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DIRECTORS' REPORT

Dear Shareholders,

The year 2010 of Telecom [talla Finance (“TI Finance” or the “Company”) ends with a profit of EUR
127.013.636,45 {(EUR 64.566.292,13 in 2009).

During the year 2010, the Company continued its actlvity of providing financlal assistance to Telecom
Italia Group cornpanles.

The ongoing borrowing and lending activity generated a positive margin equal to EUR 153,7 million in line
with EUR 155,22 million In 20089.

The Company bocked dividends on Telecom Italla 5.p.A. for EUR 6,2 milllon equal to those booked in 2009.

The value of financlal assets has been adjusted of EUR 14 million (EUR 85,2 million in 2009) mainly due to
the participation in T Media S.p.A. (EUR 5,8 million) and in the Investment fund Clessidra (EUR 2,3 million).

During the period the company booked EUR 6,3 million {(EUR 5,5 million in 20089} of taxes, of which EUR 4,9
million {EUR 5,4 milllon in 2009) of net wealth tax.

The net financial position as of December 31, 2010 is positive for EUR 1.365,4 million (EUR 1.336,7 million
in 2009).

= Notes

As of December 31, 2010, the total outstanding nominal amount of notes issued by Telecom ltalia Finance
amounts to EUR 5.040.677.312,47 (EUR 5.141.342.253,83 in 2009).

During the year, the Company bought back in the market a nominal amount EUR 113,4 million of its EUR
1.997.317.000 7,5% guaranteed notes due April, 2011. Such notes have been cancelled. Accordingly, the
principal amount of debt outstanding with regards to these notes is EUR 1.883.885.000.

Between February 22 and March 8, 2010 the holders of the EUR 138.830.000 Guaranteed Floating Rate
Extendable Notes due June 2010 had an election period in order to exerclse their option not to extend the
maturity date of such notes. Considering that the holders of EUR 31.115.000 in aggregate principal
amount have elected to exercise their right, on March 12 the Company issued new notes having maturity
March 2012 for a nominal amount of EUR 107.715.000. Bond hoiders having elected not to extend have
been paid on June 14,2010,

All the notes are unconditionally and irrevocably guaranteed by the mother company Telecom Italia SpA.



=  Partlcipations

On June 11,2010 Telecom Italia Finance 5.A. subscribed n* 25.095.610 newly issued shares of Telecom Italia
Media 5.p.A. for a total issue price of EUR 5,4 million.

In the framework of a financial restructuring of Italtel Group 5.p.A. (“Raltel”), on September 23,2010
Telecom Italia Finance 5.A. subscribed n® 4.440.365 newly issued Class B shares of Italtel for a consideration
of EUR 35 million.

On December 15,2010 has been incorporated a controlled subsidiary in Ireland having a share capital of
EUR 1.360.000.000 fully subscribed by Telecom [talia Finance 5.A. and pald in for EUR 68.000.000.

On April 28,2010 the n* 99.936.853 Telecom Italla S.p.A. ordinary shares deposited with LBIE were released
by the Administrators together with the net dividend paid by Telecom ltalia 5.p.A. in 2008, versus the
payment by the Company of EUR 0,85 million {0,75% of the total asset) as administrative fees.

The participations detail is reported in the Note 4 of these annual accounts.

=  Share Capital

The subscribed share capital of T! Finance is EUR 542.090.241, consisting of n® 55.428.450 ordinary shares,
nominal value EUR 9,78 per share; all of the shares have been issued and are fully paid-up.

=  Subseguent Events

During the month of January and February till to date, Tl Finance purchased in the market EUR 50,2 million
of its EUR 1.883.885.000 naotes maturing on April 2011 and EUR 1874 million of its € 1.000.000.000 notes
maturing on Aprit 2012,

No further relevant event occurred after the closing of the accounts.

During the year 2011 it is foreseen to continue the activity of financial and administrative assistance to
Telecom Italia Group companies,

The Company doesn’t perform research and development activities. The Company did not acguire and
doesn’t hald its own shares.

Annual accounts as of December 31, 2010 herein reported comprise the balance sheet, the profit and loss
account, the cash flow statement and the explanatory notes.

The Board invites you to approve the aforesaid financial statements and propose to allocate the benefit of
EUR 127.013.636,45 as follows:

s EUR 6.351.000,00 to the legal reserve;

s EUR 120.662.636,45 as retained earnings

Finally, we remind that the Mandate of all members of the Board shall expire with the shareholders

general meeting called in order to approve the 2010 accounts.

For the Board of Directors
The Managing Director
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TELECOM ITALIA FINANCE 5.A.

CASH FLOW STATEMENT AS AT DECEMBER 33, 2010

Operating Actlvitles
Profit befare tax
Non cash jtems
Amartlitation of property, plant and equipment
Finance income
Hnance Bpenses
Changes tn trade and other recelvables
Changes Intrade and other payables
Net cash flows from operating activities

Cash flows from Investing activitiey
Changes In Property, plant and equipment
Changes InParticipations, funds and other securlties
[nvestmenls and re-payments In Financlal Recelvables
Interast, commissions and other financlal income recelved
Divldends recelved
Income recelived from participations and funds

Net ceth Aows from Investing activities

Cash flaws from Financing activitles
Net change Inshort-term Financlal Payahbles
Repayments of barrowings
Interest, commisslons and ather financial expenses pald
Net cash flows from financing activities

Netlncrease /Decrease in Cash and Cash Equivalents
Net forelgn exchange differences In C&CE

Cashand cash equivalents at 01 January

Cash and cash equivalents at 31 December

127.013.636,45

24.757,72
-739.731.663,09
599.860.339,72
2.076.406,92
-5.134,745,77
-15.891.268,05

-26 410,34
-21.644.942,12
2.559.310.153,33
617.420.460,32
9.789.378,04
29.000,00
3.164.877.639,23

-1.709.984,631,32
-31.115.000,00
-473.151.787,62
-2.214.291.418,94

934,694.952,24
-13.716.315,27
133.473.580,95

1,054.452.217,91

54.566,292,13

26.756,39
:791.714,545,54
725.297,258,36
6.543.466,60
1.693.008,62
6.674.696,64

-16.962,57
-425.945.943,05
2.660.735.990,93
BO1.860.000,86
1.227.354,03
423,000,00
3.038,283.440,20

27.721.980,41
-3.349.232.000,00
-574.682.944,96
-3.996.192.954,55

-964,584.210,99
-247.768,32
1.098,305.558,26

133.473,5B0,95

The accompanying notes are an integral part of these annual accounts.




Notes to the accounts
As of December 31, 2010

Note 1 - General

Telecam Italia Finance S.A. (“The Company”, “Ti Finance”} was Incorporated on lune 2, 2000
for an unlimited duration. The registered office is established at 12, Rue Eugéne Ruppert L-
2453 Luxembourg. The registered number is B 76.448.

The corporate object is to provide any financial assistance to Telecom ltalia 5.p.A. {Parent
Company) Itself as well as to all companies in which the Parent Company has a direct or
indirect interest. This is implemented by the provision of loans and the granting of guarantees
or securities in any kind or form. The object of the Company is further to provide domiclliation
and administration services to companies being part of the Telecom lItalia Group and to
exercise any activity in relation thereto as provided in the law of May 31, 1999 on the
domiciliation of companies, as amended. The Company may acquire and hold interests In
Luxembourg and/or in foreign undertakings. The Company may also use its funds to invest In
real estate and in intellectual property rights in any kind or form. The Company may
participate at the creation and development of any other companies and entities and provide
financial assistance in any kind or form. The Company may borrow in any kind or ferm and
issue bonds or notes. Generally the Company may carry out any commercial, industrlal or
financial operation, relating directly or indirectly to its object.

The financial year begins on January 1st and ends on December 31st of each year.

Note 2 — Summary of significant accounting policies

Basis of presentation
The accounts In hand are prepared in accordance with the accountlng principles and

regulations generally accepted in the Grand Duchy of Luxembourg.

The Board of Directors of the company has decided to include the cash flow statement based
on the indirect method in order to improve clarity.

Euro (EUR} is the bock accounting currency.

In accordance with article 4 of the law dated December 10, 2010, the Board of Directors of the
Company has resolved for the year ended December 31, 2010 not to implement the changes
braught by this law to the content and the layout of the annual accounts, as well as to the
related accounting principles and valuation policies,

Use of estimates

The preparation of financial statements in accordance with Luxembourg GAAP, requires
management to make estimates and assumptions that affect the reported amount of assets
and llabilities, disclosure of contingent assets and liabillties at the date of the accounts, and
reported amounts of revenues and expenses during that reporting period. Actual results could
differ from those estimates.



Foreign currency translation

The Company follows the multi-currency accounting policy that cansists in recording the assets
and the liabilities in their ariglnal currencies, the same being converted into Eura at the end of
each month. The net exchange differences that arise from these conversions are reflected in
the profit and loss account in the item “other financial charges/ financial income®.

The realized income and charges in currencies ather than Euro are recorded in their respective
currencies and converted at the excharge rate prevailing on the respective transaction dates.
The exchange differences arising from the transactions expressed In currencies other than EUR
are hedged elther by balanced deposits and loans, or through currency swap contracts using
the account « exchange revaluation » Incorporated Into “Interest and similar expenses” and
“Other interest and similar Income®” whose valuation at the year-end rate allows to hedge off
the exchange risk.

Derlvative instruments
The commitments related to currency and interest rates swaps are recorded as off-balance
sheet items at the nominal value of the contracts.

Equity investments and other securlties in non-current assets

Equity Investments and other securities In non-current assets are evaluated according to the
historical cost methad. The contingent write-downs are recorded In case of a permanent
Impairment [oss of the investments estimated by the Board of Directors while comparing the
net book value with the market value or with the net equity of the company.

Equlty investments and other securities are reported in nan-current assets If held in Telecomn
Italia Group Companies.

Receivabies
Receivables are recorded at their nominal value, The contingent write-downs are recorded In
case of non recovery risk.

Securitles in current assets

Securlties in current assets are evaluated to the minor between the market value and the
acquisition cost. Bonds purchased are evaluated to acquisition cost that is never over the pair.
The contingent write-downs are recorded in case of a permanent impairment loss of the
Investments estimated by the Board of Directors while comparing the net book value with the
market value. The Board of Directors decldes which bonds follow the criteria exposed.

r nts and accrued income/accruals and deferred income

On ane hand, these items include the accrued interest receivable in connection with the
deposits and loans granted, as well as in connection with the related interest rate swaps
transactions (assets) and on the other hand the accrued interest payable on the notes and on
other payables as well as the related interest rate swap transactions (liabilities).

The accrued income and expenses also reflect the issuance of bonds at a discount or premium
and transaction costs. These are amortized through the profit and loss account on a straight-
line basls over the lifetime of the notes.

Tangible assets
Tangible assets are stated at cost less accumulated depreciation and any impalrment

ad)ustments. Depreciation is calculated on a straight-line basis over the estimated useful life of



the assets. The carrying values of tangible assets are reviewed for impairment when events or
changes in circumstances indicate that the carrying value may not be recoverable,

Other operations gn financial instruments
The commitments related to derivative instruments are recorded off-balance sheet at their

nominal value as of transaction date. In case of negative Mark to Market value of non hedging
instruments at the financial statements closing date, a provision shalt be recorded.

Debtors

Debtors are recorded at their probable collection value corresponding to the nominal value
subject to individual value adjustments regarding any amount due which appears to be
irrecaverable.

Cash and cash equivalents

Cash on hand and in banks and short-term deposits which are held to maturity are carried at
cost. Cash and cash equivalents are defined as cash on hand, demand deposits and short-term,
highly liquid investments readily convertible to known amounts of cash and subject to
insignificant risk of changes in value,

Provisions

Provisions are recognized when the Group has a present obligation as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation,

Note 3 —-Tangible assets

As of December 31, 2010 and December 31, 2009 the tangible assets can be detalled as

foltows:
December 31, December 31,
2010 2009
EUR EUR
Acquisitions at the beginning of the year 492.827,71 501.100,52
Acquisltions during the period 26.444,50 17.241,53
Disposal or reduction during the period (819,95) (25.514,34)
Acquisltions cost at the end of the period 518.452,26 492.827,71
Value adjustments at the beginning of the
year 451.225,18 449,704,17
Value adjustments during the period 24.757,72 26.756,39
Disposal or reductlon during the period (785,79) (25.235,38)
Value adjustments at the end of the
period 475.197,11 451.225,18
43,255,15 41.602,53




Note 4 - Non current financlol assets - Recelvables from Group Companies

December 31, 2010

December 31, 2009

FInal payment date EUR EUR
Recelvables from Parent
Company:
January 20, 2011 0,00 440.469.360,21
July 30, 2011 0,00 156.130.964,29
June 6, 2012 [*] 108.799.371,28 2.100.000.000,00
August 7, 2014 250.000.000,00 250.000.000,00
October 29, 2029 [**] 184.077.312,47 150.195,253,83
May 5, 2032 [**] 184.077.312,47 150.195.253,83
July 28, 2033 1.000.000.000,00 0,00
Receivables from Other Group
Companies:
Mediterranean Nautilus
telekomiinikasyon Hizmetleri T,
A.S. - August 31, 2012 8.580.691,50 0,00

1.735.934.687,72

3.246.990.832,16

[*] By decision of the debtor the Ioan has been reduced on 29" December, 2010.

{**] The differences are due to e
xchange rate impact.
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Note 6 — Nan current financial assets — Other recefvables

This item reflects the estimated recovery value of the credit registered vs. Lehman Brothers
Special Financing Inc In Liquidation (LBSF). Such credit was originally booked for EUR
25.016.035,74. Durlng year 2009 based on the documentation filed with the US Courts, the
position has been converted from EUR into USD {for an amount of USD 35.552.789,99).

During the year 2010, In accordance with market evaluations, the credit has been adjusted by
USD 4.130.380,42 (i.e. up to 38,67% of the Initial value). The credit in hands s supported by
the guarantee from Lehman Brothers Holding Inc In Liquidation.

Furthermore, during 2010, the Company cashed the credit registered In 2009 related to the

dividend pertaining to n* 99.936.853 Telecom Italla S.p.A. ordinary shares deposited with
Lehman Brothers international Europe (in Liquidation).

Note 7 — Current assets — Receivables from Group Companies

The item refers to the loan recelvables within one year granted to Group Companles as
detalled hereln:

December 31, December 31,

2010 2009

EUR EUR

Bbned NV 0,00 22.000.000,00
Hansenet Telekommunikation Gmbh 0,00 349.012.456,25
Latin American Nautilus Ltd [*} 33.677.593,17 42.343.468,00
Mediterranean Nautilus Ltd [**] 0,00 10.412.328,20
Olivetti S.p.A. 23.353,535,38 23.234.171,76
Telecom Italia Media 5.p.A. 20.000.000,00 205.000.000,00
Telecom ltalia Netherlands BV 2.300.000,00 4.400.000,00
Telecom [talia 5.p.A. 617.130.596,85 1.000.061.853,00
Telecom Italia Spaln SL 3.750.020,66 4.250.020,66
Tl Sparkle Luxembourg 5.A. 0,00 8.971,761,87
Ti Sparkle France 5.A. 1B.000.000,00 4,000.000,00
Telecom Italia Germany 2.600.000,00 1.500.000,00
TMI Telemedia Int. 3.500.000,00 0,00
Others 1.052.942,60 845,466,295

725.364.688,66

1.676.031.526,03
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[*] Merged on 8" December, 2010 into Tl Sparkle Luxembourg 5.A.
{**] On 30™ June, 2010 formally changed the name into Lan Med Nautilus.



Note 8 — Current assets - Other Securities

December 31,
2010

EUR

December 31,
2009
EUR

Naotes
Euro Commercial Papers
SICAV

Note 9 — Prepayments and accrued Income

145.630.035,57
214.418.821,74
0,00

112.350.069,06
19.965.061,15
349.696.470,83

360.048.857,31

482.011.601,04

December 31,
2010
EUR

December 31,
2009
EUR

Accrued interest on related companies
securities

Accrued interest on other securities
Accrued interest and commissions on
loans to the Parent Company

Accrued interest and commissions on
loans to related companies

Accrued interest on bank depaosits
Accrued interest on other financial
operations

Prepaid charges and costs on notes {issue

discounts and other similar charges)
Other prepaid expenses
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210.622.602,74
3.172.870,37

65.114.112,80

51.868,21
1.027.240,26

11.131.729,11

16.081.484,52
238.433,84

210.641.623,85
480.734,51

77.673.520,57

3.276.717,59
46.325,90

11.092.563,62

20.855.386,51
231.310,45

307.480.341,85

324.398,183,40




Note 10 - Subscribed share capital

As of December 31, 2010 and December 31, 2009, the authorized, issued and fully paid capital
of EUR 542.090.241,00 is represented by 55.428.450 ordinary shares with a nominal value EUR
9,78 per share.

As of December 31, 2010 and Decemnber 31, 2009 the sharehalders of the Company are:

December 31, December 31,

2010 2009

No of shares No of shares

Telecom ltalia 5.p.A. 55.428.449 55.428.449
Mr Adriano Trapletti 1 1
55.428.450 55.428.450

Note 11 — Reserves

The reserves are split as follows:

a) Legal reserve of EUR 4.812.715,87, set aside for an amount of EUR 1.584.401,26 by
shareholders meeting as of Aprll 4, 2008 and set up for an amount of EUR
3.228.314,61 by shareholder meeting of April 28, 2010.

b} Other reserves split as follows:

December 31, December 31,
2010 2009
EUR EUR

Reserves unavailable for distribution

Other reserve

394.805.662,41
470.964.145,72

394.805.662,41
470.964.149,72

B65.765.812,13

865.769.812,13

The reserves unavailable for distribution comprise the reserve created subsequently to the
share capital increase and decrease respectively on October 8, 2004 and April 5, 2006 and the

reserve relating to Telecom [talia S.p.A. shares owned by Ti Finance.

Legal reserve  Otherreserves  Profit brought Proflt for
(EUR) {EUR) forward financial year
o {EUR) {EUR)
Balance as at 31.12.2009 1.584.401,26 B65.769.812,13 = 64.566.292,13
Movements of the year
- Allocation of prior 3.228.314,61 - 61.337.977,52 -64,566.292,13

year’s profit
- Profit for the year

127.013.636,00

Balance as at 31.12.2010

4.812.715,87

865.765.812,13
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61.337.877,52

127.013.636,00



Note 12 - Non convertible notes

Decembar 31, December 31,
2010 2009
EUR EUR
EUR 138.830.000,00
Expiring date: 14/06/2010
Floater rate: Euribor 3m + 1,300% 0,00 138.830.000,00

EUR 2.000.000.000,00
Expiring date: 20/04/2011
Fixed rate: 7,500%

EUR 107.715.000,00
Expiring date: 14/03/2012
Floater rate: Euribor 3m + 1,300%
EUR 1.000.000.000,00
Expiring date: 24/04/2012
Fixed rate: 7,250%

EUR 850.000.000,00
Expiring date: 24/01/2013
Fixed rate: 6,875%

JPY 20.000.000.000
Expiring date: 14/05/2032
Fixed rate: 3,550%

EUR 800.000.000,00
Expiring date: 24/01/2033
Fixed rate: 7,750%

EUR 250.000.000,00
Expiring date: 24/01/2033
Fixed rate: 7,750%
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1.883.885.000,00

107.715.000,00

1.000.000.000,00

850.000.000,00

184.077.312,47

765.000.000,00

250.000.000,00

1.997.317.000,00

0,00

1.000.000.000,00

850.000.000,00

150.195.253,83

765.000.000,00

250.000.000,00

5.040.677.312,47

5.151.342.253,83




Note 13 - Payables to affillated companies

The item includes amounts owed to afflliated Group Companles payable within one year:

December 31, December 31,

2010 2009

EUR EUR

ICH - International Comm. Holding NV 248.701.973,80 247.811.993,23
Tl Sparkle Luxembourg S.A. 48.206.674,97 0,00
Tl Deutschiand Hoiding Gmbh 6.583.620,73 0,00
Tl International NV 2.094,109.279,95 3.957.703.295,93
Tl United Kingdom 7.811.976,66 0,00
ETI Tt International 71.608.510,57 208.494,61
Mediterranean Nautilus Israel Ltd 17.226.496,09 0,00
Olivetti Holding BV 2,417 556,36 2.472.828,16
Telecom Italia Finance Ireland Ltd [*] 67.980.000,00 0,00
Others 2.785,271,29 3.980.508,09

2.567.431.360,42 4.212.177.120,02

[*} The amount Includes Promissory Notes for EUR 66.000,000,00.

The amount of EUR 1.292.000.000,00 represents a payable beyond one year for Telecom Italia
Ireland Ltd and corresponds to the unpaid portion of the share capital in this company.

Note 14 — Accruals and deferred income

December 31, December 31,

2010 2008

EUR EUR

Accrued Interest on notes 278.584.690,67 284.408.111,06

Accrued interest on payabies to banks 7.511.821,48 7.453.146,34
Accrued interest on payables to Group

Companles 2,525.478,36 2.762.904,66

Accrued interest on other financial

operations 37.315.339,38 36.50%.035,50

Prepald income (issue premiums) 8.843.073,33 11.062.304,43

Commisslons to be pald 0,00 61.556,75

334.780.403,22 342.257.058,74
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Note 15 — Value adjustment in respect of financiol assets

2010
EUR

2009
EUR

Value adjustments on securities in nan-
current assets

Value adjustments on other securities in
non-current assets

Value adjustments on other securities in
current assets

Note 16 — Interest and similar expenses

7.555.501,48
3.316.104,95

3.156.006,56

B3.971.139,53
457.805,42

773.781,09

14.027.612,99

85.202.726,04

2010 2009

EUR EUR

Guarantee fee due to Parent Company 1.222.094,67 1.487.504,99
Interest for derivative contracts entered

with Group Companies 50.780.986,11 75.626.610,95

Losses on exchange rates 5.847.734,88 2.715.273,29

Interest due to Group Companies
Concerning Group Companies

Interest and charges vs. bank

interest and other charges on debentures
interest and other charges for derivative
contracts vs. third parties

Losses on exchange rates

Other interest and charges

Note 17 — Extraordinary expenses

25.114.882,02

42.194.177,25

82.965.697,68

122.023.566,48

24.036.481,07
366.713.827,04

13.631.253,17
91.976.916,95

23.865.400,62
447.037.369,26

6.328.698,42
37.588.494,97

496.358.478,23

514.819.963,27

2010 2009

EUR EUR

Losses on disposal of securities 7.734.293,62 4.742.865,70
Losses on disposal of tangible assets 0,00 38,96
7.734.293,62 4.742.904,66

The losses on disposal of securities arise from the difference between the book value and the sale price of
the securitles disposed of during the year (see note 8) and from the difference between the acquisition
price and the book value of the own securities bought back during the year {see note 12).
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Note 18 — Other taxes

2010 2008
EUR EUR
Withholding tax on dividend received 85.535,74 88.070,17

Withhalding tax on dividend related to
previous years dividends cashed-in 1.280.440,93 0,00
Withholding tax on Interest received 22.335,71 0,00
Net Wealth Tax 4.939,524,50 5.385.875,00
6.327.836,88 5.474.045,17

Note 19 — Income from other securities

2010 2009
EUR EUR

From group companies — in non-current
assets

396.187.500,00

From other companies — in current assets 7.647.218,18

Note 20 - Other interest and similor income

396.170.556,19
9.736.447 07

403.834.718,18

405.907.013,26

2010
EUR

2008
EUR

Interest and commissions on receivables
from Group Companies

Gain on exchange rates

interest for derivatives entered with
Group Companies

Concern!ng Group Companies

Interest on banks
Issue premiums
Positive adjustment on other receivables

Gain on exchange rates
interest on derlvative contracts vs. third
parties

Other Interest and [ncome

168.063.004,55
3.577.234,82

47.255.548,74

254.609.378,14
661.857,36

44.345.425,37

218.895.788,51

299.616.660,87

5.007.542,31
2.219.231,10
3.114.917,36
93.918.124,95

6.089.215,71

4.791.224,84
2.219.231,09
1.454.439,47
38,125.719,75

35,952.341,70

110.348.031,43

86.542.956,85
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Note 21 - Warranties

All issued notes, derivative instruments, hedging interest and exchange risks and debts
towards other financial institutions (JPY 20.000.000.000 and EUR 250.000.000,00) are

guaranteed by the Parent Company.

Note 22 - Off balance sheet commitments

The Company has concluded the below-mentioned contracts:

2010 2009

EUR EUR

Currency swaps 76.090.658,44 B3.624.472,09
Interest rate swaps on liabilities 618.154.624,94 550.390.507,66
Interest rate swaps on assets 1.000.000.000,00 1.000.000.000,00

1.694.245.238,38 1.634.014.979,75

Furthermare, the Company has the commitment to subscribe up to EUR 25.000.000,00 in the
investment fund Clessidra Capital Partner. As of December 31, 2010 payments of EUR

22.922.378,04 have been made.
The Company has alsc the commitment to subscribe up to EUR 2.400.000,00 in the investment
fund Golden Mouse. As of December 31, 2010 payments of EUR 2.399.814,83 have been

made,

Note 23 — Tax situation

The Company is subject to the fiscal law in force in Luxembourg applicable to all commercial
companies.

Note 24 - Consolidation

The accounts of the Company are included in the consolidated accounts of Telecom ltalia
S.p.A., which are available at its registered office located in Milano, Piazza degli Affari 2.

Based on the criteria defined by Luxembourg law, the Campany is exempted from establishing
consolidated accounts and 3 consolidated management report for the year ended December
31, 2010.
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Note 25 — Directors remuneration

No remuneration has been paid to Directors during the fiscal year 2010.

Note 26 - Litigation

The Company has not been and is not involved in any litigation.

DECLARATION OF THE MANAGER RESPONSIBLE FOR FINANCIAL REPORTING

Pursuant to paragraph 3 of Luxembourg’s Transparency Law, the undersigned Adriano Trapletti,
Managing Director of the Company, to the best of his knowledge, hereby declares that the above
financial statements prepared in accordance with the applicable set of accounting standards give a true
and fair view of the assets, liabilities, financial position and profit or loss of the issuer and that the
management report includes a fair review of the development and performance of the business and the
position of the issuer, together with a description of the principal risks and uncertainties that the issuer
faces.

Adriano Trapletti
Managing Director
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Audit report

To the Shareholders of
Telecom Italia Finance S.A.

Report on the annual accounts

We have audited the accompanying annual accounts of Telecom Italia Finance S.A., which comprise
the balance sheet as at 31 December 2010, the profit and loss account and cash flow statement for the
year then ended and a summary of significant accounting policies and other explanatory information.

Board of Directors responsibility for the annual accounts

The Board of Directors is responsible for the preparation and fair presentation of these annual
accounts in accordance with Luxembourg Jegal and regulatory requirements relating to the preparation
of the annual accounts, and for such internal control as the Board of Directors determines is necessary
to enable the preparation of annual accounts that are free from material misstatement, whether due to
fraud or error.

Responsibility of the “Réviseur d'entreprises agréé”

Qur responsibility is to express an opinion on these annual accounts based on our audit. We conducted
our audit in accordance with International Standards on Auditing as adopted for Luxembourg by the
"Commission de Surveillance du Secteur Financier”. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
annual accounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the annual accounts. The procedures selected depend on the judgment of the “Réviseur d'entreprises
agréé”, including the assessment of the risks of material misstatement of the annual accounts, whether
due to fraud or error. In making those risk assessments, the “Réviseur d’entreprises agréé” considers
internal control relevant to the entity’s preparation and fair presentation of the annual accounts in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the Board of Directors, as well as evaluating the overall presentation of the annual
aceounis.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
cur audit opinion,

PricewaterhouseCoopers 5.4 r.l., 400 Route d'Esch, B.P. 1443, L-1014 Luxembourg
T: +352 494848 1, F: +352 494848 2000, wuw pwe.lu

Cabinet de révision agréé. Expert-comptable (uutorisation gouvernemeniale n*00129693)
R.C.8. Luxembourg B 65 477 - Cupital soctal EUR 516 950 - TVA LU1r56.4447
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Opinion

In our opinion, the annual accounts give a true and fair view of the financial position of
Telecom Italia Finance S.A. as of 31 December 2010, and of the results of its operations and its cash
flow for the vear then ended in accordance with Luxembourg legal and regulatory requirements
relating to the preparation of the annual accounts.

Report on other legal and regulatory requirements
The Directors’ report, which is the responsibility of the Board of Directors, is consistent with the

annual accounts.

PricewaterhouseCoopers S.ar.l. Luxembourg, 17 March 2011
Represented by

i

=
7

Fabrice Goffin
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Telecom ltalia Finance S.A.
Sociéte Anonyme

Decision taken by shareholders during the General Meeting held on April 11, 2011

The shareholders, approved the financials as of December 31, 2010, which comprise the balance sheet, the profit and
loss account, the cash flow statement and the explanatory notes and the proposal to allocate the benefit amounting
to EUR 127,013,636.45 as follows:

e« EUR 6,351,000.00 to the legal reserve;
e FEUR 120,662,636.45 as retained earnings.

The shareholders appointed for a three year period {2011/12/13), the following persons as Board members:

Mr. Andrea Balzarini, born on September 19, 1370 in Bollate (Italy), domiciled in Milano, Piazza degli Affari 2, 20123;
Mr. Adriano Trapletti, born on May 25, 1953 in Alzano Lombardo (ltaly}, domiciled in Luxembourg, 12 rue Eugéne
Ruppert, 2453;

Ms. Francesca Petralia, born on August 30, 1953 in Bologna (ltaly}, domiciled in Milano, Piazza degli Affari 2, 20123;
Mr. Jacques Loesch, born on April 9, 1928 in Luxembourg, domiciled in Luxembourg 35, Avenue John F. Kennedy,
1855;

Mr. Riccardo Taranto born on March 11, 1958 in Genova {ltaly), domiciled in Milano, Piazza degli Affari 2, 20123;

Mr Antonio Sica, born on May 27, 1964 in Cuneo (lItaly}, domiciled in Luxembourg, 12 rue Eugéne Ruppert, 2453

The aforesald members will remain in charge till the annual general shareholders meeting which will take place on
2014.

Board of directors Members

Mr Andrea Balzarini, Manager, domiciled in Milano {(ltaly) Chairman

Mr. Adriano Trapletti, Manager, domiciled in Luxembourg, Managing director
Mr Jacques Loesch, lawyer, domiciled in Luxembourg, Director

Ms Francesca Petralia, Manager, domiciled in Milano (ltaly), Director

Mr Riccardo Taranto, Manager, domiciled in Milano (ltaly) Director

Mr. Antonio Sica, Manager, domiciled in Luxembourg, Director.
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