on Via Oriolo Romano, Rome, which already
has a nursery.

XLI
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Project: CITIZEN WITHOUT BORDERS

Social Need: quality of work
Business Value: improvement in relations with local authorities and brand reputation

Social Value: 36,000 reais

Scenario

Starting from the conviction that together we can build a better world, TIM Brasil encourages
its employees to participate in volunteering and solidarity initiatives, in order to do good by
helping others.

Thanks to the “Citizen without borders” (Cidaddo Sem Fronteiras) programme, employees of
TIM Brasil can personally choose the organisations to which they want to provide their service
or can take part in charitable activities promoted within the Company.

All employees can take a day off work per year to dedicate to volunteering for children, young
people, the elderly and whole families by supporting welfare organisations. This kind of work

contributes to achieving the annual volunteering objective of TIM Brasil.

In 2016, 140 employees of TIM Brasil joined in the “Citizen without Borders” programme.

XL
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TIM GROUP’S PROFILE

[G4-3] The TIM Group offers fixed and mobile communication services and ICT solutions:.
In Italy, the Group operates the biggest fixed voice and data infrastructure, covering the
whole territory and provides one of the country’s most extensive and advanced mobile
network platforms. [G4-6] In addition to its domestic leadership, the Group has a significant
international presence in South America, particularly in Brazil. [G4-17a] For the details of the
countries where TIM operates see Note 45 of the Group’s consolidated financial statements,
which also lists the Group companies, subdividing them by consolidation method. [G4-13],
[G4-22] No significant changes in operations and in the consolidation scope took place
during 2016.; For details of the changes that did take place, see Notes 1 and 3 of the Group
Consolidated Financial Statements.The main changes over the past three years include
the Sofora - Telecom Argentina Group being recorded among discontinued operations the
creation of INWIT S.p.A,, listed on the Milan stock exchange, which operates in the electronic
communication infrastructure sector, specifically in those dedicated to hosting radio
transmission equipment for mobile voice networks both of TIM and the other operators.

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

= “Domestic” operates primarily in the field of domestic fixed and mobile voice and data
services for end customers (retail) and other operators (nationalwholesale), as well as
in the domestic Information Technology products and services sector. In addition to
the management of the digital multiplexes through Perdisera S.p.A., the Business Unit
also includes the activities of INWIT S.p.A. and on an international note, the activities
related to the development of fibre optic networks (international wholesale) in Europe, the
Mediterranean and South America;

= “Brasile”(TIM Brasil Group) provides mobile telecommunications services. Furthermore,
as a result of the acquisition of a number of fixed line operators, it also offers fibre optic
data transmission and residential broadband services;

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

THE GROUP’S MAIN BRANDS

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

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

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

1[G4-3] For general information about the Group, see the consolidated financial statements of the TIM Group.

2 Perdisera S.p.A. stems from the joint venture stipulated between the network operators Telecom Italia Broadcasting
(TIMB) and Rete A, owned by Gruppo Editoriale LEspresso. The company owns five national digital multiplexes and is
the supplier of reference for the most important television editors operating in Italy
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The Olivetti brand markets information technology products and services for residential and
business customers.

Persidera offers terrestrial digital transmission capacity and high quality technological
solutions to leading TV networks operating in the domestic market.

Finally, INWIT is the Group’s tower company.

MAIN SHAREHOLDERS OF TELECOM ITALIA S.P.A.

[G4-7] Telecom ltalia is a joint-stock company organised under the laws of the Republic of
Italy 1, [G4-5] where the parent company has its registered office. [G4-7] As at 31 December
2016, the reference shareholder is Vivendi S.A., with 23.94% of the ordinary share capital,
[G4-13] The share ownership did not change significantly in 2016, after the 2015 entrance by
French shareholder, Vivendi.The Net Equity structure and the number of shares in circulation
are shown in Note 14 of the Group Consolidated Financial Statements. For further information
relating to reports made to Consob regarding significant shareholdings, see the Report on
Operations of the TIM Group.

The shareholding structure as of December 31, 2016 is shown below:.

9.77% 0.05%
Others Other
shareholders shareholders
Italy abroad
o
3.79% o
Legal entities abroad ‘
0.53% ~ 1.08%
Legal entities Italy : TIM
4.03%
Institutional
56.81% shareholders Italy
Institutional

shareholders abroad

[G4-13] An examination of the share capital structure in the period 2014-2016 shows that
in 2016, in addition to the increase in the shareholding owned by Vivendi S.A. (+2.6p.p.),
compared to 2015, there was a slight increase in the shareholdings owned by foreign and
Italian institutional investors: +2.3p.p. and 0.5p.p. respectively. The shares held by foreign
legal entities, during this period, increased slightly (from 3.0% in 2014 to 3.8% in 2016) while
the shares held by Italian legal persons decreased slightly, falling from 0.8% in 2014 to 0.5%
in 2016.

Lastly, as regards the other Italian shareholders and other foreign shareholders categories, a
decrease in ownership over the three-year period (-4.8pp) continued in 2016, slight for other
foreign investors.

1[G4-7] Also see the TIM Group Consolidated Financial Statements.

2 Source: Register of shareholders as of December 31, 2016, supplemented by communications received and by other
available information.
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THE CORPORATE GOVERNANCE SYSTEM

Some aspects of the Group’s Corporate Governance which are particularly relevant (material)
to the reporting of sustainability in accordance with the GRI-G4 guidelines are briefly
illustrated below. For a more detailed and comprehensive description see the 2016 Report on
Corporate Governance (“RCG”) and Share Ownership, the Report on Remuneration (“RR”), the
Bylaws and the Group Governance Procedures, available at telecomitalia.com.

[G4-34], [G4-35], [G4-40] The Group’s Board of Directors is appointed by the Shareholders’
Meeting based on slates submitted by eligible voters who own a total of at least 0.5% of the
ordinary share capital (or any other amount that may be required by the regulations issued
by Consob). The existing Board of Directors was appointed by the Shareholders’ Meeting on
April 16, 2014. In December 2015, the number of Directors increased from 13 to 17 with the
appointment of 4 Directors at the request of the reference shareholder Vivendi S.A.. During
2016, the number of members fell by 1, due to the departure of the Group’s previous CEO.
[G4-38], [G4-40] The only stakeholders represented in the Board of Directors are the
shareholders. Directors’ powers are granted (and revoked) by the Board of Directors, which
determines the purpose, limits and methods by which they are exercised.

[G4-40] The Group’s Bylaws require the least represented gender to account for at least one
third of the total number of directors, rounded up to the next unit in the event of a fraction.
The independence of a minimum number of directors is required by the law (Consolidated Law
on Finance) based on the overall composition of the Board; the same law and the Corporate
Governance Code of Borsa Italiana also define the criteria for the independence of Directors.
An amendment made to the Bylaws of TIM in May 2015 introduced the principle that at least
half of the candidates and elected members from each slate must be independent when
the Board of Directors is renewed. Reference is made either to the legal independence
requirements or the Corporate Governance Code drawn up by the Corporate Governance
Committee of Borsa Italiana, with which TIM complies.

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

called to renew the Board of Directors on April 16, 2014, the outgoing Board of Directors

expressed a few wishes regarding the new Board, including:

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

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

= Abalanced mix of the various components was required, as the coexistence of diverse skills
and experience ensures the complementarity of professional profiles, promoting fruitful
discussion and the efficient operation of the Board, in the knowledge that specialised skills
can be contributed by internal structures or, if necessary, by external consultants, and that
the complexity of the matters to be dealt with suggest that candidates with prior experience
gained on the boards of listed companies would be appropriate.(see Resolution Proposals -
Shareholders’ Meeting of April 16, 2014, available at telecomitalia.it)

[G4-38] The Board of Directors in office consists of 16 members, including 9 independents.
6 of the Board members are women and the female gender is the only social subgroup
represented. Table 2 “Structure of the Board of Directors and Committees and other positions
held” contained in the RCG, shows for each director their term of office, the committees to
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which they belong, the number and nature of other positions they hold (meaning the director or
statutory auditor positions held by the relevantindividualin other companies listed in requlated
markets, even abroad, holding companies, banks, insurance companies or undertakings of a
significant size), the slate to which they belong (indicating “LSGR” in the case of appointment
with a slate vote and candidacy by the SGR and Institutional Investor Slate, indicating “LT”
in the case of appointment with a slate vote and candidacy by the Telco Slate or “T” in the
case of original candidacy in the Telco slate but appointment by the Shareholders’ meeting
by ordinary vote, indicating “V” in the case of appointment of candidates proposed by Vivendi
S.A. during the Shareholders’ meeting on December 15, 2015) whether they are independent,
executive or non-executive. The CVs of each director are available on the telecom italia.com
website in About us, Company Bodies/Board of Directors/Members section. The Directors’
skills in the field of economics range from university teaching to graduate and post-graduate
studies, specific training in the field of mergers and acquisitions, and experience with stock
market supervision authorities and at the top of big companies. One director also declares
that he/she has worked on sustainability-related projects. More details are available on the
telecom italia.com website in About us, Company Bodies/Board of Directors/Members section.
[G4-47] 14 meetings of the Board of Directors were held in 2016.

[G4-43] The Directors take part in specific meetings with the management or external
consultants, aimed at providing adequate knowledge of the industry in which the Company
operates, business dynamics and their evolution. Business lunches, workshops on new
technologies and educational-informative meetings are held prior to strategic meetings.
Updates regarding the relevant legislative framework are provided in specific briefing notes.
As happened in 2016, specific meetings on sustainability are planned in 2017.

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

[G4-44a] For the 2016 financial year, the self-assessment of the size, composition and
operation of the Board and its Committees was carried out with the support of the consultant
Egon Zehnder. The board review is carried out every year (since 2005). [G4-44b] Further
information on the assessment methods and results are illustrated in the RGS. The 2016 self-
assessment did not tackle issues of sustainability.

[G4-35], [G4-36], [G4-39], [G4-42] The Shareholders’ Meeting of April 16, 2014 appointed
Giuseppe Recchi as Chairman and the subsequent meeting of the Board of Directors of
April 18 appointed Marco Patuano as CEO. Subsequently, on March 22, 2016, Marco Patuano
resigned and, on March 30, 2016, the Board of Directors appointed director Flavio Cattaneo
as CEO. Also on March 30, 2016, the Board of Directors updated the proxies granted to the
two Executive Directors.

The proxies and powers granted to the Executive Chairman include:

= determining the guidelines for the development of the Group, in agreement with the CEO,
with powers to identify and analyse extraordinary transactions;
supervising the strategic, industrial and financial planning process, the implementation
of these plans and their development and monitoring the implementation of board
resolutions;
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= supervising the definition of organisational structures and the power to organise and
determine the size of the workforce and resources required to exercise his functions,
making direct use of the Human Resources & Organizational Development department,
which reports to the CEQ;

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

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

= supervising security and the TISparkle company;

= representing the company and the Group in external relations with all Authorities, Italian
and international Institutions and investors (on the understanding that Investor Relations
department reports to the CEO);

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

- Brand Strategy & Medig;

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

- Legal Affairs (save for the CEQ’s power to make use of the Legal Affairs Department for
the operational management support required)

- Public Affairs;

= responsibility for the Corporate Shared Value (CSV) department [G4-48] including
responsibility for drawing up the sustainability report) and governance of the Fondazione

TIM.

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

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

= responsibility for devising, proposing to the Board of Directors and then implementing and
developing strategic, industrial and financial plans;

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

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

= responsibility for market disclosure, with reference to the company;

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

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

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

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

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

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

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

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

[G4-49], [G4-50], [G4-58] In November 2015, TIM implemented the new Whistleblowing
procedure, which provides for the centralised management, by the Audit Department,
of all whistleblowing reports - including those that are the responsibility of the Board of
Statutory Auditors, particularly in its role as the 231 Supervisory Body - via a compute app
which whistleblowers can use to access the company intranet. Since February 2016 this
reporting channel has also been accessible via the Group’s website. Reports may be made by
any employee, collaborator, consultant, freelance worker, as well as third parties who have

! The terms “related party” and “related parties” of TIM are understood to refer to the parties defined as such in the
Consob Regulation. Regardless of whether they can be defined as related parties according to accounting principles, the
Procedure also applies to the parties to significant shareholders’ agreements, pursuant to article 122 of the Consolidated
Law on Financial Intermediation, that govern candidacies for the position of Director of the Company, if it turns out
that the majority of Directors appointed has been drawn from the slate presented by participants in shareholders’
agreements.
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business relations with the Group. The system assigns each report a unique identification
code which enables the whistleblower to check the processing status in anonymity.

[G4-57], [DMA Labor Practice Grievance Mechanisms] As stated in article 4 of the Group
Code of Ethics and Conduct, any requests for clarification regarding the appropriateness of
one’s own conduct or the conduct of other people, in order to ensure full compliance with
the Code and the values set by the Code itself, must be addressed to the Head of the Audit
Department of TIM S.p.A. or to the Head of the Audit Department of the Group’s overseas
company directly involved, in accordance with specific internal procedures.

[G4-58] Using the Whistleblowing procedure, the same entities must be promptly informed of

the following by the recipients of the Code and those who have undertaken to comply with it:

= anyviolations, requests orinducements to violate legal provisions or regulations, provisions
of the Code and internal procedures with regard to the activities and services of interest
to the Group;

= any irregularities or negligence in accounting procedures, keeping of relevant accounting
documentation, fulfilling reporting obligations or internal management in Group
companies.

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

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

[G4-50] In 2016, the Whistleblowing procedure resulted in 219 reports made in Italy and 518
in Brazil. The Human Rights section of the Being sustainable at TIM chapter and the Reports
of the TIM people chapter illustrate the reports received concerning alleged violations of
human and employment rights:.

[G4-50] The Board of Statutory Auditors’ Report states the number of reports received by the
Board of Statutory Auditors and provides summary of the investigations carried out by the
Board itself with the support of the Group Compliance Officer, (see 2016 Annual Report). In
2016 the Supervisory Body received only one report which did not however relate to the Code
of Ethics, Human Rights or 231 Organisational Model.

[G4-51], [G4-52] The remuneration policy for the members of the Board of Directors is
determined in accordance with legal requirements and the by-laws, according to which:

= [G4-53] the Shareholders’ Meeting determines the total gross annual remuneration of
the Board of Directors (without including directors of specific offices: Executive Chairman
and CEO); expresses an opinion on the first section of the Remuneration Report; passes
resolutions regarding remuneration plans based on the allocation of financial instruments;
= the Board of Directors passes resolutions to determine how the remuneration set by the
Shareholders’ Meeting will be distributed (when it is established as a total amount for
the Board in its entirety); determines the remuneration policy for Executive Directors and

*In particular, the Human Rights section contains a detailed description of the procedure and the types of reports
made via the procedure.
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key managers with strategic responsibilities; determines the remuneration of Directors
holding special offices.

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

[G4-52] In order to ensure that the choices made regarding remuneration are appropriately
investigated, in accordance with the rules on transparency and the strict regulations on
potential conflicts of interest, the Board of Directors relies on the support of the Nomination
and Remuneration Committee. In performing its duties, the Committee (the meetings of
which are attended by the Chairman of the Board of Statutory Auditors or by another Auditor
appointed by him/her) relies on the assistance provided by appropriate structures of the
Company and can also rely on the support of external consultants whose position does not
compromise their independence of judgement. Again for 2016, the Committee has relied on
the assistance and support of Mercer Italia.

[G4-51] With the exception of the Executive Chairman and the CEO, the Directors receive
fixed remunerations only. Table 1 “Remuneration paid to members of the management and
control body and Key Managers with Strategic Responsibilities” in the RR states all the types
and amounts of remuneration received by each director. Details of the fixed and variable
remuneration components (including any stock option), benefits and severance pay attributed
to the CEQ, the Chairman and the key managers with strategic responsibilities, as well as the
targets for the variable component of the CEO’s remuneration are illustrated in detail in the
Remuneration Report. More specifically, for the Executive Directors, the targets assigned for
2016 are mainly financial in nature and regard the Group’s EBITDA indicators, the Group’s Net
Financial Position and the Group’s Service Revenues (with the exclusion of the first quarter
2016 for the Chief Executive Officer). In addition to these, there is a set of quality targets,
which for the Chief Executive Officer relate to the 2016 strategic initiatives (consisting of the
new domestic market turnaround, the update to the turnaround plan for Brazil, the update
to the broadband plan and the item “Rates and Authority”), whilst for the Chairman, they
include a target relating to media and another to the Board’s assessment of the effectiveness
in managing the work of the Board of Directors.

REFERENCES

The Group operates with the conviction that business activities must be conducted in a way

that considers the expectations of stakeholders, in keeping with the principles established by

internationally recognised standards. In defining and implementing its sustainability strategy

and programmes, the Group is inspired by the guidelines issued by the main global guidance

and standardisation organisations in the field of Corporate Responsibility. The System of

Sustainability Management also takes into account the principal reference regulations and

international standards:

= European Commission directives, recommendations and communications;

= the OECD guidelines directed at multinational enterprises;

= thelSO 9001 and ISO 14001 certificates governing quality and environmental management
systems;

= principles of the International Labour Organization (ILO) Conventions on respecting the
fundamental rights of workers;

= the Social AccountAbility 8000 standard (SA 8000), aimed at promoting respect for human
rights and working conditions by companies and their supply chains;
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Sustainability Reporting Guidelines of the GRI, version G4, comprehensive option;
AA1000 AccountAbility Principles Standard (APS 2008) drawn up by Accountability, an
international organisation which promotes collaboration between stakeholders, and lays
down standards and guidelines on matters of sustainability;

management system ISO 206000 for private and public organisations of all sizes.

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

Global Compact, the main global benchmark launched in 2000 by the UN, to which TIM
has been signed up since 2002. TIM is a member of the Global Compact Network Italy;
ITU (International Telecommunications Union) the UN’s main agency for
Telecommunications and Information, as well as a reference point for governments and
the private sector in the development of networks and services. TIM is also involved in the
Environment and Climate Change working group (Study Group 5);

ETSI (European Telecommunications Standards Institute), the main European
standardisation organisation for telecommunications. TIM is involved in the following
technical committees and interest groups regarding the environment: TC ATTM (Access,
Terminals, Transmission and Multiplexing) and TC EE (Environmental Engineering);

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

ICT Coalition for Children Online and Better Internet for Kids (former CEO Coalition) for
establishing the principles and technologies required to make the Internet a safer place
for children;

GRI, a body set up in 1997 by CERES, Coalition for Environmentally Responsible Economies,
with the aim of developing globally applicable guidelines for drawing up Sustainability
Reports;

GeSlI (the Global e-Sustainability Initiative), a global partnership of ICT companies to
promote the sustainable development of new technologies. TIM is represented in the
General Assembly and takes part in the initiative’s working groups, particularly the
Industry Responsibility Committee, which works on projects associated with monitoring
the performance of suppliers and assessing the sustainability of products and services.
From the middle of 2012 to the middle of 2014, TIM was also a member of the Board of
Directors, performing the role of treasurer;

ETNO (European Telecommunications Network Operators’ Association), a trade
association which aims, among other things, to develop a competitive and efficient
European telecommunications market through coordination between operators and
dialogue with Institutions. TIM is a member of the Executive Board, which it chaired
between 2011 and 2014, and has signed up to Corporate Responsibility Charter of the
European Telecommunications Network Operators’ Association. Issues related to
corporate responsibility are handled by a Working Group which TIM has chaired since 1997,
the tasks of which include promoting and verifying the objectives undertaken through the
Asssociation’s Corporate Responsibility Charter. An energy task force coordinated by TIM
reports to this working group and is responsible for evaluating and pooling best practices
and the most advanced solutions in the field of energy efficiency, as well as task force on
child protection online;

Joint Audit Cooperation, ajointinitiative between telecommunication operators to perform
sustainability audits of the production plants of their respective suppliers in geographical
areas that present a high social and environmental risk. TIM is one of the three founding
members and is represented in the Leadership Assembly (which has guidance and auditing
tasks and consists of high level representatives of the Purchasing and CSR departments of
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its members) and the vice-presidency of the Operational Committee, which develops the
strategies to be proposed to the Leadership Assembly, defines procedures and tools and
coordinates the auditing of suppliers;

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

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

TIM is also associated with ANIMA and Sodalitas (entities that deal with sustainability as
part of Italian trade associations), CSR Europe, a network of European companies for the
development of sustainability in companies and FSG (Foundation Strategy Group), through
which TIM participates in the activities of the Shared Value Initiative, a global community
that shares themes and projects that generate business value to respond to social needs.
Among the other codes relevant to sustainability to which TIM has signed up, we should
mention the Equal Opportunities Charter, the Self-regulation code for mobile services, the
Code of conduct for premium rate services and the Corporate Governance Code for commer-
cial communication (available on the telecomitalia.com, website).

CODES, POLICIES AND CHARTERS OF THE GROUP

[G4-56] The undertakings given by the Group are expressed in a system of Charters, Policies
and Codes available in the sustainability section of the telecomitalia.com website.

In the belief that the success of the company cannot be separated from business ethics,
the Code of Ethics and Conduct and the Human Rights Policy of the TIM Group set out the
objectives and values of the Company’s activities in respect of the main stakeholders with
whom the Group interacts.

The Service Charters, which are intended to simplify the relationship with customers and
make it more direct, set out the principles of conduct and undertakings given by TIM regarding
the quality of the services offered. They also provide information regarding the ongoing
improvement of quality standards and contact channels available to customers. The Service
Charters are available on the Group’s commercial websites (tim.it, impresasemplice.it.)

The General Conditions of subscription and contract, which govern relations with subscribers
and are additional to the Service Charters, are published on the following websites tim.
it, impresasemplice.it e nuvolaitaliana.it The General Conditions of subscription for fixed
telephony are also published in telephone directories.

Furthermore, in order to comply with the various resolutions of the Italian communications
authority regarding quality, the objectives set for each year for the individual services (fixed
and mobile voice services, Internet access services, call centre services for customer support)
are published on the relative websites. A selection of the objectives and their respective levels
of achievement is set out in the Appendix.

The other undertakings given by the Group are contained in the following documents, which
are available in the sustainability section of the Internet site:

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

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

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

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

= TIM Group Guidelines on Voluntary Contributions to the Community which govern the ways
in which the Group makes investments in favour of the communities in which it operates;

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

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

TIM’s Code of Ethics and Conduct underlines a number of key objectives for everyone working
in the Group:

Excellence of the service

We pursue excellence towards customers, creating value for the shareholder and the
communities in which we operate.

Ethics and Compliance

We operate in compliance with the law and with universally accepted ethical principles, based
on transparency, fairness and loyalty.

Competition

We promote fair competition that serves the interests of customers and of every player in the
market.

Human resources

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

Communication

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

The Community

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

Health and Safety

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

FIGHT AGAINST CORRUPTION

[G4-S0O3da] Corruption is widely recognised as one of the main factors threatening socio-
economic growth and the well-being of the population. Preventing corruption has always
been an important part of the TIM internal control system in all its companies. Over time,
oversight and control systems have evolved and the scope of its companies has changed.
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We shall focus here on the Group’s existing scope, which consists of the Domestic Business
Unit (including all the domestic commercial and technical activities relating to the telephone
service and the media, Sparkle, INWIT and Olivetti) and Brazil (see The TIM Group/Group
profile).

[G4-DMA Anti-corruption] The Group’s system for identifying, preventing and controlling
corruption risks is the “231 Organisational Model”, a compliance programme for preventing
offences pursuant to Legislative Decree 231/2001 which can result in administrative
responsibilities being placed on the Company, pursuant to Legislative Decree 231/2001.
Also adopted since December 2012, is the Group Anti-Corruption Policy referred to in 231
Organisational Model. The Group Organisational Model and the Brazilian Organisational
Model identify the processes that are at risk of corruption offences, including: management of
relations with public entities (e.g. management of inspections and procedures, representing
the Company’s position in respect of the Authorities, requesting authorisations, managing
subsidised loans, tender notices), negotiations with customers (commercial negotiations,
calls for tenders), identification and management of counterparts in commercial relations,
partnerships, joint ventures, purchase of shareholdings, purchase of goods and services,
consulting and professional services. In 2016, due diligence was adopted as a stage in the
evaluation of counterparts in the sensitive areas identified by the Anti-Corruption Policy. As
regards Brazil due diligence was adopted as part of the procurement process (suppliers of
goods and services/consultancy and professional services).

231 Organisational Model consists of:

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

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

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

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

The Internal control check-lists have been developed according to the following principles: (i)
the separation of roles in undertaking the principal activities involved in business processes;
(ii) the traceability of decisions, to allow for identification of the points of responsibility and the
motivations for the decisions themselves; and (iii) the objectification of the decision-making
processes, so that decisions are not made on the basis of purely subjective considerations, but
based on pre-established criteria.

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

= gifts and entertainment expenses

= events and sponsorships

= donations/membership fees/contributions to non-profit organisations

= consulting, intermediation, relations with business partners and suppliers
= joint ventures, acquisitions and transfers

and furthermore:

= sale of goods and services

= relations with Institutions/Authorities
= authorisations and concessions
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= subsidised financing

= legal and arbitration proceedings

= health and safety at work obligations

= environmental protection obligations

= staff selection and recruitment

= operations carried out by the Executive Directors

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

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

The aforesaid principles are stated in a specific Group Policy on the fight against corruption,
which focus in particular on donations, gifts and/or participation in charitable organisations,
foundations, non-profit organisations, providing for contributions to be made exclusively to
organisations with a proven reliability and recognised reputation, subject to due diligence, and
in accordance with the budget prepared on the basis of cost-effectiveness and reasonableness
criteria.

[G4-DMA Anti-corruption] The above areas are the criteria by which processes or activities
are judged to be at risk or not (each process/activity is at risk if it includes these areas?).

The Organisational Model is complemented by the Supervisory Body, which is responsible for
supervising the operation of the Model, ensuring it is complied with and updating it. Pursuant
to Legislative Decree 231/01 article 6(4bis), the functions of Supervisory Body are assigned
to the Board of Statutory Auditors appointed by the Shareholders’ Meeting of May 15, 2012.
Amendments to the Model are drafted by a Group managerial committee called Steering
Committee 231, briefed by the Supervisory Body and approved by the Board of Directors when
of a significant nature. In order to support the Supervisory bodies of the Companies belonging
to the Group, the Compliance Department of TIM includes a specific structure (Compliance
231) in charge of managing violations of the Organisational Model and carrying out specific
compliance interventions also according to the evidence received via the information flows
established inside the Group.

[G4-S0O3da] The 231 Organisational Model currently covers all the Group’s Business Units,
and [G4-SO4] was approved by the Board of Directors of TIM S.p.A. in 2003 (the subsequent
amendments were also approved). On 30 September 2016, the Board of Directors of TIM
S.p.A. approved the updated version of the Group Anti-Corruption Policy, which, among
other things, requires the “Facilitated Finance” process to be included among the “Sensitive
Areas” and includes new references to the validation of counterparts (anti-corruption due
diligence), disciplinary measures and the Group Whistleblowing procedure. The adoption of
the new version of the policy by the Boards of Directors of the relevant national and foreign
subsidiaries is also expected. Furthermore, in August 2014, the Board of Directors of Tim

! Furthermore, TIM’s procedures for transactions with related parties specify all the measures to be adopted in order
to mitigate the risk associated with these transactions (the procedures are approved by the Board of Directors and are
published at http://www.telecomitalia.com/tit/en/about-us/governance-system/procedures.html).
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Participagoes approved the Organisational Model in accordance with the local anti-corruption
law (Ley 12846/13) and the relevant provisions required at Group level. On 6 October 2016,
the Board of Directors of TIM Participagées approved a new version of the Organisational
Model which includes specific references to extending the application of the Model to private
entities. Previously, Brazil had adopted corruption prevention procedures, including the Anti-
Corruption Policy of May 2013.

[G4-SO4] In the case of Italian companies, 231 Organisational Model and the anti-corruption
policy are communicated to all employees while commercial partners are required to confirm
their adherence to the principles contained therein. In Italy, in 2015, e-learning training on
the 231 Organisational Model and anti-corruption aspects was completed. Note also that the
on-boarding training provided to new recruits at TIM S.p.A. included specific anti-corruption
sessions. In 2016, 1,208 employees completed a digital learning model on the handling of
inside information at workstations (Market Abuse). In general, the training campaigns are
not necessarily annual but depend on changes made to the Model or other organisational
requirements.

In 2016, a digital learning model was developed on matters relating to the new version of the
Anti-Corruption and Whistleblowing Policy aimed at the employees of TIM S.p.A. and Italian
subsidiaries. The training is planned for 2017.

E-learning training campaigns run in ltaly*

| 2016 | 2015 | 2014
Senior Managers 211 42 718
Middle Managers 420 185 3.787
Others 577 10.828 33.877

*Unit of measurement: People

In Brazil, communication on anti-corruption matters, with employees and partners, was
launched in 2014 and new classroom training activities were delivered during 2015 aimed
at the departmental focal points, the people who manage relations with public bodies and
legal advisors. Finally, the awareness-building activities on anti-corruption matters included
the dissemination of the Code of Ethics. With regard to TIM Participagdes in particular, the
e-learning course was completed by employees (approximately 100% of the target - 10,000
employees).

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

[G4-SO5] No incident of corruption has taken place in the Group companies in the past 3
years, nor have any legal proceedings been started on grounds of corruption against Group
companies in the same period. It follows that none of the companies in the Group have
received sanctions or concluded plea bargains in relation to incidents of corruption in the
last 3 years. With regard to suppliers, in the past 3 years TIM has never terminated a contract
for reasons related to corruption. Only on one occasion, in 2014, has TIM suspended new
activities with a supplier because it was charged with corruption.

[G4-DMA Anti-corruption] TIM is a member of the “231 and Legality” Working Group

t Commercial partners include suppliers of orders worth over 3,000 euros, joint ventures, consultants.
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organised as part of the initiatives taken by Confindustria and participates in the working
groups set up at B20 for implementing the recommendations made at G20/B20 level on anti-
corruption matters. In this context, an international version of the Anti-Corruption Educational
Toolkit for SME’s was produced. An lItalian version of the toolkit for SMEs members of
Confindustria is planned. As part of the “Legalita/231” working group, the toolkit is expected
to be adopted during 2017.

Furthermore, an anti-corruption training project for primary and secondary schools is being
planned. Contact has been made with the Ministry of Education to finalise the launch of the
pilot project in secondary schools in Piedmont.
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KEY ECONOMIC PERFORMANCE DATA
AND ECONOMIC VALUE GENERATED AND
DISTRIBUTED

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

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

= social: promoting the principle of fairness between generations and within the same

generation;

= economic: maintaining and increasing capital.

[G4-9] The Group reports on what it does to achieve this objective in the Sustainability Report,
which focuses primarily on environmental and social sustainability, as well as aspects that are
both of a social and economic nature (e.g. customer care and innovation management) and
the Annual Financial Report, which discusses the Group’s economic performance in detail.
In order to give a comprehensive view of the Group’s sustainability, we have provided some
summary data of economic performance below, which are drawn from the Annual Report.

TIM group - Main economic, financial and operational data by business unit

(million euros)

Headcount at year-end

Revenues EBITDA Industrial investments .
(units)
| 2006 | 2015 | 2014 | 2016 | 2015 | 2014 | 2016 | 2015 | 2014 | 2016 | 2015 | 2014

Domestic 15,006 15,001 15303 6,698 5567 6,998 3,709 3,900 2,783 51,280 52,644 53,076
Brazil 4,047 4,637 6,245 1,325 1,451 1,773 1,167 1,289 2,195 9,849 13,042 12,841
Other activities 11 131 71 (18) (14) 13 = 8 6 100 181 108
Adjustments and (39) (50) (45) (3) 2 1 - - - S - -
eliminations

Consolidated total 19,025 19,719 21,574 8,002 7006 8786 4,876 5197 4984 61,229 65867 66,025

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

TIM group - Other economic, financial and operational data by business unit

(million euros)

31.12.2016 | 31.12.2015 | 31.12.2014
Total net equity 23,553 21,249 21,584
- attributable to Parent Company Shareholders 21,207 17,554 18,068
- attributable to non-controlling interests 2,346 3,695 3,516
Profit (loss) for the financial year attributable to Parent 1,808 (70) 1,351
Company Shareholders
Profit (loss) for the financial year attributable to non- 158 731 610
controlling interests
Net financial debt carrying amount 25,955 28,475 28,021
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[G4-9] The trend in the Group’s capitalisation and debt is shown in the Report on Operations
of the TIM Group.

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

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

(thousands)/Year-end figures

31.12.2016 | 31.12.2015 | 31.12.2014
DOMESTIC FIXED
Physical connections 18,963 19.209 19,704
Broadband connections 9,206 8.890 8,750
DOMESTIC MOBILE
Number of lines 29,617 30.007 30,350
BRAZIL
Number of lines 63,418 66.234 75,721

[G4-EC1] The economic value generated and distributed to stakeholders is shown below.
Since 2008, the method of presentation recommended by the GRI has been adopted, with
appropriate adaptation.

TIM Group - Economic value generated and distributed

(million euros)
2016 2015* 2014*

Direct economic value generated

a) Total revenue and operating income 19,336 20,006 21,975
b) Interest payable and dividends paid 159 216 228
c) Net gains (losses) on disposals of non-current assets 14 336 29
d) Direct economic value generated (a+b+c) 19,509 20,558 22,232
Economic value distributed

e) Operating costs 8,128 9,295 9,953
f) Employee benefits expenses 3,106 3,589 3,119
g) Shareholders and providers of capital 1,729 2,291 2,259
h) Taxes and duties 949 534 854
i) Economic value distributed (e+f+g+h) 13,912 15,709 16,185
Economic value retained (d-i) 5,597 4,849 6,047

* The data relating to 2015 and 2014 was reviewed to take into account some changes made by the Brazil BU.

(million euros)

2016 2015 2014
Wages and salaries 2,116 2,296 2,202
Social security costs 770 834 801
Other expenses 220 459 116

Employee benefits expenses 3,106 3,589 3,119
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(million euros)

2016 ‘ 2015 ‘ 2014
Purchases of materials and services 7793 8,533 9,430
Other operating costs 983 1,375 1,057
Change in inventories (9) 44 52
Internally generated assets (639) (656) (588)
Operating costs 8,128 9,296 9,951
(million euros)

2016 2015 2014
Dividends distributed 191 262 319
Interest payable 1,538 2,029 1,940
Shareholders and providers of capital 1,729 2,291 2,259
(million euros)

2016 2015 2014
Income taxes 849 418 736
Indirect taxes and duties 100 116 118
Taxes and duties 949 534 854
- regarding Domestic BU 876 381 724
- regarding Brazil BU 84 123 124
- regarding activities abroad/other (11) 30 6
TIM Group - Contribution to the community
(million euros)

2016 2015 2014
Distribution of contribution
Charity 0.1 0.3 0.9
Investments in the community 19.2 17.6 7.1
Initiatives in the community 6.1 9.4 14.5
Total 25.4 27.3 225

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

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

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

LEGAL AND COMPLIANCE FRAMEWORK

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

[G4-DMA Public Policy], [G4-DMA Compliance] The main changesinthe relevant legislation
for the Group are regularly set out in the Report on Operations of the TIM Group (see the Main
changes in the regulatory environment chapter), while public administration engagement
activities are described in this report. Relations between the Group and its employees and
public administration are carefully regulated and controlled by the 231 Organisational Model,
briefly presented in this chapter.

[G4-S06] In particular, the Code of Ethics explicitly bans any direct or indirect disbursements,
contributions, advantages or benefits of any kind to political parties, political movements or
trade unions or to their representatives or candidates.

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

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

COMPETITORS

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

In this context our stakeholders are:

= the Alternative Operators;

= the Italian Communications Authority (AGCOM);

= the Italian Competition and Market Authority (AGCM);

= associations, federations and national and international trade associations.

TIM manages relations with associations, coordinating representation activities in respect of
Confindustria and other Trade associations

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

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

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

TIM also participates in the Audio and ICT District, a consortium of more than 20 businesses
operating in the information technology, telecommunications, networking and media sectors.
Sponsored by the Municipality of Rome, the Union of Industrialists and the Rome Chamber
of Commerce, the objective of the District is to express and represent, within its field, the
industrial activities and services operating in the new economic area of the great convergence
or multimediality.

In order to monitor the competitive scenario, quantitative surveys are periodically carried out
on a representative sample of the adult Italian population to measure the effectiveness of
advertising for telecommunication services. These give all operators information on how well
they are known, revealing unprompted and prompted knowledge of advertising, recollection
of advertising content, enjoyment of advertising and likelihood of entering into a contract.
For many years now, the Company has had an overall reputation monitoring service
(MediaMonitor) related to all types of media (print and online, radio, TV, social web). The tool
analyses and verifies the competitive scenario, the presence of TIM and its main competitors.
MediaMonitor allows TIM to be positioned quantitatively (number of hits and visibility) and
qualitatively (positive/negative arguments, sentiment, image profile) in the competitive
context, highlighting the positive and negative areas in the individual media. An alerting
system has also be activated on subjects that may potentially have an impact on the Group’s
reputation.

As of 2014, an annual monitoring system has been launched to assess the impact of the TIM
brand, the single trading brand, on the telecommunications market. Competitive strength is
also measured by identifying the reasons for TIM’s performance compared with competitors.

Services to Alternative Operators

Wholesale Market (WM) is the TIM department, which, within the Wholesale area, operates
as the point of contact for other operators (including ISPs) regarding the provision of network
infrastructure and services for subsequent marketing by the said operators of electronic
communication services to their own customers. WM is responsible for pre- and after-sales
design, identifying requirements and drawing up offers and contracts, sales, support and
billing for products/services supplied.

Organisational and administrative separation between the retail departments of TIM and
WM, which is verified every year by an external body, ensures compliance with the principles
of equal treatment and non-discrimination established by current regulatory provisions and
in particular Resolution 152/02/CONS.

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

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

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

For further information regarding dialogue and involvement initiatives, caring initiatives and
the actions taken to measure Alternative Operators satisfaction go to the TIM Wholesale
websites wholesale.telecomitalia.com

The Italian Communications Authority (AGCOM)

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

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

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

The Italian Competition and Market Authority (AGCM)

As part of the protection of competition and the consumer, the Group interacts with the
Competition Authority both in a preventive way (requests for information or submission of
reports) and during the proceedings it launches.
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In the event of dispute proceedings being launched, the Group presents its case in the
appropriate forums, in some cases presenting the Authority with undertakings that will reduce
the alleged anti-competitive aspects at the centre of the proceedings. After having assessed
these undertakings, the Authority may make them compulsory and end the proceedings
without imposing any financial penalty.

Within the Company there are preventive controls on processes with potentially significant
impacts in Antitrust terms such as, for example, the drawing-up of marketing plans, the
development of contracts, conditions for the provision of telecommunication services, the
development of the company’s information systems. The controls are aimed at ensuring
that the operational management of the processes take into consideration these potential
impacts.

In order to raise awareness and disseminate a correct approach to the subject, as a follow-
up to the online training programme launched in 2010, in 2013, management were offered
a specific classroom training course on the application of competition law. In 2014, training
activities continued for staff belonging to the National Wholesale Services function.
Between the end of 2015 and the beginning of 2016, a new edition of the online course
was published, delivered and used by about 3,000 employees selected from among several
Company departments (mainly technical and sales related).

From April to December 2016, approximately 3,000 employees who had already used the
online course were involved in antitrust training that involved 4 hours of classroom tuition
following by an assessment of the lessons learned. The classroom training was provided by
internal trainers (National Antitrust department) as well as external ones.

[G4-DMA Anti-competitive Behavior] The European Commission and a number of national
competition authorities (including AGCM) have expressed their approval of the efforts made by
companies that decide to adopt an effective compliance programme. In Italy, growing interest
in compliance programmes is confirmed by the adoption of the Linee guida sulla modalita di
applicazione dei criteri di quantificazione delle sanzioni amministrative pecuniarie irrogate
dall’Autorita in applicazione dell’articolo 15, comma 1, della legge n. 287/90 [guidelines on
the application of the quantification criteria for administrative fines imposed by the Authority
pursuant to Article 15, paragraph 1, of Law No. 287/90], in which AGCM added, as one of
the attenuating circumstances to be assessed when applying sanctions for antitrust offences
“the adoption of and compliance with a specific compliance programme that is suitable and
in line with European and national best practice”.

For this reason, TIM decided to launch a specific antitrust compliance programme to

complement the training activities already undertaken.

The activity, which began in March 2015 and ended in October 2016, involved the following stages:

= interviews with previously identified senior staff;

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

= competition training;

= writing of a Competition Code of Conduct;

= drafting of an internal procedure.

[G4-SO7] the Group’s main disputes in this respect are listed and described in Note 24
(Contingent liabilities, other information, commitments and guarantees) of the Consolidated
Financial Statements, particularly in the Significant disputes and pending legal actions
section.

[G4-SO8] The same Note contains a description of all the Group’s other disputes.
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Regulatory initiatives regarding the access network

In December 2008, AGCOM approved the voluntary undertakings presented by TIM with
Resolution 718/08/CONS to strengthen the internal and external equality of treatment
between the TIM Retail Divisions and the other Operators.

Also in 2008, the Supervisory Body was set up with the task of verifying proper fulfilment of
the undertakings, monitoring the equality of treatment indicators and the achievement of
service quality objectives.

On November 5, 2015, the Group board approved a new equivalence model (NEM), aimed
at further strengthening the efficiency and effectiveness of the processes for activating and
maintaining the TIM fixed network wholesale access services supplied to its own commercial
divisions and Operators, in line with the most recent regulatory guidance.

This equivalence model puts the sales divisions of TIM and the other Operators on an equal
footing, ensuring full internal and external equality of treatment. On 22 December 2015,
AGCOM published Resolution 623/15/CONS containing a request to TIM to make a proposal
to further strengthen the equality of treatment guarantees and two proposals related to the
unbundling and outsourcing of services related to provisioning and assurance.

In response to this resolution, in February 2016, TIM submitted the above proposals to AGCOM
in accordance with the content of the NEM approved by the Board of Directors on 5 November
2015.

Subsequently, in May 2016, AGCom published Resolution 122/16/CONS, launching a public
consultation, which ended in mid-June 2016, on TIM’s proposals and on AGCoOM'’s preliminary
assessments, which proved to be positive to a large extent.

The process of approval by AGCom of the measures to strengthen the equality of treatment
guarantees, connected both to Resolution 623/15/CONS and Resolution 122/16/CONS, will be
completed in the first few months of 2017.

In accordance with the equivalence model, since the end of 2015, the organisational
structure of the company has led to Open Access and National Wholesale Services becoming
hierarchically dependent on the same manager of the Wholesale Department, as described
in the Services to Alternative Operators section.

Relations with the regulation and competition authorities in Brazil

TIM Brasil holds a very participative and collaborative relationship with ANATEL (Agéncia
Nacional de Telecomunicagées) and CADE (Conselho Administrativo de Defesa Econdmica),
the authorities which deal respectively with regulation in the telecommunication industry and
with market and competition.

Along with ANATEL, TIM maintains a very cooperative and participative interaction, in order
to cooperate to the evolution of the dialogue on the TLC regulatory framework that better
suits the sector and the general economic growth. The main goal is to work together with
ANATEL to identify the most relevant issues and reduce development barriers for the sector,
especially by contributing to the development of the main regulatory chapters like spectrum
management, quality of service, interconnection and network sharing, rural areas coverage,
among others.

TIM Brasil also maintains a transparent and cooperative relationship with CADE. The company
is responsible fornotifying the Council about mergers, acquisitions and agreements, as well
as for providing in due time all necessary or requested information. In addition, TIM Brazil
promotes debates and studies and it works with academic institutions in order to support
research activities on competition policy in the country.
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ORGANISATIONS AND INSTITUTIONS

[G4-DMA Public Policy] TIM is determined to continue its collaborative and transparent

relations with national and supranational institutions in order to facilitate dialogue on matters

of mutual interest and to ensure the Group’s viewpoint is faithfully represented.

Our target audiences in this respect are:

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

= local institutions and their associations:

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

= European and international institutions: EC, European Council and Parliament, BEREC,
’OCSEz, ’'ONU:, Global Compact, TUNEP¢, 'TUNFCCCs, 'ITUs and other UN agencies.

Central and national institutions

Lobbying activities are principally conducted with the parliamentary committee members of
the upper and lower houses of the Italian Parliament concerned with issues that could impact
on the Company, including those of an economic and financial nature or concerning privacy,
telecommunications, Internet and TV. Involvement in parliamentary hearings is also a way
of examining specific issues in detail and creating opportunities for discussion about matters
being debated in Parliament.

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

Moreover, TIM provides information to Ministries (mainly the Ministry of Economic
Development) regarding the activities of the inspection body (parliamentary questions)
directed at the Group.

National legislative activity specifically monitored by TIM during 2016 mainly concerned draft
legislation being examined by the Italian Parliament and the decree laws introduced by the
government in power which might have an impact on the electronic communications sector.

The approval process of the following legislative measures was monitored in particular:

= law No. 11 of 28.01.2016 (delegated powers to the Government to implement directives
2014/23/EU, 2014/24/EU and 2014/25/EU of the European Parliament and of the Council,
of 26 February 2014, on the award of concession contracts, on public procurement and
on procurement by entities operating in the water, energy, transport and postal services
sectors, as well as the reorganisation of existing rules regarding public procurement for
works, services and supplies): the law includes a number of provisions regarding changes
to call centre contracts;

= legislative decree no. 33 of 15/02/2016 (implementation of directive 2014/61/EU of the
European Parliament and of the Council of 15 May 2014, on measures to reduce the cost
of deploying high-speed electronic communications networks): the legislation introduces
measures aimed at facilitating installation of the aforesaid networks, promoting the
shared use of existing physical infrastructure and allowing a more efficient deployment of

!Body of European Regulators for Electronic Communication
20rganisation for Economic Cooperation and Development

3 The United Nations Organisation

“United Nations Environment Programme

® United Nations Framework Convention on Climate Change

6International Telecommunication Union
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new physical infrastructure to reduce the installation costs;

= constitutional law of 12 April 2016 (provisions for overcoming equal bicameralism,
reducing the number of parliamentarians, containing the operational costs of institutions,
abolishing the CNEL and revising chapter V, part II, of the Constitution): in particular, the
reform overcomes the “concurrent legislative powers” of the State and Regions (the State
establishes the general principles and the Regions legislate based on these principles),
bringing many areas of legislation, including the regulation of communications, back
under the exclusive power of the State. This replaces the pre-existing regulatory framework
which hindered the development of electronic communication networks, both fixed and
mobile;

= ministerial decree of 11/05/2016 (establishment of SINFI - Sistema Informativo Nazionale
Federato delle Infrastrutture [national federated infrastructure information system]): the
decree introduced by the Ministry of Economic Development implements the provisions of
legislative decree no. 33 of 2016;

= legislative decree no. 185 of 24.09.2016 (provisions supplementing and correcting the
legislative decrees of 15 June 2015, no. 81, and 14 September 2015, nos. 148, 149, 150
and 151, pursuant to article 1, paragraph 13, of the law of 10 December 2014, no. 183):
the decree includes provisions supplementing and correcting the rules on employment
introduced by the “Jobs Act”;

= legislative decree no. 179 of 26/08/2016 (amendments and supplements to the Codice
delllamministrazione digitale [digital administration code] referred to in the legislative
decree of 07/03/2005, no. 82, pursuant to article 1 of law 07/08/2015, no. 124, regarding the
reorganisation of public administration): the legislation establishes the right for users to
use their telephone credit for electronic micro-payments to public administration offices
and operators of public services.

= Preparatory activities and discussions were held with institutional representatives during
hearings with parliamentary committees, including those regarding the new shareholding
structure of TIM and the company’s position regarding the government strategy for the
development of super-fast broadband networks. Also followed and monitored were the
parliamentary information-gathering surveys on the electronic communication sector,
including the survey regarding “Industry 4.0”, launched in February 2016, aimed at
gathering useful information with which to identify the model to be applied to the Italian
industrial fabric to promote the digitisation of businesses.

Local national institutions

[G4-DMA Indirect Economic Impacts] At local level, TIM maintains constant dialogue
with institutions on subjects of a general nature regarding the electronic communications
sector, with particular reference to network development and to other issues of interest to
the company’s business. The aim is to resolve any issues encountered, to guide the local law-
making process in such a way that it respects the national reference framework, to promote
the Group’s image and represent its position regarding these issues. The dialogue takes place
both directly with local authorities and with their representative associations: ANCI and UPI.

Monitoring and constant interaction with the decision-making centres of local institutions
take place by means of hearings, including the presentation of position documents relating
to the drafting of local regulations, and involvement in workshops as well as in the work of
regional commissions and ministerial and specialist work groups. Furthermore, TIM frequently
organises communication initiatives on specific issues of local interest.

Coordination with the company departments operating at the local level is fundamental for
the purpose of acquiring information regarding the approaches and expectations of local
institutions and providing suitable solutions.
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Among the main subjects of dialogue with local authorities during 2016 we would highlight
the following:

the development of new ultrabroadband networks (NGAN - Next Generation Access
Network) and the new LTE (Long Term Evolution) standard;

local coverage and reducing the digital divide;

verifying the effect of the contribution, particularly on the demand side, on the profitability
of investments in broadband in industrial districts;

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

proposals for regional laws and municipal regulations regarding the installation of mobile
telephony systems and electromagnetic fields (including: Implementing Guidelines
for the Umbria Law, Draft Law for the Marche Region, Genoa Municipality Protocol), in
order to represent the company’s requirements (particularly by submitting comments,
amendments and participating in hearings) allowing the fair coexistence of the various
interests involved, with a view to simplifying the rules and harmonising them with the
relevant national provisions;

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

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

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

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

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

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

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

verifying the feasibility of financing the cost of achieving energy savings for the company
by using new national and local instruments;

drawing up 20 regional Policy Reports aimed at taking stock of the current situation and
the development of regional policies regarding digital services, network infrastructure, the
digitalagendaandsmartcities, particularly with referencetothe new EU funds programming
policy for 2014-2020. Substantial additions were made to the fourth edition 2016 with the
introduction of new chapters containing information about the Piani di sviluppo regionale
di natura strategica ed economica [regional strategic and economic development plans],
Programmi operativi regionali (POR) [regional operational programmes], and Programmi
operativi nazionali (PON) [national operational programmes] on issued surrounding ICT
with an impact on local areas. The 2016 edition was completed and distributed to internal
and external stakeholders in March 2016. The information contained in the documents is
being updated - where available - to the last quarter of 2016.
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European and international institutions

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

The themes tackled at European level, which were the subject of legislative/regulatory
measures of interest to the Group, include the review of the regulatory framework, which
involves a review of network access obligations and of consumer rules applicable to the sector,
the reform of the universal service, the institutional review of the powers of the Commission
and BEREC in the implementation of the new framework. The review consists of a complex
process of adoption involving both the Parliament and the Council in the adoption of new
rules by 2020. TIM is actively participating in numerous public consultations launched by the
European Commission and BEREC based on the Single Digital Market Strategy (and the Single
Market Strategy), particularly the consultations on the review of the telecommunication
framework, online platforms and the role of intermediaries, the role of OTTs and the regulation
of loT services.

TIM participated in the working group set up by the European Commission to draw up the 5G
Action Plan, intended to speed up the development of the new technology and allow Europe
to keep pace with Asia and the US and enhance the European approach, focused on the
digitisation of vertical industries.

TIM is also particularly active in European and international discussions relating to the
distribution of digital content and the protection of rights, particularly on issues such as the
review of copyright in the digital scenario (the subject of future European initiatives), the
review of the European directive on satellite radio broadcasting and cable retransmission,
discussions and proposals regarding the responsibilities of operators/ISPs, particularly those
relating to actions taken by hosting providers to combat illegal activities online, the reform
of the European directive on audiovisual media services. With regard to child protection, TIM
is actively involved in a particularly important EU initiative aimed at improving safety for
children using the Internet. This is the ICT Coalition for Children Online, a working group of
European ICT companies which holds half-yearly discussions with European institutions and
the relevant stakeholders (e.g. NGOs). The activities of the “Better Internet for Kids” platform
launched by Commissioner Kroes in 2011, in which TIM is involved, will be relaunched in the
coming months at the behest of the current DGConnect DG. TIM is closely following the
development of the various trade agreements (e.g. TTIP, TiSA) that Europe is negotiating with
other countries.

As regards relations with the UN, the activities carried out as part of the Global Compact
(GC) are of particular importance, taking the form of participation in the working group on
Human Rights organised by the GC Network Germany and in the multiple activities of the
Italian Network of the same organisation. TIM and TIM Brasil, the two Group companies
which have joined the Global Compact, draw up an annual “Communication on Progress”,
which reports on progress achieved by the companies in promoting and applying the 10 core
principles of the Global Compact. The CoP drawn up by TIM in the summer of 2016, relating
to the whole of 2015, grants it “Active” status and the “Advanced” level (compliance with the
twenty-one criteria required). For further information see the Human Rights paragraph and
the telecomitalia.com website.

TIM is actively involved as a sector member in the ITU (UN international agency for
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telecommunications), in the three sectors into which it is divided (ITU Radiocommunication
Sector, ITU Telecommunication Standardization Sector, ITU Telecommunication Development
Sector). It is a member of the ITU COP, the ITU child protection platform.

It also regularly attends the most significant events of the ITU.

TIM actively monitors the work of the OECD through BIAC (an association which brings
together a range of companies from OECD member states) and the Permanent Representative
of Italy to the OECD and the work of the competent Committees on matters of relevance to
the Company, including the CDEP (Committee on Digital Economy Policy) and the respective
working groups, such as the Working Party (hereinafter WP) on Communication Infrastructure
and Services, the WP for Security and Privacy, the Competitiveness Committee, the Consumer
Policy Committee, and the Governance and Anti-Corruption Committee. The issues dealt with
during 2015 related to discussions and preparatory work for the OECD Ministerial meeting held
in May 2016 in Cancun (Mexico), the review of OECD recommendations regarding electronic
commerce, the review of OECD recommendations on International Mobile Roaming, the
recommendation on digital security and risk management, digital convergence, as well as the
issue of bilateral investment agreements and, in particular, the issue of ISDS clauses.

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

Relations with institutions in Brazil

TIM Brasil has reached an excellent level of relations with the institutions, at all levels of
Government, Congress, the regulatory and antitrust authorities, the several associations of
operators and the press. The dialogue is very intense and frequent and done on the basis
of objective proposals, statements and positions designed not only to the development of
specific issues for the company, but also for the entire industry.

Governmental relations activities occur at federal level primarily with the Ministry of Science,
Technology, Innovation and Communications and also with several relevant Ministries like
Casa Civil, Development and Industry, Justice, Cities, Education, among others .

At Congress TIM has an important dialogue in particular with Deputies and Senators that are
member of the Committees involved with themes such as (but not limited to) the economic-
financial nature, privacy, telecommunications and consumer protection.

Regionally, TIM Brasil maintains a permanent agenda with local institutions and authorities
on general issues related to the telecommunications industry, with emphasis on the
development of infrastructure and network coverage and other matters of interest to the
local communities.

Addressing proposals, meetings with specific stakeholders on precise subjects, stimulating

debates, active participation in public hearings and contributions in public consultations, are

the main modalities of the daily interactions with all the above mentioned institutions.

Regarding the industry associations, the most important ones in which TIM Brasil is active,

are:

= ABR Telecom (Brazilian Association of Telecommmunications Resources), which focuses on
centralized management of technology solutions in a shared environment, creating value
for telecom providers;

= TelComp (Brazilian Competitive Telecommunications Association), which represents
the interests of more than 60 operators, seeking the maintenance of the market
competitiveness;

= SINDITELEBRASIL (tlc operators National Syndicate), which works on the coordination,
defense and legal representation of the member companies, including all mobile and
fixed operators;
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= GSM Association, which represents the interests of mobile operators worldwide and,
in a regional coverage, GSMA Latin America is a key partner on global discussions like
radiofrequency management and allocation, international requirements specifications
on ITU, and also related to consumer protection and activities improving the general
reputation of the industry (TIM is part of the initiative “We Care”);

= ASIET (Latin American Association of Research Centers and Telecommmunication
Enterprises), which strives for a common position among associates based on various
studies regarding numerous industry challenges in Latin America, through a public-private
dialogue

Additionally, TIM Brasil institutional presence on the regional and local levels is increasingly
supported by the activity of the Instituto TIM, that aims to democratize science, technology
and innovation, enabling social progress in Brazil, and particularly, maximizing the potential
of the mobile network. Since July 2013, the Institute has implemented actions in 398 cities,
mobilizing 58 education departments, three ministries and over four thousand public schools,
benefiting 15,200 teachers and 455,000 students.
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The expectations of the stakeholders of a TLC operator centre around the reliability,
innovativeness, coverage and ubiquity of the network. TIM plays a significant role in the
countries it operates in by virtue of the increasing importance of communication technologies
for people’s lives and for the economic and social development of communities. [G4-2] The
Group’s economic contribution in the countries where it operates is described in theTIM Group
chapter, while the social aspects are reported in the Digitisation, connectivity and social
innovation chapter. A sustainable company has a duty to do everything it can to reduce its
environmental footprint: TIM takes many measures described in detail in the Environmental
Protection chapter.

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

HUMAN RIGHTS

[G4-DMA Investment], [G4-DMA Non-discrimination], [G4-DMA Freedom of
Association and Collective Bargaining], [G4-DMA Child Labor], [G4-DMA Forced or
Compulsory Labor], [G4-DMA Security Practices], [G4-DMA Indigenous Rights],
[G4-DMA Assessment], [G4-DMA Supplier Human Rights Assessment], [G4-DMA
Human Rights Grievance Mechanisms] The materiality analysis carried out by TIM in 2016
confirmed the defence of Human Rights a theme regarded as material by stakeholders and
the Company. This result, which may seem surprising for a telecommunications operator that
works in countries considered to be at low/medium risk of Human Rights violations, is based
on two sets of reasons:
= the public outcry caused by Human Rights violation incidents, which can seriously affect
business reputation;
= the very broad meaning given to the concept of “human right” by TM. This sphere includes
not only basic Human Rights, such as the right to decent remuneration, non-discrimination,
freedom from forced labour, etc., but also rights associated with the information society,
such as the right to access information, the right to freedom of expression (in particular
online), and the right to have one’s privacy and safety protected online, are important
issues for a telecommunications company

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

Effectiveness and monitoring: the Human Rights Policy applies to every individual within the
Group. The Human Resources & Organisational Development Department is responsible for
observance of the Policy as regards the involvement of the people of TIM, the Procurement
Department is responsible for seeing it is complied with in relation to the involvement of
suppliers, the Compliance Department monitors the risk of non-compliance with the reference
legislation, and the CSV Department is responsible for updating the Policy (at least every two
years). CSV also coordinates the due diligence process with a view to continuous improvement.
Finally, TIM carefully monitors and analyses reports of any Human Rights violations received
via the reporting mechanisms made available to stakeholders. The scarcity of such reports is
an indication of how effective the company’s Human Rights protection processes are.

v
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BUSINESS AND HUMAN RIGHTS: THE UN “GUIDING PRINCIPLES” AND
EUROPEAN UNION DIRECTIVE NO. 95/2014

In 2011, the United Nations Human Rights Council unanimously approved the “UN Guiding

Principles on Business and Human Rights” prepared by Prof. John Ruggie, considering it a

global benchmark for “Business and Human Rights”.

The “Guiding Principles” were drawn up to implement the Human Rights framework? founded

on the following three pillars:

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

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

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

European Union

In order to reinforce the responsibility and transparency of large companies, at the end of
2014 the Parliament and Council of the European Union published Directive 2014/95/EU in
the Official Journal of the European Union; this Directive came into force on January 1st 2017
(after ratification by the Member States at the end of 2016), concerns the disclosure of non-
financial information, including information relating to Human Rights.

TIM COMMITMENT

[G4-DMA Assessment] Between 2008 and 2011, TIM was a member of the UN Global

Compact Human Rights Working Group set up by the Global Compact Board in 2006 with the

aim of providing a strategic Human Rights input to the Global Compact.

Since 2012 TIM has been a member of the Peer Learning Group on Business and Human

Rights, set up within the Global Compact Network Germany.

In 2016 the Peer Learning Group performed the following main activities:

= webinar in March on the topic of “observing the undertakings set out in the policy on
Human Rights through training and raising awareness”;

= meeting in June on “Human Rights due diligence in the supply chain”;

= webinar in September on the topic of “attuning the future business strategy with respect
for Human Rights”;

= meeting in November on “access to the remedy in practice - understanding and improving
the reporting mechanism (with the participation of the British, Greek, Italian, Dutch,
Spanish and German Global Compact Networks). The meeting will be held in the UN
Office of the High Commissioner for Human Rights (Geneva)”.

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

2 Drawn up by Prof. John Ruggie and approved by the Human Rights Council in 2008.
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Note that, given the cross-cutting nature of Human Rights with regard to the Group’s
stakeholders, this paragraph covers the [G4-HR3], [G4-HR8], [G4-HR9], [G4-HR12] KPIs of the
GRI G4 standard. The Digitisation, connectivity and social innovation chapter sets out the

[G4-HR1], [G4-HR4], [G4-HR5], [G4-HR6], [G4-HR7], [G4-HR10] and [G4-HR11] KPlIs, while the
TIM people chapter sets out the [G4-HR2], [G4-HR4], [G4-HR5], [G4-HR6] and [G4-HR7] KPIs.

DUE DILIGENCE ON THE HUMAN RIGHTS OF THE TIM GROUP

[G4-DMA-Reporting due diligence on Human Rights-a] As of 2012, TIM has been involved
in the Company Coaching and Capacity Assessment on Business and Human Rights, organised
by the Global Compact Network Germany, as part of which the OCAI* (Organisational Capacity
Assessment Instrument) for Human Rights due diligence in companies was also illustrated
(expressly required by the “Guiding Principles”). The OCAIl is a self-assessment questionnaire
that reflects the content of the “UN Guiding Principles on Business and Human Rights”,
consisting of twenty-two questions concerning the main elements of corporate responsibility
for Human Rightsz In completing the OCAI questionnaire, for each question, the company or
department must assess its own position - current and potential - on a spectrum of six levels
that range from “non-responsive” to “Human Rights promoter™.

The goals of the due diligence include:

= the identification and mapping of Human Rights risks resulting from the Company’s
operations ¢

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

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

= thehighlighting of any gaps orinconsistencies between the company’s various departments
and/or between the different companies of the Group;

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

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

The entire due diligence process has been studied and coordinated by the CSV Department,

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

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

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

“TIM’s activities include supply chain. Among the groups deemed vulnerable, in addition to children, elderly and disabled
people and local communities, TIM has identified indigenous people and the work done by migrants.
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which invited the Departments and companies of the Group to fill in the self-assessment
questionnaire’. CSV department examined the questionnaires that had been filled in and

conducted the related feedback with the Italian departmentsin order to further examine

the contributions provided and define the action plans for the level two and three self-
assessments (respectively 3.1% and 8.6% of all the responses:.

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

Human Rights, the Department concerned is required to communicate the corresponding
action plan to CSV which monitor the progress achieved in the work.

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

= ona scale of one to six, the average score of all the answers was 4.4;

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

= the usefulness of organising internal Human Rights training courses.

The feedback meetings planned in Brazil were postponed until 2017 in view of the preparation
and dissemination of the online Human Rights Information and raining course, which is
expected to improve knowledge on the subject, with a positive effect on the results of the due
diligence itself.

[G4-HR10] [G4-HR11] Even the results of the audit on Human Rights carried out on the
Suppliers of the Group are reported in the Sustainability Report and in the Sustainability
section on the Group’s website.

THE GROUP’S HUMAN RIGHTS POLICY

[G4-DMA-Reporting due diligence on Human Rights-b] The purpose of the new Policy

is to make respect for Human Rights an essential requirement in the performance of the

operational activities of TIM.. In Italy as well as in foreign companies, the Group has set up

processes through which it undertakes to respect Human Rights and has identified those that

may be negatively influenced by the Company’s activities, such as:

= Essential Human Rights (e.g. working hours, equal pay, minimum age to enter the world of
work, accessibility for disabled people, maternity protection, forced/compulsory/restricted
work);

= health and safety rights;

= rights agreed with the unions and included in National Labour Agreements (in line with
the principles of the International Labour Organization).

[G4-DMA Non-discrimination] Rights concerning diversity, equality and non-discrimination

The Policy applies to every individual within the Group and the rights set out above also

concern third parties who have business dealings with TIM.

The internal processes of the Group also consider a series of individual rights affected by the

core business, including rights:

= associated with access to telecommunications services and innovation;

= associated with the privacy of the people and customers of the Group, and the protection
of their personal data;

= associated with freedom of expression, in particular online, supported by access to
telecommunications technologies;

1 TIM has not considered the question relating to “conflict-affected areas” as the Group does not operate in any such
areas

2 No level one response was supplied during the first round.



TIM

SUSTAINABILITY REPORT 2016
BEING SUSTAINABLE AT TIM Q

= deriving from the company’s zero tolerance approach to any form of corruption;

= potentially violated by added value services (for example, services with content reserved
for adults and gambling);

= of children and young people to be protected from (cyber)bullying or harassment;

= of our customers concerning responsible advertising;

= associated with environmental protection (in particular electromagnetic fields);

= of the Community in which TIM carries out business, with particular attention to vulnerable
groups of people (e.g., disabled people, minors, the elderly);

= associated with the use of armed security in accordance with the highest standards and
international practices and with the highest transparency possible.

The Policy sets out the unfiltered and anonymous reporting mechanisms in line with the
requirements of the company procedures, available on the Group’s website.
The Group Policy was approved by the Chairman of TIM.

INFORMATION AND TRAINING ON HUMAN RIGHTS

[G4-DMA-Reporting due diligence on Human Rights-b] After publication of the Policy
a classroom training course was organized and attended by representatives of the various
company departments. The course was run by an external company with expertise in
sustainability issues' and was attended by the General Manager of Amnesty International
Italia.

Moreover, an online course was prepared for everyone in the company, available on the

e-learning platform since the end of 2015, with further invitations to participate in 2016.

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

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

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

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

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

= how and when to use the reporting mechanism.

Activities are under way to adapt this to the reality in Brazil and translate the course into
the local language in order to allow all the employees of TIM Brasil voluntarily to use the
information contained in the online course easy and direct.

REPORTS AND INCIDENTS

[G4-DMA Human Rights Grievance Mechanisms] The Group’s Code of Ethics and Conduct
requires employees, collaborators, consultants, as well as third parties who have business
relations with the Group and all the stakeholders affected by the Human Rights Policy - in
respect of activities and services of interest to the Group - to promptly inform the Head of the
TIM Audit Department, either directly or via their line manager, of any violations or collusion
to violate:

= legal or regulatory requirements,

= provisions of the Code of Ethics,

t Avanzi Srl, further details are available on the website www.avanzi.org
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= policy and internal procedure.

and any irregularities and/or negligence.

The handling of reports, including those for which the Head of the Audit Department is

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

the “UN Guiding Principles on Business and Human Rights”.

The Internal Control reporting procedure (see the TIM Group chapter, The Corporate Governance

system paragraph) requires the Head of the Audit Department, who answers directly to the

Board of Directors, independently of the senior executives:

= toensure that reports are received, logged and analysed;

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

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

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

= to update the reporting procedure and disseminate it in agreement with the Human
Resources & Organisational Development department.

The procedure is available both on the company intranet and at www.telecomitalia.
comwebsite. Employees were made aware of this in a letter from the CEO and a news item
published on the company intranet.

During 2016, a total of 219 reports were received in Italy and 518 in Brazil. In the case of Italy,
of the 219 reports, 73 were anonymous and 146 non-anonymous, classified as follows:
= 110 in the context of the whistleblowing procedure;
= 89 not covered by the procedure and sent to the relevant departments for the respective
checks, informing the Audit Department of the result, including:
- 50 customer complaints (poor service);
- 39other;
= 20 “irrelevant” ones in terms of the purpose of the procedure.

In the case of Brazil, of the 518 reports, 220 were anonymous and 298 non-anonymous,
classified as follows:
= 264 of a “business” nature (processes that could be improved, etc.);
= 10 of a “personal” nature (employees in difficult situations, etc.);
= 214 customer complaints (poor service);
30 “irrelevant” ones in terms of the purpose of the procedure.

[G4-HR12] The Human Rights-related reports received through the main tool provided by the
Company for all stakeholders to report any kind of regulatory irregularity or breach of the Code
of Ethics, the Human Rights Policy and the “UN Guiding Principles” i.e. the whistleblowing
procedure are given below. Note that the concept of Human Right used to complete the
tables is the same as the one used for the due diligence described above. the tables therefore
only show the complaints not included in the specific paragraphs (e.g., TIM people, requests
for information sent to the Agency by the Data Protection Authority, suppliers’ employees).
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Reports received and handled in Italy regarding Human Rights

| 2016| substontiated| 2015| substanticted| 2014| substantiated

Total number of reports regarding 0 0 4 2 7 3
Human Rights received through the
main reporting mechanisms

Handled during the reporting period 0 0 4 2 7 3
Resolved during the reporting period 0 0 4 2 7 3
Total number of reports received 0 0 0 0 1 1

prior to the survey period which were
resolved during the reference period

[G4-HR12]

Reports received and handled in Brazil regarding Human Rights

| 2016 | substantiated | 2015 | substantiated | 2014 | substantiated
Total number of reports regarding 8 4 0 0 5 2
Human Rights received through the
main reporting mechanisms

Handled during the reporting period 8 4 0 0 5 2
Resolved during the reporting period 8 4 0 0 4 2
Total number of reports received 0 0 1 0 0 0

prior to the survey period which were
resolved during the reference period

[G4-HR3],[G4-HR8] Over the past 3 years, 2 cases have been reported in the Group, 1 of
which was investigated and resolved, relating to discrimination or violations of the rights of
indigenous people.

! [G4-DMA Indigenous Rights] The only geographical area with indigenous people in which TIM operates is Brazil.
However, telecommunications activities do not have negative impacts on these people. Finally, during 2016, one case
was investigated and resolved regarding ethnic discrimination.
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OPPORTUNITIES

AND SOCIO-ENVIRONMENTAL RISKS OF THE
GROUP’S OPERATIONS

[G4-2], [G4-14] However, as we have repeatedly stressed, although telecommunications can
make a significant contribution to improving the environment and quality of life, ICT services
aimed, for example, at reducing energy consumption or tele-medicine, account for a small
percentage of the turnover of telecommunication companies. However, they are seeing
positive growth rates and are likely to be widespread in the future. TIM’s laboratories have
long been engaged in researching and developing these kinds of services, some of which are
already being tested on the market. Thus customers already have a wide range of solutions
available to them to cut energy consumption, reduce CO, emissions, improve health services
and bureaucracy, increase security for citizens. Many of the social-environmental services
offered by TIM are discussed in the chapters Digitisation, connectivity and social innovation
(see Customers) and Safeguarding the environment (see TIM eco-friendly). Furthermore,
examples of the economic opportunities arising from sustainable management of the
company’s activities are discussed in the Social and environmental impacts of operations and
their economic aspects chapter of the Group’s Annual Financial Report.

Listed below are the most common risks associated with the telecommunications sector
which are classifiable as socio-environmental risks, accompanied by a quick summary of the
mitigation actions implemented by TIM.

SOCIAL RISKS

Beyond the risks common to any large company, associated with labour exploitation, which

are meticulously avoided, within TIM, by a management system that starts with the Group

Social Responsibility Policy available at www.telecomitalia.com and trade union agreements,

and is based on detailed monitoring procedures that required the presence of workers’

representatives), the social risks most closely connected with the telecommunications

business come from:

= breaches of network security and privacy systems, with consequent access to personal
and sensitive data, to mitigate which TIM has equipped itself with a specific organisational
structure and skills to predict and combat such breaches;

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

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

ENVIRONMENTAL RISKS

This area includes two types of risks:

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

The first type of risks, which is a threat to the operation of the company, is considered and

monitored carefully by means of appropriateBusiness Continuity strategies and procedures

(see The business continuity management system section of this chapter).

As regards the potential environmental damage caused by the Company, the delivery of

telecommunications services does not pose serious risks, other than those associated with

the supply chain:

= the indirect risks arising from energy use - as TIM is not an energy producer, the only
mitigation tools available to the Company are to optimise its energy consumption
(discussed in the chapter Safeguarding the Environment) and to select suppliers (discussed
in the Digitisation, connectivity and social innovation//Suppliers chapter);

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

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

= new generation network coverage;

= supplier sustainability;

= reducing energy consumption.

(see Digitisation, connectivity and social innovation/Suppliers and Appendix).

THE ENTERPRISE RISK
MANAGEMENT SYSTEM

[G4-2], [G4-14]

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

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

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

- the Risk Tolerances represent the level of risk the Company is willing to assume, with

reference to the individual objective categories (strategic, operational, compliance,
reporting)2.

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

1. Risk Appetite and Risk Tolerance Definition

2. Risk
Assessment

4. Monitoring
Controlling and
Performance
Evaluation
3. Risk
Response

= Risk Assessment: this phase covers the identification, definition and assessment of
the risks. It starts with the fine-tuning of the Risk Universe, namely the document that
contains the description of the main characteristics of all the risks identified; the risks are
presented, in interviews, to the process owners who, together with Risk Management,
assess their severity and document the mitigating actions in order to position them on a
specific 3X3 matrix (Risk and Control Panel - R&CP). The matrix dimensions are:
- the “level of inherent risk”, namely the level of variance with respect to the Business
Plan deriving from the occurrence of an event (risk);
“monitoring level”, based on the evaluation of the mitigating actions implemented.

This matrix allows the action priorities for the mapped risks to be set. All the risks assessed

as High in the R&CP matrix form the Corporate Risk Profile (CRP). The CRP risks that have

a partial or non-existent monitoring level are subject to a Root Cause Analysis aimed at

grouping related risks into homogeneous improvement areas. The positioning of the risk

in the matrix described above is also the result of:

- collaboration with the Compliance department, which considers the monitoring level
with regard to non-compliance aspects and

- synergies with the Audit Department relating to the evaluation analysis of the
suitability and efficiency of the mitigating actions identified.

= Risk Response: the aim of this phase is to identify and implement the strategic options for
responding to risk and to bring the risks back to or maintain them at acceptable levels.

12013 CoSO Definition

2 According to the CoSO definition
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The responsibility for identifying and implementing the risk response lies with the Process
Owner, with the support of RM to overcome the monitoring gaps identified in the Risk
Assessment phase. A suitable risk response must be defined for each risk, in line with the
action priority represented by its positioning in the Risk & Control Panel. The Risk Response
is broken down into the following “sub-phases”:
- planning;
- execution;
- stocktaking and measuring of the performances.

= processing of Reporting flows: when each ERM process cycle is completed, the overall
risk profile is represented, with reference also to the effects of the mitigation actions.
All this information represents an input for the new business planning and therefore the
definition of the Risk Appetite and the related Risk Tolerances.

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

THE BUSINESS CONTINUITY MANAGEMENT
SYSTEM

[G4-EC7], [G4-EC8] TIM pays attention to Business Continuity: a key element for protecting

the value and reputation of the Group in delivering its services/products and in full compliance

with the terms of its contracts with customers, industry regulations and, more generally, in

accordance with the relevant international methodologies and standards.

At Group level, TIM adopts a Business Continuity Management System (BCMS) as a control and

management model for the operational continuity of the processes also through prevention

activities, considering both the technological aspects (IT systems, networks, facilities, etc.)

and the organizational ones ( Human Resources, contractual constraints, logistical aspects,

etc.).

The BCMS follows the indications contained in the international standard of reference for

Business Continuity, namely ISO 22301, which emphasises, inter alia, the importance of:

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

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

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

= disseminating the Business Continuity culture;

= managing communications between the parties involved regarding Business Continuity
themes.

The BCMSis based on the Plan-Do-Check-Act Deming Cycle and is broken down into four
phases: Governance & Planning (Plan), Execution (Do), Performance Evaluation (Check) and
Improvement (Act).

At the Governance&Planning stage, the Group examines the relevant context, identifying the
needs of the Company and its Stakeholders, as well as the contractual/regulatory constraints
on Business Continuity. Based on these elements and the Risk Tolerance and Risk Appetite, the
Company determines the scope of the Policy and the main strategic objectives for Business

1 “Business continuity” is understood to mean the ability to ensure continuity of service, based on predefined and
acceptable levels, following a disruptive incident.
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Continuity. This preliminary analysis goes on to identify the processes/services that are most

important for the Company and the resources supporting the ongoing availability of these

processes and services. The activities carried out at this stage allow a Business Continuity

strategy to be devised that guarantees an appropriate response for each process and service,
in terms of operating levels and acceptable recovery times during and after a damaging event.

This stage includes, inter alia:

= the Business Impact Analysis (BIA), which is an assessment of the impact on the business
where significant events occur that may affect business activities and the delivery of
services.

= the Risk Assessment (RA), according to the model adopted in the ERM and aimed
at identifying and assessing threats that may affect corporate assets, making them
unavailable for a more or less long period of time;

= identification of the Risk Profile resulting from the BIA/RA joint assessment;

= the Business Continuity strategies following the Risk Profile analysis based on the Costs/
Benefits evaluation.

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

An overall analysis of the performances of the BCMS (Performance Evaluation stage) is
planned at least annually, in particular analysing:

= actual data (incident history) regarding recovery times and economic impacts of events;
= operational test data;

= internal assessments;

The Performance Evaluation is used to identify any corrective actions to be undertaken (e.g.
specific initiatives for risk prevention, procedural reviews, etc.). The Improvement phase
obtains the results of the Performance Evaluation phase and any corrective actions to be
taken are defined. These are then presented to the Company’s Executive Directors for a
periodic Management Review.

In this phase the Company’s Executive Directors:

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

= assess and approve any corrective actions.

The possible corrective actions to be taken, the policies and the objectives of Business
Continuity result in the continuous improvement of the BCMS.
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The new approach to sustainability adopted by TIM defines a different way to respond to the
social needs expressed by stakeholders, as well as the economic ones of the Company, and
to interpret the role of the business in society based on an awareness that there can be no
long-term economic development unless it guarantees an improvement in social welfare and
the protection of natural resources at the same time. The latter consideration is particularly
relevant for TIM and the ICT sector in general, especially where digital technologies are

concerned, as these are increasingly emerging as a key factor and enabler for the country’s
economic and social growth.

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

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

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

During 2015, in order to complete the move to Shared Value undertaken in 2014, the CSV
department devised the TIM Corporate Shared Value Model, which was validated by
PricewaterhouseCooperin 2016, as described at the beginning of this report. In fact, in addition
to increasing the range of indicators to measure and record the risks and performance of the
company, in order to allow more informed decisions to be taken, both internally and externally,
the Company decided to validate its CSV reporting and measurement system, submitting
the TIM Shared Value Model to validation by PricewaterhouseCooper Advisory S.p.A. (PwC),
already the Group’s auditor.

More generally, the TIM model identified three areas of action to respond to the country’s
needs, through technologies, skills and specific projects. The three areas identified ar:

= digitisation, connectivity and social innovation;

= digital culture;

= environmental protection.

Considering in particular the close association between Corporate Shared Value and business,
reflecting the over-arching nature of the CSV model, TIM defined a new enhanced structure by
involving the company’s main departments and drawing up a CSV organisational procedure.

Stakeholder involvement, which includes listening to their requests, is one of the pillars of
TIM’s sustainability model. The multi-stakeholder approach aims to garner their contributions
for innovative activities and projects the Group could implement. This activity also takes place
during the multi-stakeholder forum. The most relevant project suggestions are shared with
the business departments and senior management and, if there is a convergence of interests,
they find a commercial outlet.

This approach allows us to achieve major benefits, including:

= better risk management;

= high level of product and process innovation;

= better knowledge of the contexts in which the Group operates;

= scouting for the best market opportunities.
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The development of the CSV strategy within the Company is constantly evolving and is
principally based on the following drivers:

updating the strategic areas of intervention;

supplementing the strategic guidelines of the CSV in the business strategy guidelines;
using social marketing guidelines to support the development of offers and services
producing shared value;

using CSV themes as positioning drivers in terms of both market and brand communication;
monitoring the impact of CSV on the Group’s reputation.

MONITORING THE CORPORATE SHARED VALUE

From 2014 to 2016, Ipsos has carried out a survey for TIM, focussed on monitoring Corporate
Shared Value, with a view to measuring:

the level of awareness and value attributed to CSV;

the opinion on TIM and other major Italian businesses;

the opinion on the foundations and knowledge of the link with the major Italian
businesses;

the knowledge and assessment of the individual projects promoted by TIM and
Fondazione TIM.

The survey recorded the opinion of various stakeholders:, reporting the following results:

for 2016, a different, more evolved reference scenario for matters of Corporate Social
Responsibility. Both from the viewpoint of the population and the opinion leaders,
increasingly high expectations are recorded with regards to businesses, in terms of
undertakings in this specific area. It is considered, in fact, that there is growing attention
and awareness of sustainability matters by consumers, facilitated by an increasingly rapid
dissemination of information that, in turn, progressively exposes the action taken by
businesses with regards to consumers. Thus a further evolutionary dynamic is seen, which
more closely connects sustainability as a central element of reputation.

! namely: population aged between 18 and 64 years old; teachers at primary, secondary schools and colleges; students
aged between 14 and 19 years old; managerial class (freelance professionals, managers, entrepreneurs, etc.) and opinion
leaders, i.e. representatives of the voluntary sector, the academic world, the economic-financial world and journalists.
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SUSTAINABILITY INITIATIVES BUSINESS REPUTATION

GROW OR DECLINE TOGETHER

because in a complementary fashion they are the inputs to a
circuit that may be virtuous or vicious

if the csr initiatives taken by a business are not if the business reputation is not positive, the
credible, the impact on the reputation will be nullor ¢4 credibility of its csr initiatives will be inconsistent or
will have a boomerang effect even negative

= the evolution route of the paradigm of responsibility linked to the maturation of a new
awareness on its fundamental role for the enterprise:

the concept of the idea of SOCIAL RESPONSIBILITY but we have now reached an idea of
CHARITY has been developed SUSTAINABILITY
@ B ¥
----------------------------- AR e L L L LR Dbt 2

whereby a business considered and ~ whereby the company becomes aware in which the business becomes aware
sought to present it self as a generous  of being an organism that livesinan  that csris in actual fact an economic

benefactor, looking to benefit in environment for which it is jointly and financial instrument and has an
terms of image, is now outdated responsible and which it helps to impact both on business and on
preserve long-term sustainability
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In the specific case of TIM, a positive opinion is confirmed on the undertaking in terms of

Corporate Shared Value: the percentage of those expressing a positive judgement grows from
38% in 2014 to 43% in 2016.

public
Assessment of the Group’s social responsibility opinion
values %
]
- - T I M B Positive Neither positive nor negative Negative
2014 32 30 +8
2015 27 30 +13

Fondazione TIM has also recorded a positive trend as expressed in the graph below.
Opinion on Fondazione TIM
2014 61 27 12 +49

2015 59 28 13 +46

2016 69 19 - +57

The results achieved in 2016 are even better because they are recorded in a context where
stakeholder expectations are more challenging, in a more timely, aware, circular framework
of analysis.
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[G4-34], [G4-42] Responsibility for monitoring the Group’s socio-environmental issues and
identifying CSV projects and initiatives rests with the Corporate Shared Value department,
which:

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

= periodically reports to the Control and Risk Committee.

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

[G4-48] The sustainability report, including the materiality analysis, is the responsibility of the
Chairman of the Board of Directors and is submitted for approval to the Board of Directors.
[G4-47] During 2016, the Board of Directors met the representatives of the CSV department
one time.

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

[G4-37] Just as the responsibility for dealing with each socio-environmental issue is assigned
to the department that is operationally responsible for dealing with that issue, stakeholder
consultation is delegated to the departments that are operationally responsible for dealing
with the company’s stakeholders. The various involvement initiatives are listed in the
Stakeholder Engagement section of this report.
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Sustainability indexes are stock indexes in which securities are selected on the basis of
economic-financial parameters as well as social and environmental criteria. The selection
process is carried out by specialised agencies that assess companies on the basis of publicly
available information or questionnaires, taking account of opinions expressed by the media
and stakeholders. Inclusion in these indexes is an important achievement for companies
because of the positive effects on their reputation and because, in addition to the pension
funds and ethical funds, an ever increasing number of investors favour these sustainable
companies, considering them to be less risky and more promising in the medium to long term.
Taking part in the process of evaluation is, moreover, a timely moment for reflection within
the Company on the results achieved. In fact, the suggestions of the rating agencies at the
end of the process are taken into careful consideration when planning improvement actions
in the future.

In 2016 TIM, was included for the thirteenth year running in both the sustainability index
categories of the Dow Jones (Dow Jones Sustainability Index World and Europe) and is
industry leader in its sector, the only Italian company to receive this recognition. TIM has been
included in the Financial Times Stock Exchange for Good (FTSE4Good) Global and Europe
series since its inception.

TIMis also included in the following indexes:
= Euronext Vigeo Eiris:
- Europe 120
- Eurozone 120
=  STOXX® Global ESG Leaders Indexes:
- ESG Leaders
- ESG Environmental Leaders
- ESG Governance Leaders
- ESG Social Leaders
= Ethibel Sustainability Indexes (ESI):
- Excellence Europe
- Excellence Global
= ECPI Indexes:
- ECPI Euro Ethical Equity
- ECPI EMU Ethical Equity
- ECPI Euro ESG Equity
- ECPI Global Developed ESG Best in Class Equity
- ECPI World ESG Equity

TIM, finally, is classified as “prime” in the OEKOM rating and “industry leader” by the
Sustainalytics report, and ‘qualified’ in rfurating.

Finally, TIM has for many years been among the most proactive Italian companies in the
Carbon Disclosure Project (CDP).

Tim Participagdes, the listed holding company of the TIM Brasil Group, has had its position
confirmed in the ISE (indice de Sustentabilidade Empresarial) index, managed by BM&F
Bovespa (the Sdo Paolo stock exchange) together with the Brazilian Environment Ministry
and other financial sustainability organisations.

The main awards won by TIM concerning sustainability and its communication, include the

following:

= first place in Italy and Europe, in the TLC sector, in the 2016 Webranking by Comprend,
which assesses and rewards the quality of online financial and corporate communication.
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The survey, carried out every year by Comprend, working with Lundquist, considered the
70 biggest Italian companies and the 500 biggest European companies by capitalisation;

= National Innovation Award 2016 assigned by the Presidency of the Council of Ministers.
TIM’s ability to innovate its portfolio of solutions and services, the innovation management
process, the innovation-driven corporate culture and the ability effectively to transform
innovation projects into services that support citizens, businesses and public organisations,
were all assessed;

= Top Employers 2016 certification (for the fourth year running), awarded annually to the
best companies in the field of HR management. The research, conducted by the Top
Employers Institute, verified and certified the excellence achieved by TIM in the field of
Human Resources based on several criteria, including talent strategy, workforce planning,
performance management, leadership development, remuneration and benefits;

= recognition of TIM as the only Italian company in the top 25 European multinationals
interested in partnerships with young businesses. The research conducted by Fondazione
Nesta and Startup Europe Partnership;

= second place for the best online section dedicated to Career/Work with us content in the
Online Talent Communication 2016 ranking by Swedish research institute Potentialpark.
The research looked at the best Employer Branding communication in Italy via four
contact channels: the site dedicated to company career opportunities; Social Media,
mobile communication, including apps; the online application system;

= Best Performer in the Best Employer of Choice 2016 ranking conducted by Cesop, which
every year assesses the most sought after companies by new graduates based on a
statistically representative sample;

= third place in the “international best online report” category for the Company Profile
2016 “Digital life and society” at the Corporate & Financial Awards 2016 organised by
Communicate Magazine

STAKEHOLDER ENGAGEMENT

TIM believes it is fundamentally important to consider the opinions and expectations of its
stakeholders, namely the parties who for various reasons have an interest in the company’s
activities.

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

= customers

= institutions

= competitors

= environment

= community (including associations, universities, world of education, media, start-ups)

= suppliers

= shareholders

= human resources

For TIM, listening to its stakeholders means improving its understanding of their demands and
priorities regarding key aspects of its strategy, and gathering contributions on the potential
areas of development of the strategy itself, with a view to improving the ability to create
shared value between the Company and its stakeholders.

This is the purpose of the multi-stakeholder forum 2016, organised for the second year
running, on 18 October 2016, at the TIM Space in Milan.
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Multi-stakeholder Forum

The forum is a listening and involvement tool that promotes integration between the

demands of the various stakeholders involved, allowing the company to receive contributions

that consider the various perspectives while at the same time providing an integrated vision

of the various expectations and priorities.

The 2016 forum focused on three objectives:

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

= gathering the assessments and opinions of stakeholders about potential future scenarios
regarding the matters discussed during the meetings;

= gathering actual suggestions and proposals about what the Group - and all the relevant
actors - can do to contribute to these matters with a view to creating shared value.

In establishing the method used to run the forum, the principles of the international

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

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

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

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

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

Finally, provision was made for the presence of a representative of PricewaterhouseCoopers, the

company in charge of auditing the Sustainability Report.

The participants were identified by involving the internal departments of TIM. In particular,

stakeholders from the customers, institutions, suppliers, communities and the environment

categories were involved.

Furthermore, in order to ensure the full representation of the various interests involved,

stakeholders with different points of view on the issues were identified:

= directly impacted stakeholders, such as customers and suppliers to the Group; community
representatives with a direct interest in TIM’s activities, e.g. local institutions, schools and
associations;

= stakeholders with technical and scientific knowledge about the topics, such as universities,
research centres, opinion leaders.

Selection of topics for discussion

The first point of reference for determining the topics to be dealt with by the forum was the
2015 materiality matrix, which was revised in 2016 in light of the most significant Sustainable
Development Goals (SDGs) for TIM.

The materiality matrix is where the demands, objectives and expectations of the external
reference context on the one hand meet with the strategies and commitments of TIM on the
other. Every year, this leads to the key issues on which further work is needed being identified,

! The employees category was not involved because the reference standard AA1000SES adopted when organising the
forum excludes the presence of people who have been employed by the Group or have had any kind of professional
relationship with it. The investors and competitors categories were instead involved by the Group using alternative
listening tools to the forum, as described in the respective paragraphs.
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both to ensure consistency with internal objectives and to fulfil the needs of the external
context and the Company’s stakeholders.

With regard to the external context, consideration was given in 2016 to the SDGs where TIM
can contribute to providing a concrete response with its ICT solutions, including in the fields
of “Good Health” (n°3), “Quality Education” (n° 4), “Decent Work and Economic Growth” (n°8),
“Innovation and Infrastructure” (n°9), “Sustainable Cities and Communities” (n°11).

The key issues thus identified were grouped by similarity and assessed in the following
workshops:

= competitiveness and innovation

= quality of services

= smart living

= technology for the environment

= digital culture

= informed use of the internet

Proposals for action

During the forum, the process used by TIM to consult stakeholders, gather their proposals
and translate them into concrete actions to create shared value is shown in the image below.

The process for gathering proposals for action
Fs INTRODUCTION MULTI-STAKEHOLDER @\
@ DOSSIER FORUM £aR
To inform participants about the projects To translate TIM’s strategy in various fields

already launched by TIM, and the into a series of concrete actions that TIM
respective strategies, for each workshop. ™ can launch “immediately”

% DETAILED PRE-SELECTION OF
EXAMINATIONS == PROPOSALS FOR ACTION 2%

To involve internal departments and the
main relevant stakeholders in a reflection
on the selected proposals for action and
examine them in detail

The stages of the process are described below:

In order to select the actions proposed
during the Forum which are most consistent
with TIM’s strategy and can be submitted for
assessment by internal departments

1. Each forum participant was sent a dossier introducing the topic of their workshop, also
containing the projects carried out by TIM on the specific topic, with the aim of facilitating

active and informed involvement.

2. After having envisaged some future scenarios for each of the topics considered to be most
significant by each workshop, the stakeholders suggested concrete actions that TIM could
promote and undertake as a national company together with other relevant parties. 17
proposals for action emerged from these workshops.

3. After the forum, 17 proposals for action were analysed and assessed according to three

criteria:
= business potential;

= potential for stakeholder engagement, with particular reference to the ability to generate

systemic projects with key players;
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= potential to create shared value.
Nine proposals were found to be most relevant for TIM, as shown in the diagram below.

4. With regard to the proposals for action judged to be most relevant, TIM undertakes to
engage in detailed analysis with the main stakeholders in order to concretely determine the
subsequent action plans.

THE SELECTED PROPOSALS FOR ACTIONS

Sensoristica loT per le situazioni d’emergenza [loT sensors for emergency situations] is a
research and development plan for natural disaster prevention, knowledge and management.
The aim is to “add” intelligence and connectivity wherever people live, using a widespread
system of sensors.

Modelli predittivi per le situazioni di emergenza [Predictive models for emergency
situations] is concerned with promoting a dialogue with the relevant stakeholders on the joint
development of models that are able to study and extract meaning from historic information,
acting as predictive models to manage emergency situations in advance.

Quartiere connesso [Connected district] is concerned with establishing a set of common
standards for the uniform reporting of data from each individual home, with a view to creating
“home networks”, allowing each individual user to communicate with household appliances
and other users for security, energy efficiency and reducing food waste.

Dispositivi indossabili per la salute [Wearable devices for health] is a platform for the
interconnected management and real time monitoring of people’s vital signs (e.g. body
temperature, blood pressure, respiratory rate), establishing communication between
(wearable) accessories, patients and health care facilities.

Sensoristica loT per ottimizzare i flussi di traffico [loT sensor systems to optimise traffic
flows] is a programme to develop a system of sensors and an integrated platform for
monitoring and checking the data collected, to be installed across cities in order to ensure
the efficient management of traffic flows based on various parameters (e.g. the behaviour of
citizens, environmental conditions, car park occupancy).

Laboratorio per la realta aumentata [Laboratory for augmented reality] aims to test learning
(in terms of content and meta-cognition) through Augmented Reality, in order to test new
models of teaching and create a network of “ambassadors” who can transfer results to the
“more peripheral” schools.

Bottone SOS [SOS Button] aims to develop an App to allow under-18s to call a specific
“switchboard” to report events and risks including cyber-bullying, child pornography and the
sharing of intimate video images. The App will allow the information provided by the user to
be recorded and mapped (personal details, geographic area...) and sent to the relevant body.

StaySafe Community is a community of teachers and students involved in continuous
education and training on Net security.The information material is developed directly within
Italian schools, working with teachers and students, and is then published on the platform.
The families of students can access a dedicated space to find the latest information on this
subject.
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Accademia per lo sviluppo delle competenze digitali degli insegnanti [Academy for
developing the digital skills of teachers] is a centre of excellence for training teachers,
consisting of significant players in the Italian educational system, for testing new models of
teaching enabled by the new technologies now available, using research-action methods,
aimed at creating and testing new forms of teaching in the field.

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

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

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

At the end of the feasibility analysis and verification process, TIM decides which solutions
to offer and which projects and initiatives to undertake. Stakeholder involvement continues
beyond this to monitor and adjust the initiatives.

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

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

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

The Investor Relations department develops and manages, on daily base, relationships with
all types of investor: both institutional and retail investors (including individual shareholders
associations), bondholders, socially responsible investors and equity and credit analysts. In
2016 TIM organized quarterly conference calls, road shows abroad, meetings at the Company’s
main offices, participation to industry-related conferences. More details are available on TIM
Group 2016 Annual Report, (see Information for Investors).

TIM financial communications activities also consider the needs of investors linked to socially
responsible investing which are interested in environmental protection, Human Rights
respect and corporate governance issues. Investor Relations supports Corporate Shared
Value department during dedicated meetings and conference calls with socially responsible
investors.
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As regards relations with individual (retail) shareholders - more than 480,000 holders of
ordinary shares - TIM developed specific communication strategy. In 2006, the “TI Alw@
ys ON” (www.telecomitalia.com/individuali) Shareholders’ Club was launched as a virtual
meeting place between the Company and its individual investors. Access to the Club is
completely free of charge and allow to receive financial news (weekly stock market report,
sms alert,...)
On line communicationisthe main way to update financial community: Investor channel (www.

telecomitalia.com/investor) is constantly updated with quarterly financial presentations,
Semi-Annual and Annual Reports, AgM documents and financial investor calendar.

[G4-26], [G4-27] The Group’s main stakeholder engagement initiatives taken in 2016 are

summarised below. In the diagram:

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

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

= the “dialogues” column refers to the discussions and ongoing and stable cooperation
between the Group and stakeholders;

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

Each initiative mentioned in the table is accompanied by reference to the relevant chapter

and section of this report in which the initiative is discussed in detail.
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ENVIRONMENT

COMMUNITY

INFORMATION

Product environmental
declarations for customers-
TIM eco-friendly (Safeguarding
the environment /TIM eco-
friendly)

In 2016 information and
training activities continued in
order to spread computational
thought in schools with the
Programme the Future project
implemented by CINI. (Digital
Culture/Digital Culture projects)

In 2016, to inform an ever
broader and heterogeneous
audience about the positive
impacts of digital innovation in
daily life, TIM produced Start!,
a television programme on

Rai 2 with 10 episodes with an
average share of 6.4% (Digital
Culture/Digital Culture projects)

Navigare Sicuri [Surf safely],

a digital platform (app and
website) to raise awareness on
the risks of the web providing
children, parents and educators
with recommendations on 3
respective macro areas. (Digital
Culture/Digital Culture projects)

TIM Netbook: the interactive
and open data publication

to improve transparency in
the development of network
infrastructure and encourage
the development of digital
projects. (Digitisation,
Connectivity and Social
Innovation/A group with
strategic value)
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INITIATIVES

CONSULTATION

Once again, in 2016 TIM
organized the multistakeholder
forum aimed at strengthening
the understanding of demands
and priorities and mustering
innovative contributions
(Corporate Shared Value/
Stakeholder Engagement)

Once again, in 2016 TIM
organized the multistakeholder
forum aimed at strengthening
the understanding of demands
and priorities and mustering
innovative contributions
(Corporate Shared Value/
Stakeholder Engagement)

| DIALOGUE

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

and ETNO) (TIM Group/The
Corporate Governance System)

CORPORATE SHARED VALUE

PARTNERSHIP

Active participation in the Peer
Learning Group on Business
and Human Rights, set up
within the Global Compact
Network Germany (Human
rights/TIM’s commitment)

TIM develops numerous
co-design partnerships with
the main global players,
innovative start-ups, important
universities and European

and North American research
centres, non-governmental
organizations and civil

society, many in accordance
with Open Innovation
principles. The initiatives
include: Joint Open Lab (JOL),
collaborative environments

of Open Innovation with

some Italian universities of
excellence; the URBeLOG
project funded by MIUR
relating to the Smart City; the
WithYouWeDo collaboration
with unaiutosubito.org to raise
funds for earthquake victims
(Digitisation, Connectivity and
Social Innovation/ Research and
development and innovative
services)

Active participation in the Peer
Learning Group on Business
and Human Rights, set up
within the Global Compact
Network Germany (Human
rights/TIM’s commitment)
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INFORMATION

The first half of 2016 saw the
launch of the TIM Academy, an
innovative approach to learning
and the sharing of knowledge
within the company.

2016 also saw the launch of the
video series “5 domande a” [5
questions for], video interviews
with the top managers to
disseminate the Company’s
commercial strategy; TIM
People APP, the app version

of the Intranet. (People of TIM/
Internal communication)

In 2016, training activities on
Respect for Human Rights
continued with the supplement
of an online course (Being
sustainable at TIM/Human
Rights and TIM People/
Training).

The Company continued with
its significant commitment to
provide safety training to all
company staff with different
programmes based on the risks
to which workers are exposed
(TIM People/Health and safety)

Internal communication
activities (TIM People / Internal
communication)

In 2016, an online and in the
classroom training course

was provided on Antitrust
regulations for around 3,000
employees selected from the
various company departments,
mainly technical and
commercial departments. (TIM
Group/The reference context)

INITIATIVES

CONSULTATION

“Idea sharing”, the internal
crowdsourcing contest allowing
colleagues to propose projects
and win the opportunity

to implement it with new
resources and dedicated

time. (People of TIM/Internal
communication)

Initiatives to improve the
management of diversity in
the Company (People of TIM/
People Caring)

DIALOGUE

Mailboxes, Intranet, blogs,
virtual communities,
multimedia conventions to
communicate with employees.
2016 also saw the launch
of TIM Smart Corners to
encourage learning and
networking within the
company through informal
short meetings with expert
colleagues

(People of TIM/Internal
communication)

Information and discussion
sessions with trade unions on
matters of interest which have
led in some cases to the signing
of specific agreements (TIM
People /Industrial Relations).

Counselling service for dealing
with personal difficulties or
problems at work experienced
by employees (TIM People/
People Caring)

PARTNERSHIP

Selection and training
programmes implemented with
research centres, universities,
associations and foundations in
the voluntary sector, including
collaboration in post-university
study courses through 4
master’s programmes related
to TIM’s business (TIM People/
Training)

Sponsorship of the Tim Chair
in Market Innovation at the
Bocconi University of Milan, as
part of the Master’s Degree in
Economics and Management
of Innovation and Technology
(EMIT). (TIM People/Training)

Volunteering initiatives with
the involvement of employees
and external partners (TIM
People/ People Caring)

“Network Scuola Impresa”
project in collaboration with
some secondary schools. In
particular, with regard to the
School-Work Alternation
theme, TIM signed up for the
Assolombarda “Alternanza
Licei - Imprese TLC”

pilot project (TIM People/
Collaboration with Universities)

Active participation in the Peer
Learning Group on Business
and Human Rights, set up
within the Global Compact
Network Germany (Human
rights/TIM’s commitment)



CUSTOMERS

INFORMATION

Information on the Service
Charters and General
Conditions of Subscription
via the Group’s websites (The
TIM Group/TIM’s System of
corporate governance)

Information regarding tools for
the safe use of the Internet and
for combating computer abuse
(Digitisation, connectivity and
social innovation/Customers)

TIM Netbook: the interactive
and open data publication

to improve transparency in
the development of network
infrastructure and encourage
the development of digital
projects. (Digitisation,
Connectivity and Social
Innovation/A group with
strategic value)

Exchange of information and
documentation with suppliers
via the “Vendors hub” portal,
which in 2016 had around 3900
enabled sellers (Digitisation,
connectivity and social
innovation/Suppliers)

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

TIM Netbook: the interactive
and open data publication

to improve transparency in
the development of network
infrastructure and encourage
the development of digital
projects. (Digitisation,
Connectivity and Social
Innovation/A group with
strategic value)

TIM
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INITIATIVES

CONSULTATION

Customer satisfaction is
systematically measured
(Digitisation, connectivity and
social innovation/Customers)

Once again, in 2016 TIM
organized the multistakeholder
forum aimed at strengthening
the understanding of demands
and priorities and mustering
innovative contributions
(Corporate Shared Value/
Stakeholder Engagement)

Tenth survey of satisfaction
with the Purchasing
department, and more
generally with TIM, conducted
among the Group’s main
suppliers (Digitisation,
connectivity and social
innovation/Suppliers)

Self-assessment questionnaire
sent to the most risky suppliers,
in terms of sustainability,
during the qualification

stage and, periodically, to
qualified suppliers (Digitisation,
connectivity and social
innovation/Suppliers)

Once again, in 2016 TIM
organized the multistakeholder
forum aimed at strengthening
the understanding of demands
and priorities and mustering
innovative contributions
(Corporate Shared Value/
Stakeholder Engagement)

| DIALOGUE

Collaboration with consumer
protection associations
(Digitisation, connectivity and
social innovation/Customers)

Use of web-based tools on
social networks by customer
care operators to talk to
customers and share their
knowledge

(Digitisation, connectivity and
social innovation/Customers)

Collaboration areas dedicated
to the main suppliers available
on the Vendors Hub portal,
which in 2016 had around 3900
enabled sellers (Digitisation,
connectivity and social
innovation/Suppliers)

CORPORATE SHARED VALUE

PARTNERSHIP

Participation in national

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

on the issue of protecting
children from potential abuses
carried out via the Internet
(Digitisation, connectivity and
social innovation/Customers)

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

Active participation in the Peer
Learning Group on Business
and Human Rights, set up
within the Global Compact
Network Germany (Human
rights/TIM’s commitment)

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

Active participation in the Peer
Learning Group on Business
and Human Rights, set up
within the Global Compact
Network Germany (Human
rights/TIM’s commitment)

Signing of the agreement
with Ericsson to launch the
“5G for Italy” programme to
implement innovative projects
enabled by 5G technology.
(Digitisation, Connectivity and
Social Innovation/A group with
strategic value)
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®

SHAREHOLDERS

®

INSTITUTIONS

COMPETITORS

INFORMATION

The “TI Alw@ys ON”
shareholders’ club
(telecomitaliaclub.it) provides
important information to
individual investors and the
general public (Corporate
Shared Value/Stakeholder
Engagement)

Online financial
communication through the
Group’s website (Corporate
Shared Value/Stakeholder
Engagement)

TIM Netbook: the interactive
and open data publication

to improve transparency in
the development of network
infrastructure and encourage
the development of digital
projects. (Digitisation,
Connectivity and Social
Innovation/A group with
strategic value)

INITIATIVES

CONSULTATION

Periodic qualitative-
quantitative researches

to analyse the strength

of the Group brands, the
image of the providers of
telecommunications services
and mobile telephony, the
reputation of the providers
(The TIM Group/ The reference
context)

DIALOGUE

Three monthly conference
calls, meetings at institutional
offices of the Group (reverse
road shows), participation in
sector conferences (Corporate
Shared Value/Stakeholder
Engagement)

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

Dialogue with the OLOs

on commercial issues and
regarding implementation of
the Undertakings (The TIM
Group/The reference context)

Constant dialogue with

the Authorities (AGCM and
AGCOM,) (The TIM Group/ The
reference context)

The Group is a member

of numerous federations,
associations and organisations,
both nationally and
internationally (TIM Group/The
reference context)

PARTNERSHIP

Agreements and partnerships
with Municipalities for TIM’s
digital inclusion projects

and initiatives, for the
dissemination of the digital
culture and collaborative
projects as part of the smart
city initiative. (TIM Group/The
reference context)

“Dono per...” a limited liability
consortium company founded
by TIM, Vodafone Italia and
Wind, that deals with all
initiatives for the raising

and distribution of funds for
charity as well as loans to
political parties or movements.
(Digitisation, connectivity and
social innovation/R&D and
innovative services)

“Manifesto for the timely
deployment of 5G in Europe”
for the development of

5G technology from 2018.
(Digitisation, Connectivity and
Social Innovation/A group with
strategic value)
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MATERIALITY ANALYSIS

MATERIALITY MATRIX

[G4-18a], [G4-18b] In 2016 as well, the materiality analysis process was conducted according
to the GRI G4 requirements, in order to identify topics that are most relevant to the socio-
environmental and economic impacts generated by business activities both inside and
outside the organisation.

Identification of relevant topics

As stated inthe “Guidelines for updating the TIM materiality analysis” and in the Review section
of 2015 Sustainability Report:, preparatory activity was carried out regarding the validity of
the issues that emerged the previous year. This activity involved a specific comparison with
various national and international sources of information, both public and private, inside and
outside the Group? and a comparison with sector practice benchmarks.

Atthe end of this initial screening, TIM was able to draw up a list of relevant topics representing

the following macro areas:

= direct and indirect economic impacts;

= business ethics and promotion of Human Rights;

= responsible management of the supply chain;

= risk management and Public Policy;

= market position and customer protection;

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

= compliance with national and international regulations;

= initiatives for local Communities;

= responsible management of energy resources and waste.

Assignment of priorities

The assignment of priorities among the topics emerged, led to the identification of the
material issues to be disclosed.

During this phase, TIM assessed the importance of the topics identified from an external
and internal viewpoint. The latter was provided by the main departments of the company
following a specific assessment of the topics for analysis.

[G4-26] The updated assessment of relevance from an external point of view was produced
by a specific stakeholder listening activity aimed at gathering the perceptions of authoritative
Group stakeholder representatives. At the 2016 multi-stakeholder forum, which involved
nearly 40 representatives of the main external stakeholder categories, participants were

* Sustainability Report 2015: “The review phase is due to take place as a preparatory stage prior to the next reporting cycle,
with the aim of submitting the results of the analyses carried out, updated in the following year, to specific stakeholder
engagement activities. The Group has drawn up the “Guidelines for updating the materiality analysis of TIM” pursuant
to the GRI G4 in order to establish a transparent structure for the analysis process. The document provides guidelines
for the activities to be carried out, establishing timetables and the roles involved in the process.”

2For example: Digital Economy and Society Index of the European Union, the Polytechnic of Milan’s Digital Agenda
Observatory reports, the “Fair and Sustainable Welfare in Italy - 2014” report promoted by the National Council for
Economy and Labour and ISTAT. “ICT and Sustainable Development: a materiality assessment for the ICT industry”.
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presented with material issues for the Company’s strategy in order to identify an order of
importance . The stakeholders, subdivided into theme-based working groups based on their
interests and skills, expressed their views regarding the matters discussed by their working
group. The use of parametric qualitative and quantitative scales ensured the uniformity of the
assessment.

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

QuALITY
EDUCATION

Investments in  Quality of the service and
infrastructure customer satisfaction

business continuity

data security

Management of the Health
protection Sector

and Safety of workers

Solutions for a .

Promotion of respect
for human rights

15 PEACE, JUSTICE
AND STRONG
IRSTITUTIONS

'

® O Corectnessof corporate conduct

DECENT WORK AND H
ECONDMIC GROWTH Disaster response and .

Internet safety,
particularly for minors

Management of the workforce, ® lowcarbon& Social digital
generational renewal and Economic impact at  circular economy
promotion of talent local level and on

communities .

@ Environmental protection @ Digitisation @ Digital culture People

Per completezza di informazione, per ’Azienda sono materiali anche i temi:
= performance economica e finanziaria;
= gestione delle risorse energetiche.

The health and safety of workers and staff management may appear to be material issues
only for employee stakeholders. In actual fact, these issues directly involve government local
offices and the communities where the Group operates and indirectly all the stakeholders
who come into contact with the Group’s employees.

1 Each participant was provided with an information folder prior to the forum for a better understanding of the topics

discussed.

Privacy and ® Solutions for the digital
evolution of the PA,
businesses and Voluntary

..........
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Validation

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

Review

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

The Group has drawn up the “Guidelines for updating the materiality analysis of TIM”
pursuant to the GRI G4 in order to establish a transparent structure for the analysis process.
The document provides guidelines for the activities to be carried out, establishing timetables
and the roles involved in the process.

Boundaries

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

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

= Correctness of corporate conduct

= Promotion of respect for Human Rights inside and outside the Company

= Quality of the service and customer satisfaction

= Solutions for a low carbon & circular economy

= Economic impact at local level and on communities

= Management of the health and safety of workers

= Management of the workforce, generational renewal and promotion of talent

On the other hand there are topics that are mainly relevant to Group companies operating as
telephone service operators, which account by far for the main part of the Group in terms of
turnover, employees and impact on external stakeholders:
= Internet safety, particularly for minors
= Solutions for the digital evolution of the PA, businesses and Voluntary Sector
= Investments in infrastructure
Privacy and data security protection
= “Disaster response” and business continuity
= Social digital inclusion

These topics are undoubtedly more relevant to all the stakeholders who live in Italy, where TIM
is the biggest operator and therefore the Company on which stakeholders pin their greatest
expectations. In Brazil, where the Group is present with one of the country’s biggest mobile
operators, the topics are definitely relevant to stakeholders but to a lesser extent than in Italy.
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More generally, some ideas that emerged from the multi-stakeholder forum show how the

Group is characterised by being:

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

= a promoter of projects capable of generating shared value; Institutional and Community
representatives valued the Company’s potential role as a direct promoter of research
and development initiatives for digital solutions, while the business world proposed

support and promotion of entrepreneurial activities that can achieve digital innovation
independently, to be identified by means of an active scouting process.

The materiality matrix, in addition to highlighting TIM’s priority areas of commitment, also
reflects the SDGs to which the Company believes it can make the biggest contribution.
Specifically, the relevant Goals are:

= No. 4: Education and quality

= No. 5: Gender equality

= No. 8: Decent work and economic growth

= No. 9: Industry, innovation and infrastructure

= No. 11: Sustainable cities and communities

= No. 12: Responsible consumption and production

= No. 16: Peace, Justice and strong Institutions

In addition to No. 3 “Good health” for positive impacts and e-health solutions and No. 13
“Combat climate change and its impacts”, for the inevitability and importance of the topic at
global level.
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SDGs TIM’S TOPICS

QUALITY
EDUCATION

m i Social digital inclusion

GENDER
EQUALITY Promotion of respect for human rights

Management of the workforce, generational renewal and promotion
of talent

DECENT WORK AND Promotion of respect for human rights

el Solutions for the digital evolution of the PA, businesses and

i

Voluntary Sector

Economic impact at local level and on communities

Management of the Health and Safety of workers

Management of the workforce, generational renewal and promotion
of talent

Solutions for the digital evolution of the PA, businesses and Vo-
luntary Sector

Investments in infrastructure
Solutions for a low carbon & circular economy

Disaster response and business continuity

Solutions for a low carbon & circular economy

1 PEAGE, JUSTICE

AND STRONG
INSTITUTIONS Correctness of corporate conduct
W Solutions for the digital evolution of the PA, businesses and
! Voluntary Sector
[ : Privacy and data security protection

[G4-23] No significant changes have been recorded in the scope of activities, and therefore
boundary relevance, in recent years, except as mentioned in Group Profile section of The TIM
Group chapter.



Digitisation, connectivity
and social innovation
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A GROUP OF STRATEGIC VALUE

The Company stands as a digital ecosystem “enabler”, connecting companies, government
bodies and local communities, so as to create positive synergies for development. The
contribution the Group makes towards growth in the sectors in which it operates doesn’t
stop at infrastructure projects but ranges from digital solutions for government local bodies
to cloud services for businesses, digital platforms for healthcare, applications for people
with disabilities to technologies for reducing energy use by cities and companies. Various
initiatives have been developed in this context, including the crowdfunding platform that
receives requests for donations and other non-profit-making financial assistance for people
intending to implement environmental protection and social projects.

The increasing development of digital infrastructure and services must be matched by an
adequate demand for connectivity to provide a return on the investments made. This
demand reflects the level of digital culture present in the country: the more consumers are
informed and aware of the benefits of using the Internet and ultrabroadband, the greater
the penetration of ultrabroadband connectivity and the rate of adoption of digital services.
In order to promote the growth and spread of digital culture, the Company is promoting and
implementing several projects, mainly through the Corporate Shared Value department: from
TV programmes (Start!) to education in schools (At Digital School with TIM), popularisation of
classical music (Pappano in Web) to online safety campaigns (Navigare Sicuri) as detailed in
the Digital Culture chapter of this report.

[G4-DMA Product and Service Labeling], [G4-DMA Marketing Communications], [G4-
DMA Customer Privacy], [G4-DMA Compliance]

Material issues in this chapter:

= network coverage

= listening and transparency towards customers
= innovation management

= sensitive data management and protection

= child protection

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

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

v
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ULTRABROADBAND NETWORKS: A NATIONAL TREASURE

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

[G4-EC7al, [G4-EC7b], [G4-EC8al, [G4-EC8b], [G4-DMA Indirect Economic Impacts]
The Group contributes to produce approximately 0.7% of the added value of the Italian
GDP:. The Group’s business generates direct work for approximately 51 thousand people in
Italy; if indirect employees are considered, i.e. those operating on projects connected with
the business of TIM, it is estimated that approximately 106 thousand units, corresponding to
approximately 1% of employees of the entire private sector, would represent the direct and
indirect work attributable to the Group in Italy.

In recent years we have been witnessing a “digital transformation” process that involves all
players in the economic (changes in technology and ways of working) and social systems, with
significant impacts throughout the world. This process should now be considered “irreversible”
and represents the basis for the development of new business models, in turn included in
new “ecosystems,” based on enabling platforms such as information systems, customer
experience, analytics, intelligence, etc., which require rapid technological evolution also to
ensure the rapid and secure collection, processing and exchange of important quantities of
information instantly.

TIM plays a broadly strategic role in this area and is in the front line in the development of
new models, both as a leading player in the ICT sector and as an enabler in other sectors of
the economy, translating into products and services two keywords of digital transformation:
Internet of Things and Cloud.

[G4-EC7a] TIM is aware of this strategic role and works constantly to manage and update
the infrastructure and technology it makes available to the country: in 2016, the Company
invested around 1.5 billion euros in innovative infrastructure and services, primarily aimed at
the new generation networks. The Group’s three-year business plan for 2017-2019 confirms
its commitment to investing in advanced infrastructure and technologies and is focused on
next generation ultrabroadband networks in particular, a major undertaking that network
technicians and engineers are working to deliver every day.

To complete the undertaking to create a new generation access network (NGAN), the
Group has signed a joint venture (Flash Fiber S.r.l.) with Fastweb to promote the creation of
ultrabroadband infrastructure with FTTH (Fiber To The Home) technology in the main Italian
cities. Flash Fiber is 80% owned by TIM and 20% by Fastweb and its goal is to create an optic
fibre access network which plans to connect around 3 million homes in the 29 main Italian
cities by 2020 using FTTH technology, which permits connection speeds of 1 GB per second,
for a total investment of 1.2 billion euros.

The Company has confirmed its commitment to offering the most advanced and reliable
technology for mobile phones too. In 2016, the mobile network coverage of the whole country

* Internal valutation on 2015 Financial Report data
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with the new 4G/LTE standard was almost completed, and in order to quickly respond to the
growing demand for high speed data the Group is involved in testing 5G technology, which
allows it to respond to the growing demand for ultrabroadband while on the move linked to
the explosion of video content, social networks and digital services. The Group was one of the
signatories to the document “Manifesto for timely deployment of 5G in Europe” presented to
the European Commissioner for the digital economy, Gunther Oettinger, with which the major
mobile operators, together with important technological partners, committed to develop 5G
technology from 2018, focusing on its commercial launch by 2020. Moreover, TIM and Ericsson
have signed an agreement to launch the “5G for Italy” programme with the aim of creating
an open ecosystem for research and the implementation of innovative projects enabled by 5G
technology in order to speed up the digitisation of the country.

[G4-EC8b] TIM’s commitment is also shown by its participation over the years, as the only
operator, in the Eurosud public tenders organised by the Ministry of Economic Development
(MISE):, which are essential for ensuring ultrabroadband coverage in “market failure” areas
(known as “white areas”, in which there is a risk of no return being made on investments) and
therefore achieving the objective of 30 Mbit/s coverage of 100% of the population by 2020.

[G4-DMA Indirect Economic Impacts] The ambitious investment plan TIM is implementing
coincides with a phaseinwhichthe Italian governmentisengagedin devisingandimplementing
the national strategic ultrabroadband plan, which aims to achieve the challenging objectives
of the European Digital Agenda in terms of a widespread supply of infrastructure and an
increase in the demand for digital services.

In this regard, in 2016 the European Commission made the digitisation targets in the member
states even more challenging: in September, when the proposal to review the “European
code for electronic communications” was made, the Commission presented three strategic
connectivity goals for 2025 (the related approval process is still ongoing), with the aim of
satisfying European citizens’ growing requirement for connectivity and strengthening the
competitiveness of Europe.
= the great socio-economic engines such as schools, universities, local administrations, etc.,
must have access to high speed connectivity (1 Gbps);
= all European families, in rural or urban areas, must have access to connectivity that offers
download speeds of at least 100 Mbps;
all urban areas and the main roads and railways must have continuous coverage of the
5G networks.

THE ECONOMIC EFFECTS OF BROADBAND AND ULTRABROADBAND
NETWORKS ON GROWTH AND EMPLOYMENT

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

Several studies have been carried out to measure the specific impact of ultrabroadband
networks on economies. TIM has decided to use the Impact of Broadband on the Economy of
2012 (ITU - International Telecommunication Union) as part of its TIM Shared Value model.

11n 2016 two calls for tenders for the competitor pre-qualification phase were published for the creation, in the “white
areas” of most Italian regions, of ultrabroadband networks for a total of 2.6 billion euros.
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According to this study, around one euro of GDP is generated for every euro invested in
building the UBB network. According to the study, investments in new generation networks
have a major impact on employment as well, with 15,700 jobs potentially being created for
every one million euros invested in building the UBB network.

TIM NETBOOK: A WAY TO IMPROVE TRANSPARENCY IN THE
DEVELOPMENT OF NETWORK INFRASTRUCTURE AND ENCOURAGE
THE DEVELOPMENT OF DIGITAL PROJECTS

[G4-DMA Indirect Economic Impacts] In order to make the effective development of
broadband and ultrabroadband networks even more transparent, from 2012 TIM published
the TIM Netbook - http://www.telecomitalia.com/tit/it/innovazione/rete/netbook.html
-, which accurately and meticulously tracks the “progress achieved in the work”. The TIM
Netbook is a publication that shows the Country and the main stakeholders the state of the
network with extreme transparency, clarity and precision, using data and maps to illustrate
the size and structure of the TIM infrastructure, the evolution in terms of exchanges (which
are increasingly connected by fibre-optic cables and fitted with new generation equipment
for managing broadband traffic) and broadband network coverage in each individual Italian
province. From 2016, the focus was placed on the analysis of the ultrabroadband infrastructure
with the inclusion of data on the new generation networks, the extension of which represents
the goal for the years ahead. In addition to the annual edition in interactive PDF format,
quarterly monitoring in “open data” mode was added.

TIM'S COMMITMENT TO MINIMISING THE NEGATIVE IMPACTS OF
CREATING NEW NETWORKS

[G4-EC7b] The creation of fixed and mobile network infrastructure can cause disruption for
local communities (the work needed to lay fibre-optic cables can create noise and traffic). TIM
mitigates these negative aspects by using innovative excavation and cable laying techniques,
including the digging of micro-trenches instead of the normal ducts and using innovative
materials. This leads to an overall reduction in the time required to carry out the work and
in traffic disruption, as well as significantly reducing both the environmental impact (lower
emissions and less waste for disposal) and social impact (fewer accidents at work).
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NETWORK INFRASTRUCTURE AS AN ENABLING PLATFORM FOR
DEVELOPING THE DIGITAL ECONOMY AND INCREASING THE
COMPETITIVENESS OF THE COUNTRY

[G4-EC8a] The latest OECD Science, Technology and Industry Outlook: report provides a
very clear summary of the aspects that determine the different levels of competitiveness of
countries and outlines the “recipes” that economies should implement to overcome the crisis:
= promoting innovation, particularly by offering training systems geared above all to
stimulating talent, disseminating the new skills required by production systems, extending
the segment of the population susceptible to new technologies;
= increasing the productivity of labour, which explains the different rates of growth in the
wealth of countries most open to new technologies and other economies;
identifying new growth opportunities in solutions that address environmental protection,
the ageing population, improving quality of life in urban areas;
increasing the effectiveness of local and national research and development systems,
connecting them to international research networks and to the main reservoirs of
knowledge, increasing opportunities for interaction between research and businesses.

As General Purpose Technologies (GPTs), i.e. enabling technologies needed to activate new
services and solutions and disseminate digital culture, the broadband and ultrabroadband
infrastructure is one of the main drivers that will enable the developments advocated by
the OECD. Since 2009, a study by Waverman in fact indicated broadband as a vehicle for
increasing the efficiency - and therefore the competitiveness - of an economic system by
improving the productivity derived from the greater use of ICT technologies. Naturally, the
more the economic system is open to using new technologies, the wider this impact will be.

!Science, Technology and Industry Outlook, OECD
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DIGITAL INCLUSION

[G4-EC7], [G4-ECS8] In order to deal with the digital divide that has arisen in the so-called
marginal areas of Italy, which would otherwise remain excluded from the mainstream plans
of telecommunications operators, owing to the low profitability of investments, between
2005 and 2016, TIM implemented a programme of extraordinary investments allowing ADSL
coverage (gross coverage>70%) to be provided for approximately 7.700 municipalities in total
(4.350 more municipalities than December 2005).

In December 2016, TIM activated around 9.670 exchanges, including 8.425 optical fibre ones.
Alongside its plan to extend coverage, TIM has launched an additional plan to expand the
active network?, where necessary, to guarantee full usability of the service by customers and
the development of digital inclusion.

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

Description

2016 2015 2014
ADLS Coverage (*) 99.31 99.10 98.75
UMTS and HSDPA coverage (**) >97 96.00 96.00
LTE coverage (**) >96 88.00 77.00
Next Generation Plan (fixed telephony) cover (***) 58.9 42.00 28.10

(*) The percentage refers to fixed TIM telephone lines.

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

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

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

Two types of action have been taken so far, both fully in line with European competition rules:
= the first is a “central” approach involving collaboration with Infratel Italia S.p.A.
(Infrastructure and Telecommunications for Italy), the public entity that builds the passive
broadband (optic fibre cable), organic and integrated infrastructure throughout the
country, with the aim of increasing digital inclusion in lower income areas of the country;
= the second is a “local” approach, based on collaboration with regions that promote
projects aimed at increasing the digital inclusion, e.g. through forms of financing centred

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

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

*The company was set up on the initiative of the Communication Department of the Ministry of Economic Development
and Invitalia, the national inward investment and business development agency, and is the entity implementing the
Broadband Programme.
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on public tenders using the so-called claw-back model, which provides for contributions to
be paid to offset the lack of return on investments.

Using the above forms of intervention, in some cases simultaneously, TIM has in recent
years signed cooperation agreements with several local entities, (such as: Memorandum of
Understanding with the Emilia-Romagna region and Lepidar, with the Autonomous Province
of Bolzano), some of which are still under development in 2016). Amongst others, we note the
award of a tender in 2012 by the Marche region to complete digital inclusion (through state-
of-the-art broadband services with speeds of up to 20 Mbit/s) in the region’s market failure
areas. The project was completed during the last quarter of 2015.

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

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

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

For the remaining three regions (Friuli Venezia-Giulia, Trentino Alto-Adige and Valle d’Aosta)
no actions is planned on the part of MISE as these regions have their own independent plans.
TIM has participated in all the tenders issued to date, except for the Liguria region: it was
awarded the tenders called for the regions of Calabria, Campania, Lazio, Veneto, Tuscany
and Sicily (with total contributions assigned in the amount of around 63 million euros), whilst
those relating to Abruzzo, Emilia-Romagna, Marche, Umbria and Liguria were awarded to NGI
S.p.A.

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

PRESENCE OF THE GROUP IN BRAZIL

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

! Lepida SpA is the operating tool promoted by the Emilia-Romagna region for the unified and standardised planning,
development and management of the telecommunication infrastructure of entities connected to the network. The
company also promotes interventions in favour of digital inclusion in rural or mountain areas.
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Inthe past 5 years alone, TIM has invested more than 23 billion reias in Brazil, focusing primarily
on building new generation infrastructure and actively contributing to the modernisation of
the country.

In recent years, TIM has strengthened its infrastructure further, in order to support the growth
in data, focusing in particular on 4G technology, which offers better quality of service. These
important investments have allowed TIM to strengthen its lea